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The Effect of the Sign of Accounting Earnings and Operating Cash Flows on Their
Information Content

Jamal Z. Jabr and Mamoun M. Al-Debi’e

ABSTRACT

The study aims at examining the effect of the sign of both accounting earnings and net cash flows from operating
activities on their information content. The researchers hypothesized that both variables will have a significant
information content when they both have a positive sign, and no information content when they both have a
negative sign. Furthermore, the information content of the two variables increases when they both have a positive
or negative sign. A sample of 88 industrial and service companies listed on Amman Stock Exchange during the
period 1995-2003 was used with a total number of 641 observations. The results show that: (1) Positive
accounting earnings and positive cash flows from operations have an information content, while negative
accounting earnings and negative cash flows from operations do not, (2) Positive accounting earnings and positive
cash flows from operations have an additional information content in the presence of the other variable, (3)The
information content of both variables increases when the change in both of them is positive.

Keywords: Information content, Additional information content, Sign of accounting earnings, Sign of
operating cash flows.

Received on 26/3/2007 and Accepted for Publication on 22/11/2007.

-23-



