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The moderating role of real earnings management on the

relationship between earnings persistence and its determinants:
Evidence from Egypt

Abstract:

Purpose: investigating the impact of the current earnings, and its components
(operating cash flows and accruals), on the future earnings, in addition to
determining the moderating role of the real earnings management on those
relationships, in Egypt.

Design/Methodology: The research sample was 71 non-financial firms listed on
the Egyptian Stock Exchange (EGX) for 6 years (2013: 2018) with a total of 426
observations, the simple and multiple regression models were used to test research
hypotheses. An additional analysis and a sensitivity test were performed

Findings: it found an effect of the current earnings on the future earnings, which
indicates to its persistence, especially if current earnings are attributable to
operating cash flows with a greater degree than accruals. It found also a positive
effect of real earnings management on the relationship between current and future
earnings, and a positive effect also on the relationship between operating cash
flows and future earnings with a greater degree than accruals. By conducting the
additional analysis, it found no effect for real earnings management as a control
variable rather than a moderating variable, and effect of dividends as a control
variable, on future earnings. And by conducting a sensitivity test, it found
persistence of operating cash flows with a greater degree than discretionary and
non-discretionary accruals, which are similar to the basic analysis results,
reflecting the robustness of the results.

Recommentions: Based on the previous findings, the research recommends
stakeholders rely on earnings persistence, as proxy of earnings quality, and a
mechanism for evaluating the company’s performance, given the high utility of
their information, which improves the decision-making process.

Originality/Value: The research tries to reduce the research gap in the accounting
literature on the subject area of research. The findings of the research are expected
to be of interest to managers, investors, financial analysts, and other stakeholders.

Keywords: Real earnings management; Operating cash flows; Accurals; Earnings
persistence.
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(Ab_ CFO) dulall e dlpiall 20 el e yuady sVl Alilas dl s =g,

o WS LSl ana 3508 B sl gl Jof Jsa) Jlea) o ol i) pues daud o3y
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Aiaatl) A jal) <o) o) g <l gaf = 1 /£/Y/1
(e.g., Meini and aal_ull el &_ulle dmgie o Ll daabal) dud 5ol ¢ o) 5
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