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Abstract

The aim of this study is to examine the informatioontent of net value added in regard to enterprise
profitability and its market value. Moreover, thady attempts to examine whether net value addednration
has incremental information content above thatashiegs figure and the enterprise book value. (A@ustrial
and service companies listed in Amman Stock Exchamegresent the study sample during the period 2001
2010.

Regression analysis is employed to examine they'stinypotheses. The study reached to the followasglts:

1- There is a significant and positive relationsbgiween earnings figure of the current year amdiegs figure

of the next year. 2. Net value added does not hamvencremental information content regarding future
profitability above that of current profitabilit. There is positive significant relationship betweamarket value

of common equity and book value of common equityTHe earnings figure provides incremental infoliorat
content regarding market value above that of boalkes 5. Net value added does not have an incramnent
information content regarding market value abow ¢ book value and earnings figure.

Keywords: Net Value Added, return on equity, Information Gantf Jordan.

Preface

A huge portion of the current research that is ighied in the leading academic accounting jourrslg]y the
relationship that is found between the capital retrkvariables and financial statement informatibime large
amount of published research shows that thereneed for capital markets research. For the pasy tyears all
research has heavily scrutinized the relationgtap is found between returns and earnings.

Any discussion of the return-earnings relationit &s called, must go back at least as far as 1968t year two
papers were published, one by Ball and Brown artkroby Beaver. The former study related earnings
information to abnormal returns from 12 months beftm 6 months after an earnings announcementewvid
latter related it to share price volatility anddireg volume in the weeks surrounding the announceré
earnings.

While the evidence of an association between retamd earnings is statically compelling, the extlmy
power of earnings, in the typical study, has beeaky The weakness of the association between ariduodl
security's accounting earnings and its stock mamddeirns was highlighted by (Lev, 1989). He argtieat a
perfect correlation between earnings informatiod abnormal returns would be guaranteed only if iagm
were the sole information source within the perwér which returns were measured, if expected egsnivere
measured correctly, and if investors reacted ideltyi to the earnings releases of all firms..

This study focuses on net value added and exaniinigsle in the prediction of future profitabilitgnd firm
value. If it is found that net value added inforimathas incremental content, then that would ireeezur ability
of explaining market variables changes. Furthermibreould affect disclosure requirement rated & walue
added.

Net value added is chosen for the following reaséistly, there is a few previous internationategnting
research in this field Secondly, accountants ammh@wists praise its importance valuation of comgsrand
efficient management.

This study aims to achieve the following goalsstfiy, increase the expletory power for the earrang non-
earning variables to the stock return variables thiwill happen by add net value added variabléhéostock-
return model. Second, introduce the evidence ablmtinformation content for net value added frore th
Jordanian market. Finally, this study tries to éese the shortage in studying net value addedeircdpital
market research.
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The impact of net value added on future ROE isistidnd then net value added is investigated taf seaet
value can explain the market value variances inergat to current return on equity the book value.

Literature Survey

The work ofBall and Brown (1968) is considered as the firgstific study in the capital markets research. Bal
and Brown asked the following question: are abnoretarns on the share market associated withelease of
the preliminary annual EPS number?

The answer to their question was as follows. Iremsstound earnings numbers "useful”, in that eaymiforecast
errors, or earnings innovations, were significantliated to abnormal returns. Many following stedéessert the
existence of this relationship between earningssaock returrf.

(Lev, 1989) found in his evaluation that the explany power of the relationship that is found betwehe
earnings and the stock return does not surpass 10%e literature gives numerous reasons for thekwea
relationship for returns and earnings. Severaldd@a how to develop the estimation of returns-t@hahave
been identified, such as (Ou and Penman, 1989)pidreeered the present financial data other thamiregs in

to the R-E relation.

(Lipe, 1986) examined the relationship that is fbloetween the different parts of the accountingiegs and
stock returns. The research looks at whether thansist commonly reported modules of earnings cae gi
supplementary information that isn’t found in therréngs figure. The six modules that were examiimethe
study include the following: gross profit, geneeald administrative expense, depreciation expanserest
expense, income taxes, and such other articlesc@helusions of the investigation show that all thedules
explain the deviations found in returns and thatiegs alone could not explain it.

Easton and Harris, (1991) investigate whetherekiellof earnings divided by price at the beginrofithe stock
return period is relevant for evaluating returnpéiag association. They found that the main explanyagariable
for stock return window is the level of earningsidéed by price at the beginning of the stock retwindow
instead of the earnings divided by the changeitemt the beginning of the stock return window.

Easton, et al., (1991) increased the strengthisfassociation by increasing the length of thelystwindow,
they found a higher correlation between earningksraturn when longer interval over is used.

Alkhalialeh, (2008) gives proof from the Jordaniararket on the topic of traditional accounting measu
forecasting ability to clarify stock returns varias that had become reduced in the 1990s. Then§iadiave
revealed that conventional, accounting performameasures have lost their once strong link withgtoek

returns during the 1990s, and that is in comparisathe 1980s. On the other hand, findings have rdgsealed
that accounting based performance measures dreelilant because they can explain of the variantstock.

Those accounting based performance measures éhatast relevant include earnings. The findings psepthat
it might not be a good idea to discontinue theafdeaditional performance measures.

Dimitropoulos and Dimitrios, (2009) studied the atédnship that is found between stock returns and
earnings figures in the Greek capital market. Tineliigs reveal that there is a strong value releyafor
accounting earnings. The results also show thaigusime-series aggregated data and cross-sectiatal
resulted in a great increase of the forecastinditpof earnings for returns. This was for the retuand
differenced model that yielded a lot more significaarnings response coefficients.

Beisland, (2011) studied the statistical link tiefound between the stock returns and the incotaeraent
information. This was done on a pool of listed Negian companies. The study revealed that the value
relevance that was measured by using the foregaability of regression analysis does in fact deuiblboth
disaggregation effect and the sign included inath&lysis.

Regarding net value added, Karpik and Belkaoui §)9®llow work previously done that show the
empirical/theoretical relationship that is foundveeen the accounting variables and market riskxdmined the
incremental abilities of value added measures &ifgl the cross-sectional variation in market betaast go
beyond what is provided by the risk measures.

® See for example: Amir and Lev, (1996), Ball andhéot, (1991), Wilson, (1986), and Beaver, (1968).
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Bao and Bao (1996) investigation is in harmony vather investigations that look at time series prtips of
accounting earnings. It studies the propertiesmé tseries and the value added based measureglhosing
four very well acknowledged time series models.oligh the use of a sample of firms in the U.S. #wallts
reveal that the value added based measures camnbiElered, a random-walk process. That showeditthai
the lowest predictability errors, in the senseheftwo error metrics.

Kim et. al., (1996) studied if and to what degtisehe net value added information used in the etaatkd if it is
helpful as a forecasting measure. It was discovétatithe net value added has information contéfhtthis
implies that the net value added that is used@efarmance metric, does merit more notice by sgcanalysts
and financial managers.

Belkaoui, (1999), studies the responsibility of thet value added in the forecasting of the outldok
profitability and firm valuation. The findings realethat the net value added doesn't offer a langeunt of
information about the potential profitability inenental. That is in comparison to the informatiomttlis
provided by the current profit rate.

Research Hypothesis

Hol: There is no statistical positive relationshipvietn current ROE and future ROE.

Hq2: Net value added does not provide additional mfation content beyond future ROE more than current
ROE.

Ho3: There is no statistical positive relationshipvietn common stock book value and common stock rmarke
value.

Ho4: Current ROE does not provide additional informatcontent beyond common stock market value more
than common stock book value.

Ho5: Net value added does not provide additional imfmion content beyond common stock market valuesmor

than common stock book value and current ROE.

Research variables and models

To test the first hypothesis, the first model isdis

ROE® j.1=ag+a&;ROE +&y (1)
Where:
ROE it+1 = Xi2/BVit
ROE i+1= return on equity.
Xit1= net income.
BV ;= book value of common equity at the end of year.
ROE;" Return on equity.
ag, ay= Statistical model coefficients.
t: year, i: firm
e,i= Statistical model error.
Model (1) is used to investigate the role of curr®OE in forecasting future ROE. To test the second
hypothesis, | will run the following model.

ROE;i1=bg+b,ROE;+b,NVA;; +&i¢ ¥
Where:

NVA; = net value added.

b, b= Statistical model coefficients.

e,;= Statistical model error.

Model (2) study the impact of the net value addethe relationship that is found between the curaewl the
future profitability.

The net value added is one of the probable perfocmaneasures that could be calculated fairly eafsityn
published accounting numbers (Bao and Bao, 1989).

We can calculate net value added from the lefightside from the following two equations (Kim, at, 1996
and (Belkaoui, 1999)).
S-P=W+I[+D+Di+R+T 3

° | use ROE as an indicator for firm profitability
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S-P-D=W+I|+Di+R+T 4
Where:

S= Sales.

P= purchases.

W= Wages.

I= Interest.

D= Depreciation.

Di= dividends.

T= Taxes.

D= Depreciation.

R= Retained earnings.

The gross value added is expressed in Equatiowf8)e after subtracting depreciation the resuftresent net
value added as Equation (4).

To test the third hypothesis, | will use model (3):

MV i=a+ BV, +&;; 5
Where:

MV ;= Market value per share.

BV;= book value of equity per share.
a, B= Statistical model coefficients.
&5t = Statistical model error.

Model (3) is used to study the relationship betwien market value and firm book value.

To test the fourth hypothesis, | will use model (4)

MV it =yt (Y1+Y2ROE;)*BV it +€4it 6

Where:

Yo, Y1 and y,= Statistical model coefficients.

e4i= Statistical model error.

| add ROE to examine its ability with share bookuean explaining the change in share market value.

To test the fifth hypothesis, | will use the follmg model

MV i =Vo+ (V1+VoROEj+v3 NVAy)* BV +65; 7

Where:

Vo, V1 and w= Statistical model coefficients.

es;= Statistical model error.

In this model, | add net value added to study kiititg with ROE and share book value in explainihg change
in share market value.

Statistical analysis tools

We will use many statistical tools in this reseafeinstly, deceptive analysis will be used. Nexuill use simple
and multi regression for test the study hypothekastly, | will use (Adjusted- for indicate the incremental
information content for the study variables.

Data Sources

For collecting the data that you have it's to cotep@search variables, we use the following ressarc
1- Amman Stock Exchange companies guide.

2- Financial reports from Jordanian shareholdingganies.

Sample

We will take all the Industrial Jordanian sharelmddcompanies that satisfy the following conditions

1- The company should not have unmoral events sstconsolidation or distribute free shares to the
shareholders or stock split....

2- The company must trade in the exchange in wéini@y period (2001-2010).

The total companies that have satisfied the camstivere forty companies; Thirty-two companies wieoen
industrial sector and eight companies were fromisersector.
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Statistical Analysis
Descriptive Analyses

Table 1 shows descriptive analyses measures for our wainbles (386 year-observations), and for removing

outliers observations we exclude what is less ghamcentile 1 and what is more than percentile 99%#ch
variable. Table 2 shows descriptive analyses measiar our main variables after exclude the owdlidthe
statistical measures includes: minimum, maximumamenedian and the standard deviation. We notiakthie
(ROE1) mean= 0.07, and the (R@Bnean =0.07, and the (N\VWA;)= 0.11 and the (My) mean =3.53, and
lastly the mean of (By= 2.21. We notice that all main variables meandose to their medians which give
indication that these variables are normally distied. It is observed that the standard deviatdrnise variables
in fact have a lower value in comparison to befxeluding the outliers’ observations and this shibat it is in
the accepted range.

Table 1: Descriptive measures before deleting outlierseotations
(40 Industrial and services Jordanian compani@31:2010, 386 company-year observations

Variable | Maximum Percentile 99 STD. Median Mean Percentile 1| Minimum
ROE;+1 0.73 0.42 0.15 0.08 0.071 -0.40 -0.80
ROE; 0.54 0.35 0.15 0.08 0.065 -0.39 -1.38
NVA 149,169,995| 142,245,118| 15,755,309| 884,019| 4,145,684| -89,932,671| -91,426,020
MV 24 16.25 3.33 2.71 3.63 0.28 0.14
BV 10.85 9.25 1.71 1.64 2.25 0.34 0.31
Descriptive measures after deleting outliers' obseations
Variable| Maximum STD. Median Mean Minimum
ROE+1 0.38 0.13 0.08 0.07 -0.72
ROE; 0.34 0.12 0.08 0.07 -0.35
NVA 141,381,245 12,871,231| 801,274| 4,023,317| -89,142,302
MV 16.2 2.99 2.71 3.53 0.28
BV 9.23 1.56 1.64 2.21 0.34

Note:

This table shows the statistical descriptive meastbefore and after deleting the outliers.
Variables definitions:
ROE;.1. = return on equity(future)
ROE; = return on equity (current)
NVA =net value added..
MV ;= Market value per share.

BV ;= book value of equity per share.
i=firm, t=year

We see from table 3 Spearman matrix correlatiomofacbetween study main variables. We saw thathall
factors are statistically significant at= 0.01 except that between BV and NVA. The higHastor was as
expected between BV and MV (0.71) then between RQ&mnd ROE (0.59).

Table 3

Spearman correlation factors matrix between thadystariables

Variable BV MV NVA ROE;
ROE;i+1 0.19* 0.36* 0.27* 0.59*
ROE; 0.26* 0.43* 0.35*
NVA/TA 0.08 0.18*
MV 0.71*

This table shows Spearman matrix correlation fach@tween study main variables.
ROE;.1. = return on equity(future), RQE= return on equity (current), NVA =net value adde
MV ;= Market value per share., B¥ book value of equity per share., i=firm, t=year
* Factors are statistically significant@t 0.01
Hypotheses testing results
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Model 1: ROE;i;1=ay+a&yROE;+€e;;
Table 4 shows the model factors values and thesAeijlsR coefficients that refer to the expletory power tioe
model. We see that the vales efaxtors which refer to RQEand Adjusted-Rvalues are positive for all study
years which means that there is a positive relakign between RQEand ROE;.; so we refuse the null
hypothesis and accept the alternative hypothesieoe is statistical positive relationship betwearrent ROE
and future ROE. This result fits with the previostsidies and asserts the companies concentratioto on
portability as an indicator to efficiency, and thevestors’ attention to the companies previous iegrrior
investing; that will increase the companies’ futaegnings.

Table 4
Model 1 regression results

Year Adjusted R Factora; Factora, Observations

2001 .313 .641 .628 34
*(16.02) *(4.00) **(2.52)

2002 .356 7 .045 34
*(19.28) *(4.39) **%(1,72)

2003 .244 511 .057 37
*(12.56) *(3.56) (2.62)

2004 .543 1.007 .002 39
*(44.56) *(6.68) (-1.0)

2005 .538 1.01 -.134 39
*(45.16) *(6.72) (-.81)

2006 457 .709 .02 39
*(32.95) *(5.74) (1.28)

2007 .815 .928 -.006 40
*(172.39) *(13.13) (-.71)

2008 .658 .879 -.008 40
*(76.18) *(8.73) (-.64)

2009 456 1.189 -.005 39
*(32.85) *(5.73) (-.21)

2010 .398 .615 .028 35
*(23.45) *(4.84) (1.45)

All Years .507 .834 .01 376

*(386.56) *(19.66) ***(1.80)

*** The factor is significantly at 0.1
** The factor is significantly at 0.05
* The factor is significantly at 0.01

Model 2: ROE;; =bg+b;ROE;;+b,NVA;; +65¢

Table 5 shows the second model coefficients vadmesthe Adjusted-Rvalues that refer to the expletory power
for the modelTo test the second hypothesis, we compare Adjustefbr models 1 &2, the differences between
the two models show at table 6. From this tablesh@w that there isn’t any significant differencevizen the
two models, In addition net value added coeffici@itors are not significant for all years, so weept the null
hypothesis which means that Net value added doepmwide additional information content beyonduhat
ROE more than current ROE. Finally the results abhg's Z-test between model (1) and model (2) ydht
the variances between the adjustés &en't statistically significant with value eqaall.30.

The reason for this result is the low attentiomfrthe investors to the companies' net value adadtdthey do
not suppose that the increase in net value addetbad to increase in companies' profitability.

Model 3: MV=a+ p BV +&;

Table 7 shows the model factors coefficients vales the Adjusted-Ramounts. We see that the valesBof
factors which refer to BY and Adjusted-R values are positive for all study years this meaet there is
positive relationship between B¥nd MV, so we refuse the null hypothesis variable and adtepalternative
hypothesis so There is statistical positive retaiop between common stock book value and commuok st
market value.

This result fits with the previous studies andeaissthe strong relationship between the sharek baloe and
market value in the Jordanian shareholding comganie
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Model 2 regression results
Year Adjusted-R b, Factor Factor h Factor i Observations
2001 .292 -.04 .667 .0654 34
*(7.8) (-.23) *(3.35) **(2.36)
2002 .361 .139 .596 .043 34
*(10.33) 1.11 *(3.23) (1.64)
2003 .236 -.071 571 .061 35
*(6.25) (-.58) *(3.46) (2.49)
2004 .536 .0945 971 -.028 39
*(22.93) (1.06) *(6.29) (-1.31)
2005 .527 -.048 1.056 -.013 39
*(22.18) (-.43) *(5.69) (-.70)
2006 461 144 .685 .009 37
*(99.64) (1.19) *(5.1) (.49)
2007 .838 17 .844 -.019 39
*(99.64) *(2.91) *(12.02) **x(-1.92)
2008 .679 .207 .789 -.025 40
*(42.28) ***(1.86) *(7.25) (-1.60)
2009 475 -414 1.436 .028 38
*(17.76) (-1.34) *(5.3) (1.16)
2010 .379 -.003 .617 .028 35
*(11.36) (-.01) *(3.36) (1.16)
All years .507 .052 .81 .008 370
*(190.51) (1.23) *(16.83) (1.15)

*** The factor is significantly at 0.1
** The factor is significantly at 0.05
* The factor is significantly at 0.01

Table 6
Adjusted-R? between model 1 and model 2
Year Adjusted-R Model 2 | Adjusted-R Model 1 The difference
2001 292 313 -.021
2002 .361 .356 .005
2003 .236 244 -.008
2004 .536 .543 -.007
2005 527 .538 011
2006 461 457 .004
2007 .838 .815 .023
2008 .679 .658 .021
2009 A75 .456 .019
2010 .379 .398 -.019
All years .507 .507 0
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Model 3 regression results

Year Adjusted-R B Factor o Factor Observations

2001 484 1.397 746 36
*(33.78) *(5.81) (1.23)

2002 314 1.287 2.215 35
*(16.54) *(4.07) *(2.86)

2003 5 1.605 1.492 37
*(37.07) *(6.09) **(2.17)

2004 .598 1.58 .635 38
*(55.96) *(7.84) (1.10)

2005 .673 1.556 .370 40
*(81.37) *(9.02) (.77)

2006 716 1.319 .0934 39
*(97.03) *(9.9) (.24)

2007 757 1.335 -.009 39
*(119.37) *(10.93) (-.03)

2008 .608 1.329 -.354 38
*(58.3) *(7.64) (-.80)

2009 .667 1.223 -.202 38
*(78.67) *(8.87) (-.592)

2010 .637 1.062 -.110 36
*(62.54) *(7.91) (-.33)

All years 517 1.362 .498 376

*(402.06) *(20.05) *(2.74)

*** The factor is significantly at 0.1
** The factor is significantly at 0.05
* The factor is significantly at 0.01

Model 4: MV =yo+ (y1+y.ROE;)*BV i +eyi

The fourth model regression results are shown idet8. Table 9 in other hand compares Adjusted- R
coefficients between models 3 and 4. From thisetaid show that there is significant difference leetwthe
two variables. The results of Vuong's Z-test betweawdel (3) and model (4) verify that the varianbetveen

the adjusted & are statistically significant at 0.01 level witalue equal to 3.72. so we refuse the fourth null
hypothesis and accept the alternative one, whicansmghat Current ROE provides additional infornmatio
content beyond common stock market value more twamnmon stock book value. This asserts what we said
previously about the inventories concentrationamings figures.
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Table 8

Model 4 regression results

Year Adjusted R y» Factor y, Factor Yo Factor | Observations #
2001 .833 5.888 .623 .520 35
*(85.88) *(9.07) *(5.02) **%(1.84)
2002 .755 9.178 .638 1.076 35
*(53.44) *(7.78) *(3.29) **(2.22)
2003 729 8.534 .893 724 36
*(48.08) *(4.66) *(3.27) (1.37)
2004 71 5.701 .947 .651 38
*(46.28) *(3.87) *(3.9) (1.33)
2005 727 3.838 1.003 .815 40
*(52.87) *(2.91) *(4.05) ***(1.75)
2006 791 4.047 707 72 39
*(72.75) *(3.76) *(3.59) ***%(1.91)
2007 a7 1.787 1.048 327 39
*(64.6) *(1.76) *(5.2) (.80)
2008 .622 1.903 1.017 .0312 38
*(31.44) (1.54) *(3.84) (.06)
2009 794 3.956 .644 495 37
*(70.47) *(4.15) *(3.4) (1.5)
2010 551 2.16 .645 375 34
*(21.27) **(2.1) *(2.97) *(.96)
All years .663 5.234 .684 .871 371
*(364.78) *(12.72) *(8.78) *(5.70)
*** The factor is significantly at 0.1
** The factor is significantly at 0.05
* The factor is significantly at 0.01
Table 9: Adjusted-R? between model 3 and model 4
Year The difference Adjusted-R Adjusted-R
Model 4 Model 3
2001 .349 .833 484
2002 441 .755 314
2003 229 729 5
2004 112 71 .598
2005 .054 727 .673
2006 .075 791 716
2007 .013 a7 757
2008 .014 .622 .608
2009 127 794 .667
2010 -.086 .551 .637
All years .146 .663 517

Model 5

MV i =vot (Vi+V,ROE;+v3 NVA/TA)* BV ji+es;
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Table 10 shows the model 5 regression resBls.testing hypothesis 4, we should compare Adjlsi for
models 4 and 5. The differences between the twoefashow at table 11. From this table we showttherte is

not any significant difference between the two ahles, the results of Vuong's Z-test between m@dehand
model (5) verify that the variances between thaistdfd Rs aren't statistically significant with value equal
1.09. .So we accept the null hypothesis, whichmaedet value added, does not provide additionarimétion
content beyond common stock market value more ¢oammon stock book value and current ROE. The reason
for this result is the low attention from the int@s to the companies' net value added that theyotdsuppose
that the increase in net value added will leadntpiacrease in companies' profitability.

Table 10
Model 5 regression results
Year Adjusted R Factor ¢ Factor v viFactor vy Factor Observations #
2001 .806 .399 4.101 737 .637 34
*(46.59) (.04) *(3.66) *(6.16) **(2.4)
2002 .753 -10.325 10.109 .575 1.226 35
*(35.56) (-.85) *(6.26) **(2.6) **(2.36)
2003 .763 -20.038 11.521 591 1.012 35
*(37.53) (-1.42) *(5.05) **%(2) **(1.87)
2004 .702 -2.019 5.846 931 .683 38
*(29.99) (-.10) *(2.83) *(3.18) (1.17)
2005 711 5.767 3.213 1.080 .695 39
*(32.14) (.36) (1.59) *(3.38) (1.16)
2006 792 -1.972 5.143 577 .879 38
*(47.99) (-.14) *(3.16) **(2.35) ***(2)
2007 .781 17.812 .518 1.208 .006 38
*(46) (1.68) (.38) *(5.12) (.01)
2008 .63 22.494 176 1.206 -.346 38
*(22) (1.33) (.01) *(4.06) (-.61)
2009 .802 20.259 2.335 .809 .156 37
*(49.5) (1.53) (1.64) *(3.75) (.4)
2010 .542 6.233 1.806 .692 .244 34
*(13.99) (.58) (1.5) *(2.96) (.54)
All years .659 4.357 4.906 724 .782 366
*(236.54) (.88) *(8.38) *(8.02) *(4.43)

*** The factor is significantly at 0.1
** The factor is significantly at 0.05
* The factor is significantly at 0.01
Table 11: Adjusted-R’ between model 4 and model 5

Year The difference Adjusted R Adjusted R
Model 5 Model 4
2001 -.027 .806 .833
2002 -.002 .753 .755
2003 .034 .763 729
2004 -.008 .702 71
2005 -.016 711 127
2006 .001 792 .791
2007 .011 781 a7
2008 .008 .63 .622
2009 .008 .802 794
2010 -.009 542 551
All years -.004 .659 .663
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Conclusion and Recommendations

The main point that is concluded from this studythat investors, creditors, and other external ricial
information users interest in accounting profisstlze unique element in the investment and finhdeeisions.
The main objectives of this study, is to deliveildewnce to Jordanians, on the content of value adtiesl second
is to form a comparison between the predictingitgtliletween value added in one hand and earnindg$aak
value in the other hand.

The findings indicate that there is statistical ifpes relationship between current ROE and futu@ER This
result fits with the previous studies and assdmésdompanies attention to the portability whictereb theirs
efficiency, and the investor's attention to the pames previous earning for investing; Net valddeal does
not provide additional information content beyontufe ROE more than current ROE. The reason ferrésult
is the low attention from the investors to the camips' net value added that they do not supposethba
increase in net value added will lead to increasompanies' profitability.

Then the study reach that There is statistical tppesirelationship between common stock book valod a
common stock market value which fits with the poes studies and asserts the strong relationshigebetthe
shares book value and market value in the Jordatiareholding companies.

After that the findings indicate that current ROB\pdes additional information content beyond comnstock
market value more than common stock book value ctWwhssert the important of profitability in our qoamies.
Finally the results show that net value added dmgsprovide additional information content beyoraenon
stock market value more than common stock bookevahd current ROE. The reason for this result asaie

is the low attention from the investors to the camips' net value added that they do not supposethiba

increase in net value added will lead to increassompanies' profitability.

Based on these results we recommend the following:

1- The Jordanian shareholding companies should dis¢hesfull data that we need to calculate net value
added.

2- The Amman Stock Exchange must start building a dsae that incorporates all the
significant information that any researcher woutkd. That will lead to an improvement in
the scientific research in Jordan.

3- The researchers should do more studies in thisritapiovariable in the future.
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