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Extended Abstract

Introduction

The credibility of financial reports depends on the value relevance of their
accounting information. For financial information to be relevant, there must be
a significant relationship between accounting items and firm value. This study
aims to determine the value relevance of various accounting variables in
predicting stock prices on the Tehran Stock Exchange (TSE).

Literature Review

Traditional value relevance studies often rely on linear regression models.
However, the relationships between accounting data and stock prices can be
complex and non-linear. This research addresses this limitation by employing
the Classification and Regression Tree (CART) method, a non-parametric
technique that automatically captures non-linear relationships and interactions
between variables without pre-specification.
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Research Methodology

This study uses a non-parametric method, Classification and Regression Trees
(CART), to assess the value relevance of accounting variables. A sample of 93
companies listed on the TSE was selected for the period from 2000 to 2019
(1398 _1379). Data were analyzed using SPSS and R software.

Results

The findings indicate that net profit, distributable profit, book value, and
operating cash flows have the highest percentage of value relevance in
determining stock prices, respectively. The next tier of relevant variables
includes revenue, total assets, industry type, and cash and short-term
investments. The results also reveal that R&D expenses and other
comprehensive income have zero value relevance in the model.

Discussion and Conclusion

This research provides valuable insights for investors by ranking accounting
information based on its utility in stock valuation. The findings suggest that
traditional earnings and book value metrics remain highly relevant, but cash
flow and revenue data also play a significant role. The lack of relevance for
R&D highlights a potential valuation challenge for intangible assets in the
Iranian market. The CART model proves to be a useful tool for uncovering
complex valuation dynamics.

Keywords: Value Relevance, Classification and Regression Trees (CART),
Intangible Assets, Growth Opportunities, Alternative Performance Measures.
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