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Abstract:

This study examines the role of components of earnings, accruals and cash flows in forecasting abnormal
earnings and equity market value of firms employing models used by Ohlson (1444), and Barth, Beaver,
Hand and Lansdsman (1Q449), as the modified version of Ohlson model. Tehran Stock Exchange data are
used, reporting results for six different industries for periods between Y-+Y to Y+1), while considering
the panel structure. The aims of this thesis includes: (1) studying accruals and cash flows power in
forecasting future abnormal earnings, incremental to abnormal earnings and equity book value, (Y)
Accruals and cash flows provided explanatory power for equity market value incremental to equity book
value and abnormal earnings. The related results show that both parts of earnings boost the power of the
model to predict abnormal earnings and mark value of equity. There is evidence that accruals and cash
flows valuation coefficients are not consistent with the Ohlson model in our sample. To deal with
multicollinearity in forecasting market value of equity we adopt Choleskey’s Factorization Method and
merged it with modified model. Related outcomes indicate that there is not significant difference between
predicted amount of market value of equity and the real amount of it.
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