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Abstract

For ast of future profits, by the use of profits and Cash flows.

This study aims at testing the ability of the profits and the
measurements of the various cash flows, to forecast the future profits (EPS).
The sample of the study included (11) Sudanese public share companies
which are registered at the Khartoum Stock Exchange (the Bourse), in the
industry and service sector, during the period 1997 — 2002. This is the period
of the impact of the size of the company and the type of its sector, on the

process of forecasting future profits.

The random walk model was chosen for the process of forecasting
profits. This model indicates that the year’s profit (T) is exactly eequal to the
year’s profit (t-1): The results of the study, shows that the arrangemet of the
variables — according to their forecast ability of profits, came as follows: The
accounting profits at the first rank, the net income plus the depreciation in
the second rank and the cash flows, operations flows and the operating

working capital in the third place.

The results of the t-test showed that profits, in general, are better than
the measurements of the cash flows, for forecasting future profits. Moreover,
the measurements of the cash flows vary amongst each other, in their ability
to forecast the profits. This is in concurrence with the previous studies. The
results also showed that forecasting the profits of the small —size companies
more precise than that of large companies. Likewise the type of sector
affects the ability of the profits to forecast the future profits, to the interest of
the services sector, while the type of sector affects the ability of the

measurements of the cash flows, to forecast profits.
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