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Abstract: This study introduces the firm’s nominal value rather than using 
market value only in the stock market, which should be considered by investors 
and firm management when they make decisions. This research work examines 
the accounting information’s effect, which comprises the earnings, sales, book 
value per share, and operating profit of firm’s nominal value of the stock. This 
study uses regression analysis with 184 non-financial Indonesian listed sample 
firms from thirteen industries for the period 2007–2016. The result is that the 
firm’s accounting information, namely the earnings, sales, book value per share 
and operating profit has a significant influence on the firm’s nominal worth. In 
order to make a better decision in stock markets, it is suggested that investors 
and firm management should use the firm’s nominal value and certain 
accounting parameter, which include the earnings worth per share, book value, 
sales and operating profit to predict the stock market price. 
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1 Introduction 

The price of a particular asset can be divided into the nominal price, book price and 
market price. The nominal price or par value is the initial price of an asset when the asset 
is held, the book price is the asset value according to accounting at a certain time, while 
the market price is the asset price formed by the equilibrium of the demand and offer 
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(supply) on the asset at certain time (Ibbotson et al., 1984). In bonds, for example, the 
nominal price or par value of a bond is very important because this is the value that will 
be paid to the bondholders at the maturity of the bond (Focardi and Fabozzi, 2004). But 
in stocks, this nominal price has often been forgotten by shareholders because investors 
and firm management focus primarily on the market price in their decision making 
(Focardi and Fabozzi, 2004). Investors and firm management cannot know whether a 
stock is already too expensive in terms of its par value in the event that the stock has 
experienced many stock splits so that the stock market price has increased multiple-fold 
since the shares were first issued. 

During the last two decades, the worth value related to accounting information has 
progressed as one of the hottest research focuses in empirical studies, in developing as 
well as developed countries (King and Langli, 1998; Ali and Hwang, 2000; Arce and 
Mora, 2002). Black and White (2003), Gjerde et al. (2010), Glezakos et al. (2012), 
Tsalavoutas et al. (2012) and Ahmadi and Bouri (2018) illustrate that an accounting 
information is assumed as the most important factor in measuring firms’ net-worth and it 
substantially affect a firm’s stock price. Those research outcomes demonstrate that 
accounting information from bookkeeping is a value-relevant. Information provided by 
financial accounting can be considered as value-relevant if accounting is interrelated with 
the firm’s market value, which suggests an essential aims of the financial reporting 
system are to be achieved. On other hand, if the disclosed accounting information and the 
firm’s market value are not correlated, this means that value-relevance and the 
accounting information are not associated. The information from accounting can be 
treated as relevant information when such information on existing conditions based on 
accounting data is visible, understandable, and accessible for use by all market 
participants in their decisions (Paglietti, 2009; Robinson et al., 2017; Antonakakisa et al., 
2017; Anagnostopoulou and Tsekrekos, 2017; Ahmadi et al., 2018). 

Several previous research works concerning value-relevance accounting have been 
directed in recent years to compare the different capital markets in many countries. More 
precisely, these studies consider that there are certain deviations within accounting 
information and value-relevance revealed by firms. For example, research works by Arce 
and Mora (2002), Black and White (2003), Pervana and Bartulović (2014), Joliet and 
Muller (2016), Wang (2017), Houcine (2017) and Wang (2018) argued that differences in 
the value-relevance accounting can be qualified to dissimilar institutional as well as legal 
contexts. Several other recent studies seek to explain the criteria that influence the market 
value of Indonesian Stock Exchange firms (Mulyani, 2010; Naimah, 2012; Utama and 
Utama, 2014; Hayati and Putra, 2015). 

This study investigates the firm accounting and business information reflected in 
firms’ financial statements from accounting measures to examine whether a firm’s 
nominal value is the market value relative to the nominal value of the stock. This issue is 
important to enable investors and firm management to know whether stock prices are at a 
relatively high price in term of their firm’s nominal value. Understanding this is also 
relevant to them when making decisions concerning stock prices in the Indonesian Stock 
Exchange and other stock markets. Most of the firm stocks in Bursa Efek Jakarta (the 
Indonesian Stock Exchange) have experienced stock splits on several occasions, so that 
the current nominal (par) value of certain stocks are 5 Indonesian Rupiah (2019 average, 
US$1.00 = Rp14,000) compared to 500 Indonesian Rupiah when the firm first went 
public. 
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Other firms have implemented a reverse-stock split after they made stock splits on 
several occasions. For several firms whose stocks are to be split several times until 
reaching a minimum nominal value according to the Bursa Efek Indonesia regulations, 
the stock’s market price continues to increase to a certain price even more than before the 
stock was split. Studying this phenomenon is interesting to inform stock market 
practitioners in the Bursa Efek Indonesia and advise of the importance of using the 
stock’s nominal (par) value as a denominator of the firm’s nominal value variable and 
what variables will affect this. This research work also provide to the finance and 
accounting literature with accounting information on the important parameters that 
distress a firm’s nominal value so as to predict the firm’s net-worth. 

The importance of the topic is related to open issues related to the market values and 
financial criteria of corporate governance practices of firms in Indonesia, which is one of 
the world’s leading emerging economies. Sub-optimal practices could have adverse 
consequences on the firm sector and the financial criteria of Indonesian listed firms. 
Investors in the Indonesian listed market could get by the study several arguments of 
attention to support their investment and financial decisions. 

Investors need to forecast the stock market rate when they make the decision to buy, 
hold, or trade certain stocks to a stock market. The firm’s management also needs to 
measure the management performance to optimise the firm’s value. The study usages an 
econometric model of the firm’s nominal value and incomes per share, sales book value, 
and operating profit to investigate the relationships among these variables. 

2 Literature review and hypothesis 

Since 1968 several research works including a widespread study by Ball and Brown, have 
been conducted accounting information using the concern of value-relevance material, 
and more specifically researches haven been done on shares, net-stock, book value, 
revenues, incomes and cash flows. Indeed, a good number of research works demonstrate 
a significant statistical or econometric role to recognise the information content in firms’ 
stock value estimation (Feltham and Ohlson, 1995; Ohlson, 1995; Easton, 1999). More 
recent studies show that, compared to cash flows, the earnings and book value to accrual 
basic accounting have more value-relevance than cash for basic accounting in forecasting 
payments and current cash receipts. Francis and Schipper (1999), Healy and Palepu 
(2001), Wang et al. (2006), Lamp (2008), Oswald (2008), Moumen et al. (2017), 
Maigoshi et al. (2017) and Baboukardos and Rimmel (2016) show that the book-value 
has increased in terms of value-relevance compared with firm earnings over the sample 
period of the study. 

Gupta and Jayadev (2016) lead a research concerning the value-relevance based on 
quarterly accounting information on return and risk with banking section by a total of 39 
samples in 2008‒2015. This study indicated that the prices of the equity negatively 
impacts in Banks followed by NPAs, but positively impacts the accounting returns with 
net worth. Furthermore, this study shows that both public and private sector banks works 
differently in the stock exchange reaction to the disclosed accounting information. In 
spite of the better returns accounting published by private banks; the market allocates 
additional essential evidence related to risk-related information which causes a low 
equity price. Marquardt and Wiedman (2004) and Habib (2004) show the evidences that 
impacts of earnings management based on value-relevance to avoid loss in accounting 
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discuss how reduced earnings management may lead a worsening condition of 
accounting of a firm’s incomes. 

Hadi (2004) examines the accounting information of Banks based on value-relevance 
aspect for firms’ financial reporting in the Stock Exchange in Kuwait. He employs 
regression analysis with six financial ratios of financial reporting in his research to 
resolve the hypothesis of his study. The result shows that the accounting information is 
very useful for decision making by investors in Kuwaiti banks, and that most of the ratios 
are substantial excluding the ratio of losses. Additionally, Trabelsi and Trabelsi (2014) 
investigate the accounting information based on value-relevance for financial market in 
Dubai and demonstrate the firms’ market value effects. Vijitha and Imalathasan (2014) 
investigate the accounting information based on value-relevance for financial market in 
Colombo Stock Exchange and show that net asset and worth, earnings per share, revenue, 
and equity returns have significant effects. The results are similar those are found by the 
studies such as by Wang et al. (2006), Inchausti et al. (2007), Oswald and Zarowin 
(2007), Oswald (2008), Chiesa and Frattini (2009), Cormier et al. (2009), Devalle and 
Magarini (2012) and Ciftci and Darrough (2015). 

Glezakos et al. (2012) study the correlation between book values and earnings per 
share on the share prices in the Stock Exchange firms of Athens. Their result shows that 
the descriptive power of return for shares and market value ratio in share prices improved 
over time. Moreover, their result provides that in the last few years the earnings have 
contributed a gradually diminishing role in the stock price in relation to market value 
ratio. According O’Hanlon and Pope (1999), Dhaliwal et al. (1999), Kallapur and Kwan 
(2004), Cormier et al. (2009), Agostino et al. (2010), Jones and Smith (2011), Inchausti 
and Pérez (2011), Devalle and Magarini (2012), Black (2016), Vo (2017), Sikalidis and 
Leventis (2017), Robinson et al. (2017) and Flower and Ebbers (2018) the market value 
ratio has a positive outcome to stock-price assessment. 

Regarding the accounting theories, Dechow (1994) examines the market response to 
the accounting variables. This study provides theorists with guidelines to predict a 
business event by evaluating the information content of the accounting values and 
choosing a better criterion. Therefore, the study of accounting behaviour shows that the 
accounting values can be used as a criterion to evaluate the usefulness and the quality of 
the accounting information. This result can explain why shares are acceptable for 
individuals. This is because any shareholder receives a share equal to his own share sheet 
from the firm and expects the price rate to increase for their own shares as the firm’s 
equities value increases (Khodadadi et al., 2014). Therefore, those shareholders with an 
increasing nominal shares’ return receive benefits that are more than the return which 
they get from the inflation rate, but the shareholders of shares with a growth of the 
nominal shares’ return lower than the inflation rate will suffer (Khodadadi et al., 2014). 

A recent study conducted by Deitiana and Habibuw (2015) argued that interested 
parties ‒ which are a wide range of stakeholders, such as shareholders, bondholders, 
bankers, lenders, suppliers, employees and stakeholders who need to control the business 
for their interests ‒ can be served by providing the firm’s financial information. The 
interested parties can use the financial ratios derived from the firm’s financial reporting 
to analyse their business interests as the basis for predicting their business prospects in 
future periods (Gitman, 2012). Accordingly, to monitor the business condition of the 
firm, the financial ratios could be used as a basis for comparison over time and to 
establish the relationships among other relevant variables. 
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H1 A firm’s earnings per share affect positively the firm’s nominal value. 

H2 A firm’s book value affects positively the firm’s nominal value. 

H3 A firm’s sales affect positively the firm’s nominal value. 

H4 A firm’s operating profit affects positively the firm’s nominal value. 

Figure 1 Expected relationship between earnings per-share, book-value, sales, operating profit 
and nominal value (see online version for colours) 

 

 

Figure 1 shows the accounting information, i.e., earnings per share, book value, sales, 
operating profit related financial declarations, and the firm’s value. This study uses the 
firm’s nominal net-worth, which is known as stock market price relative to its nominal 
(par) value, rather than the stock market value (stock price). The use of the nominal (par) 
value is to provide investors and firm management with an understanding that the use of 
stock market prices can be misleading because of the occurrence of stock splits and 
reverse stock splits of a particular stock during earlier periods. The result of the study will 
provide investors and firm management with an understanding that predicting the stock 
market price will be more accurate when they use the firm’s nominal value and relevant 
accounting variables. 

3 Research design 

3.1 Selection of sample 

This research work usages of 218 sample firms listed in the Indonesian stock market. 
Like prior studies, this study excludes firms like financial and insurance institutions due 
to their nature of specific business and regulations by the government. After excluding 
financial and insurance firms, this study selects a final sample of 184 firms whose stocks 
are listed in the Bursa Efek Indonesia (Indonesian Stock Exchange) for the period  
2007–2016. This stock market is considered as one the utmost significant developing 
capital markets around the world. In order to examine the correlation between the 
earnings per share, sales, book value, operating profit and the firm’s nominal value, this 
study basically uses a generalised model of equity valuation. Firm data are collected from  
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firm’s official websites and finishing sample contains 1,840 observations (10 per firm per 
year) with the variables data of the firms’ nominal value, book value, earnings per share, 
sales and operating profit. 

3.2 Research method 

According to Zhu and Niu (2016) a firm’s financial reporting can be anticipated as 
appropriate if it verifies an association with the firm’s stock value. Several previous 
research works showed to examine the association between the net-worth, variations and 
earnings, and value of stock returns. This study uses regression analyses to quantity the 
significance of accounting information considering nominal value. Here, a high 
coefficient number reveals a high relevance to the nominal value for the unveiled 
accounting information, while a low coefficient number reveals a low relevance to the 
nominal value for the unveiled accounting information. 

This study considers nominal value as the main dependent variable, which is 
determined by using the stock price divided by the current stock nominal value, which is 
described in the firm’s notes to the financial statement. The current stock nominal value 
is the stock nominal (par) value after firm stock splits by the initial public offering until 
the current year. The stock price is the average of the closing price of the stock at the end 
of January, February, and March in the following year. This is to guarantee information 
of accounting subject-matter engaged by shareholders to speculate the decision 
(Tsalavoutas et al., 2012). The information of stock prices are gathered from Yahoo 
Finance data. 

Ohlson (1995) tried to estimate the value-relevance accounting information for book 
value and earnings per share. This model states the market price per share (P) market 
price as a function of book value per share (BV), earnings per share (EPS), sales (SL) and 
operating profit (OP). Referring to the model by Ohlson, this study uses as dependent 
variables these same EPS, BV, SL and OP, and investigates the relationship between 
these four variables of accounting information and the firm’s nominal value. The results 
presented above show that there are strong relationships between the four variables and 
the firm’s nominal value, which is the market value relative to the nominal value of the 
stock. Earnings per share are the net earnings calculates from the firm’s stocks with tax 
deduction. The book value in the firms is estimated per share which is determined by the 
firm’s total equities (with net assets liabilities) allocated by the quantity of stocks issued 
by firms. Sales are the total firm sales or main revenues during the year. Operating profit 
is the net total firm sales or total revenues with the total operating expenses or total cost 
of goods sold. 

In this area, this study contributes to the accounting and financial market reviews on 
earnings per share, net worth, and value-relevance accounting information in explaining 
the variation of the stock price. This study examines hypothesis for the value-relevance 
accounting information, book value and earnings per share, and evaluates the firm’s 
market price with the equity assessment: 

it 0 1 it 2 it 3 it 4 itNV α α EPS α BV α SL α OP e= + + + + +  

where 
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NVit equal to the average of the stock’s closing price at the end of the first three 
months of the year t + 1 divided by the stock’s nominal (par) value of year t 

EPSit earnings per share in year t 

BVit book value per share at the end of year t 

SLit calculated using sales or revenue during the year t 

OPit operating profit at the end of year t 

eit error term for firm i in year t. 

4 Empirical results 

This study uses regression analyses to examine the cause-effect relationship model of the 
data panel from the 1,840 observations from the selected sample (184 firms listed in 
Bursa Efek Indonesia during 2007‒2016; 10 observations per firm per year), with NV as 
used as dependent variable and EPS, BV, SL, OP as the independent variables. Table 1 
shows the descriptive figures for the study sample for a 10 year period from 2007‒2016. 
Specifically, Table 1 provides indicators for the dependent variable nominal value (NV), 
and the independent variables which are the earnings per share (EPS), book value (BV), 
sales (SL) and operating profit (OP). NV is the stock price of the year t which is divided 
by the nominal price of the same year of stocks. The NV figures are gathered from a 
three-month statistics within the same fiscal year in order to confirm that aimed the 
accounting information is obtainable and captured by investors. This is because 
information about firms’ financial reporting is known to the public during the period of 
January–March of the next year. EPS is earnings per share by investors, which is 
considered as the latest rate (annual), and it also reflects previous financial year’s 
reporting or it can be obtained from an accumulation of the period of earnings from 
quarterly financial reporting. The book value per share (BV) is the equity per share and it 
signifies the proportional mutual equity divided by the firm’s due (outstanding) fiscal 
year end shares. Sales are the total sales or revenue during the year, and OP is the 
operating profit that is earnings at the end of the same financial year’s reporting. 

The descriptive statistics for independent and dependent variables are shown in panel 
A of Table 2. Table 2 shows that the mean of level of the nominal value in our sample 
companies is 31.68403, with a high dispersion between the range of 0.1 and 4,120. The 
earnings per share’s mean value varied between a minimum of –2,970 and a maximum of 
222.304 with a mean of 435.6415, which reflects the high level of per share’s earnings. 
The mean book value is 1,602.465, the mean yearly sales are 161.574, and the mean 
operating profit is 124.742. 

Table 2 (panel B) shows the correlation matrix of the independent and dependent 
variables which indicates that the nominal value is positively associated with all 
independent variables used in our study (EPS, BV, SL, and OP). Therefore, it is obvious 
that nominal value of a firm is positively related to earnings per share, net-worth, 
revenue, book value, operating profit and sales. It means that the higher the EPS, BV, SL, 
and OP of the firm, the higher is the nominal value. 
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Table 1 Summary statistics 

Panel A – descriptive statistics 
Variables Observation Mean Std. dev. Min Max 
NV 1,840 31.68403 200.8556 0.1 4,120 
EPS 1,840 435.6415 5,379.699 –2,970 222,304 
BV 1,840 1,602.465 3,897.874 3,751 47,740 
Sales 1,840 161.574 323.3268 213 8,802 
OP 1,840 124.742 227.7954 –874 3,082 

Panel B – correlation matrix 
 NV EPS BV SALES OP 
NV 1.0000     
EPS 0.6373 1.0000    
BV 0.7913 0.4845 1.0000   
SALES 0.4907 0.1693 0.4023 1.0000  
OP 0.5430 0.2393 0.5986 0.3166 1.0000 

Table 2 Estimation results: Pit = α0 + α1EPSit + α2BVit + α3SLit + α4OPit + eit 

Variables Predict sign Coef. Std. err. t P > t 
EPS + 0.0129174 0.0004924 26.24 0.000* 
BV + 0.0244395 0.0085351 2.86 0.091*** 
Sales + 0.1280432 0.0378492 3.38 0.072*** 
OP + 0.0979272 0.0127598 7.67 0.000* 
R2 0.7572     
Adjusted R2 0.7567     
F 1,430.90     
Prob. > F 0.0100**     

Notes: NV refers to the nominal value of firms. EPS equal to earnings per share in year. 
BV is the book-value of equity. Sales equal to the total of sales or revenue during 
the year. OP is the operating profit at the end of year. Result of OLS regression 
where *, ** and *** indicate significance at the 0.01, 0.05 and 0.10 levels, 
respectively. 

The technique used in this study is assessed to measure whether the earnings per share 
and book value should answer the research queries in determining the nominal value in 
the Indonesian listed stock exchange. This study uses α = 1% and α = 5%, but for this 
study the significance threshold is also increased to 0.10 or α = 10% for the limited 
sample used in this study. 

Table 2 illustrates the outcome of the regression model of the nominal value (NV) as 
the independent variable and the dependent variables EPS, BV, Sales, and OP. The 
regression model shows R2 = 0.7572, which means that 75.72% of the dependent 
variables EPS, BV, sales, and OP can predict the dependent variable NV, and the 
remaining 24.28% is explained by other variables outside of the study model. This result 
is also confirmed by the F value = 1,430.90 at the significance level of 0.01, which is 
<0.05. This study can confirm and explore the deviation between the independent 



   

 

   

   
 

   

   

 

   

   150 Y. Indrayono    
 

    
 
 

   

   
 

   

   

 

   

       
 

variables, and findings are established duly by the statistical value of the Fisher statistic, 
which supports the importance of the revenue, book value, net-worth, earnings per share, 
sales and operating profit in estimating Indonesian nominal share price in the stock listed 
firms. 

Referring to the relationship between the nominal value (NV) and earnings per share 
(EPS), the finding shows that the statistical significance in this study is p = 0.000  
(p-value < 0.01). This result reflects the importance of including the earnings per share to 
clarify the importance of nominal value, with a prediction having a positive sign (+). 
Hypothesis 1 that a firm’s earnings affect positively the nominal value is supported. 

Referring to the relationship between the nominal value (NV) and book value (BV), 
the study shows the positive (+) prediction sign and p value at p = 0.091, which is 
statistically significant (p-value < 0.1). These results mirror the position of including the 
book value in the justification of the stock’s nominal value. Hypothesis 2 that the firm’s 
book value affects positively the nominal value is supported. 

For the relationship between firm sales (sales) and nominal value (NV), the study 
shows the positive (+) prediction sign and p value at p = 0.0000, which is statistically 
significant (p-value < 0.01). These results mirror the standing of including firm sales in 
the description of the stock’s nominal value. Hypothesis 3 that the firm’s sales affect 
positively the nominal value is supported. 

For the relationship between operating profit (OP) and nominal value (NV), the study 
shows the positive (+) prediction sign and p value at p = 0.072, which is statistically 
significant (p-value < 0.1). These outcomes reproduce the standing of including the 
operating profit in the enlightenment of the stock’s nominal value. Hypothesis 4 that the 
firm’s operating profit affects positively the nominal value is supported. 

A firm’s nominal value is the market value relative to the nominal value of the stock, 
which is assessed by dividing the value of stock market by the stock’s nominal value or 
stock par value. The higher the firm’s nominal value of a stock is, the more expensive the 
stock market price is relative to the stock’s nominal value. The lower the firm’s nominal 
value of a stock is, the cheaper the stock market price is relative to its stock’s nominal 
value. 

5 Discussion and implications 

All of the independent variables used in this study affect positively the firm’s nominal 
value. Incomes from shares have a significant relationship with the firm’s nominal value, 
which means that the more the incomes per share are, the more the firm’s nominal value. 
Book value has a positive relationship to the firm’s nominal value, which indicates that 
the more the book value is, the higher the firm’s nominal value. The firm’s sales have a 
positive correlation to the firm’s nominal value, which means that the higher firm sales 
are, the higher the firm’s nominal net-worth. A firm’s operating profit has a positive 
correlation with nominal value of a firm, which means that the higher the firm’s 
operating profit is, the higher the firm’s nominal value. The current nominal value of the 
stock may be the stock’s nominal price (that is, the stock par value when the firm first 
goes public), which has been subject earlier to a reverse stock-split or stock-split. To 
predict the stock market price, investors and firm management should obtain the data of 
the nominal value of the stock. 
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The study was motivated by the need of investors and firm management to predict the 
stock market price when they make a decision about the firm’s stock. The result of the 
study indicates that investors should predict stock market prices by using the firm’s 
nominal value when they make a trading decision in the stock market rather than using 
the stock market value. From the firm management perspective, this study also provides 
the understanding that financial related accounting information is a significant element 
that affects the firm’s stock market price. When the firm’s incomes per share, sales, book 
value, revenue and operational profit increase, it can be predicted that the firm’s nominal 
value will also increase. When the firm’s nominal value increases, the stock market value 
will increase because the stock’s nominal value is fixed. Conversely, when the firm’s 
nominal value decreases, the stock market value will decrease also. 

Investors and firm management should understand the following: 

a The firm’s earnings affect positively the firm’s nominal value; that is, the more the 
incomes per share, the more the firm’s nominal value. This means that the larger the 
incomes per share, the more expensive is the stock market price for investors, but 
this is the best performance for firm management to optimise the firm’s value. 

b The firm’s book value affects positively the firm’s nominal value; that is, the higher 
the book value is, the higher the firm’s nominal value. This means that the more the 
value of book is, the more expensive is the stock market price for investors, but this 
is the best performance for firm management to optimise the firm’s value. 

c The firm’s sales affect positively the firm’s nominal value; that is, the higher the firm 
sales are, the higher the firm’s nominal value. This means that the higher the firm 
sales are, the more expensive is the stock market price for investors, but this is the 
best performance for firm management to optimise the firm’s value. 

d The firm’s operating profit affects positively the firm’s nominal value; that is, the 
higher the firm’s operational turnover is, the higher the firm’s nominal value. This 
means that the higher the firm’s operational revenue, the more expensive is the stock 
market price for investors, but this is the best performance for firm management to 
optimise the firm’s value. 

These suggestions can provide investors and firm management with the most relevant 
variable to consider in their decision making, rather than directly using the stock market 
value regarding transactions in Bursa Efek Indonesia (Indonesian Stock Exchange), on 
which most of the listed firms have implemented stock-splits and reverse stock-splits 
during the last decade. The use of the stock’s nominal (par) value as a denominator for 
the stock market value to correlate with the accounting variables will provide a more 
accurate prediction of the firm’s value. Further studies using the firm’s nominal value and 
accounting information need to be conducted in other developing countries’ stock 
markets to strengthen the results of this study. 

6 Conclusions 

This study investigates the firm’s nominal net-worth with related accounting parameters, 
which are earnings per share, sales, book value, and operating profit. The result shows 
that earnings per share, book value, sales, and operating profit all positively affect the 



   

 

   

   
 

   

   

 

   

   152 Y. Indrayono    
 

    
 
 

   

   
 

   

   

 

   

       
 

firm’s nominal value. The outcomes provide strong evidence that certain accounting 
information for firm’s financial declaration has an effect on the firm’s nominal value, 
which is the market value relative to the nominal value of the stock. This provides a new 
approach to predicting the stock market price using the stock’s nominal (par) value as a 
denominator of the stock market price and relevant accounting variables. For a better 
outcome of the decision making by investors and firm management, they are 
recommended to use the stock’s nominal (par) value as a denominator for the stock 
market price as the firm’s nominal value even though the stock market price may have 
increased multi-fold from its par value. This recommendation is important for investors 
when making decisions concerning stock transactions in the stock market and for firm 
management to decide how to maximise the firm’s value in the stock markets. Therefore, 
for better decision making in the stock markets, investors and firm management should 
have a basic knowledge concerning the firm’s financial accounting which can provide 
suggestion of a firm’s business and surrounding economic information that are reflected 
in the firm’s financial statement. 

References 
Agostino, M., Drago, D. and Silipo, D., (2010) ‘The value relevance of IFRS in the European 

banking industry’, Review of Quantitative Finance and Accounting, June, Vol. 20, pp.1–21. 
Ahmadi A., Garraoui M. and Bouri B. (2018) ‘The value relevance of book-value, earnings per 

share and cash flow: evidence of Tunisian banks and financial institutions’, International 
Academic Journal of Accounting and Financial Management, Vol. 5, No. 1, pp.47–56. 

Ahmadi, A. and Bouri, A. (2018) ‘The accounting value relevance of earnings and book-value: 
Tunisian banks and financial institutions’, International Journal of Law and Management, 
Vol. 60, No. 2, pp.342–354. 

Ali, A. and Hwang, L.S. (2000) ‘Country specific factors related to financial reporting and the 
value relevance of accounting data’, Journal of Accounting Research, Vol. 38, No. 1, pp.1–21. 

Anagnostopoulou, S.C. and Tsekrekos, A.E. (2017) ‘Accounting quality, information risk and the 
term structure of implied volatility around earnings announcements’, Research in 
International Business and Finance, Vol. 41, No. C, pp.445–460. 

Antonakakisa, N., Gupta, R. and Tiwaric, K.A. (2017) ‘Has the correlation of inflation and stock 
prices changed in the United States over the last two centuries?’, Research in International 
Business and Finance, Vol. 42, No. C, pp.1–8. 

Arce, M. and Mora, A. (2002) ‘Empirical evidence of the effect of European accounting differences 
on the stock market valuation of earnings and book value’, The European Accounting Review, 
Vol. 11, No. 3, pp.573–599. 

Baboukardos, D. and Rimmel, G. (2016) ‘Value relevance of accounting information under an 
integrated reporting approach: a research note’, Journal of Accounting and Public Policy,  
Vol. 35, No. 4, pp.437–452. 

Black, D.E. (2016) ‘Other comprehensive income: a review and directions for future research’, 
Accounting & Finance, Vol. 56, No. 1, pp.9–45. 

Black, E. and White, J. (2003) ‘An international comparison of income statement and balance sheet 
information: Germany, Japan and the US’, European Accounting Review, Vol. 12, No. 1, 
pp.29–46. 

Chiesa, V. and Frattini, F. (2009) Evaluation and Performance Measurement of Research and 
Development: Techniques and Perspectives for Multi-Level Analysis, Edward Elgar 
Publishing, London, UK. 



   

 

   

   
 

   

   

 

   

    Firm nominal value and the role of some accounting information 153    
 

    
 
 

   

   
 

   

   

 

   

       
 

Ciftci, M. and Darrough, M. (2015) ‘What explains the valuation difference between intangible 
intensive profit and loss firms?’, Journal of Business Finance & Accounting, Vol. 42,  
Nos. 1–2, pp.138–166. 

Cormier, D., Demaria, S., Lapointe-Antunes, P. and Teller, R. (2009) ‘First-time adoption of IFRS, 
managerial incentives, and value-relevance: some French evidence’, Journal of International 
Accounting Research, Vol. 8, No. 2, pp.1–22. 

Dechow, P.M. (1994) ‘Accounting earnings and cash flows as measures of firm performance: the 
role of accounting accruals’, Journal of Accounting and Economics, Vol. 18, No. 1, pp.3–42. 

Deitiana, T. and Habibuw, L.G. (2015) ‘Factors affecting the financial performance of property 
Andreal estate companies listed at Indonesia Stock Exchange’, Asian Business Review,  
Vol. 5, No. 2, pp.79–88. 

Devalle, A. and Magarini, R. (2012) ‘Assessing the value relevance of total comprehensive income 
under IFRS: an empirical evidence from European Stock Exchanges’, International Journal of 
Accounting, Auditing and Performance Evaluation, Vol. 8, No. 1, pp.43–68. 

Dhaliwal, D., Subramanyam, K.R. and Trezevant, R. (1999) ‘Is comprehensive income superior to 
net income as a measure of firm performance?’, Journal of Accounting and Economics,  
Vol. 26, Nos. 1–3, pp.43–67. 

Easton, P.D. (1999) ‘Security returns and the value relevance of accounting data’, Accounting 
Horizons, Vol. 13, No. 4, pp.399–412. 

Feltham, G.A. and Ohlson, J.A. (1995) ‘Valuation and clean surplus accounting for operating and 
financial activities’, Contemporary Accounting Research, Vol. 11, No. 2, pp.689–731. 

Flower, J. and Ebbers, G. (2018) Global Financial Reporting, Macmillan International Higher 
Education, London, UK. 

Focardi, S.M. and Fabozzi, F.J. (2004) The Mathematics of Financial Modelling and Investment 
Management, John Willey and Son Inc., USA. 

Francis, J. and Schipper, K. (1999) ‘Have financial statements lost their relevance?’, Journal of 
Accounting Research, Vol. 37, No. 2, pp.319–322. 

Gitman, L.J. (2012) Principles of Managerial Finance, 11th ed., Addison Wesley, USA. 
Gjerde, O., Knivsfla, K. and Saettem, F. (2010) The Value Relevance of Financial Reporting in 

Norway 1965–2004 [online] http://papers.ssrn.com/sol3/papers.cfm?abstract_id=962051 
(accessed 20 August 2019). 

Glezakos, M., Mylonakis, J. and Kafuoros, C. (2012) ‘The impact of accounting information on 
stock prices: evidence from Athens Stock Exchange’, International Journal of Economics and 
Finance, Vol. 4, No. 2, pp.56–68. 

Gupta, R. and Jayadev, M. (2016) Value Relevance of Accounting Information on Return and Risk: 
Evidence from Indian Banks, The Digital Institutional Repository of IIM Bangalore [online] 
http://repository.iimb.ac.in:8080/123456789/7782 (accessed 15 August 2019). 

Habib, A. (2004) ‘Impact of earnings management on value-relevance of accounting information: 
empirical evidence from Japan’, Managerial Finance, Vol. 30, No. 11, pp.1–15. 

Hadi, M.M. (2004) The Importance of Accounting Information to the Investors in Banking Sector: 
Kuwaiti Evidence, Department of Accounting College of Business Administration Kuwait 
University. 

Hayati, M. and Putra, A.R. (2015) ‘The effect of intellectual capital to value relevance of 
accounting information based on PSAK convergence of IFRS (manufacture firms in 
Indonesia)’, Procedia-Social and Behavioral Sciences, Vol. 211, pp.999–1007. 

Healy, P.M. and Palepu, K.G. (2001) ‘Information asymmetry, corporate disclosure, and the capital 
markets: a review of the empirical disclosure literature’, Journal of Accounting and 
Economics, Vol. 31, Nos. 1–3, pp.405–440. 

Houcine, A. (2017) ‘The effect of financial reporting quality on corporate investment efficiency: 
evidence from the Tunisian stock market’, Research in International Business and Finance, 
Vol. 42, No. C, pp.321–337. 



   

 

   

   
 

   

   

 

   

   154 Y. Indrayono    
 

    
 
 

   

   
 

   

   

 

   

       
 

Ibbotson, R.G., Diermeier, J.J. and Siegel, L.B. (1984) ‘The demand for capital market returns: a 
new equilibrium theory’, Financial Analysts Journal, January–February, Vol. 40, No. 1, 
pp.22–33. 

Inchausti, B.G. and Pérez, F.P. (2011) ‘La relevanciavalorativa del resultado global frente al 
resultadoneto: una perspectivaeuropea’, Spanish Journal of Finance and Accounting/Revista 
Española de Financiación y Contabilidad, April–June, Vol. 40, No. 150, pp.319–350. 

Inchausti, B.G., Pérez, F.P., De Lema, D.G.P. and Maya, R.C. (2007) ‘The value relevance of 
goodwill and goodwill amortization: a European perspective’, Spanish Journal of Finance and 
Accounting/Revista Española de Financiación y Contabilidad, Vol. 36, No. 134, pp.389–419. 

Joliet, R. and Muller, A. (2016) ‘Are foreign earnings disclosures value-relevant?: dsaggregation 
solves the puzzle’, Research in International Business and Finance, Vol. 37, No. 2016, 
pp.170–183. 

Jones, D.A. and Smith, K.J. (2011) ‘Comparing the value relevance, predictive value, and 
persistence of other comprehensive income and special items’, The Accounting Review,  
Vol. 86, No. 6, pp.2047–2073. 

Kallapur, S. and Kwan, S.Y. (2004) ‘The value relevance and reliability of brand assets recognized 
by UK firms’, The Accounting Review, Vol. 79, No. 1, pp.151–172. 

Khodadadi, V., Vaez, A. and Alisufi, H. (2014) ‘Investigating the effect of inflation disclosure on 
improving the information content of the financial reporting’, International Journal of 
Financial Research, Vol. 5, No. 3, p.96. 

King, R.D. and Langli, J.C. (1998) ‘Accounting diversity and firm valuation’, The International 
Journal of Accounting, Vol. 33, No. 5, pp.529–567. 

Lamp, F. (2008) ‘Earnings and book value as predictors of market value: do nonlinearities matter in 
the cross section’, Journal of Accounting Research, Vol. 7, No. 1, pp.109–191. 

Maigoshi, Z., Abdul Latif, R. and Kamardin, H. (2017) ‘Change in value-relevance of disclosed 
RPT across accounting regimes: evidence from Malaysia’, Research in International Business 
and Finance, April, Vol. 44, pp.422–433. 

Marquardt, C.A. and Wiedman, C.I. (2004) ‘The effect of earnings management on the value 
relevance of accounting information’, Journal of Business Finance & Accounting, Vol. 31, 
Nos. 3/4, pp.297–332. 

Moumen, N., Ben Othman, H. and Hussainey, K. (2017) ‘The value relevance of risk disclosure in 
annual reports: evidence from MENA emerging markets’, Research in International Business 
and Finance, Vol. 34, No. C, pp.177–204. 

Mulyani, Y. (2010) Factors Influencing Transfer Pricing Compliance: An Indonesian Perspective, 
University of New South Wales, Kensington. 

Naimah, Z. (2012) ‘Bias in accounting and the value relevance of accounting information’, 
Procedia Economics and Finance, Vol. 2, pp.145–156. 

O’Hanlon, J. and Pope, P.F. (1999) ‘The value relevance of UK dirty surplus accounting flows’, 
British Accounting Review, Vol. 31, No. 4, pp.459–448. 

Ohlson, J.A. (1995) ‘Earnings, book values, and dividends in equity valuation’, Contemporary 
Accounting Research, Spring, Vol. 11, pp.661–687. 

Oswald, D. (2008) ‘The determinants and value relevance of the choice of accounting for research 
and development expenditures in the United Kingdom’, Journal of Business Finance & 
Accounting, Vol. 35, Nos. 1/2, pp.1–24. 

Oswald, D.R. and Zarowin, P. (2007) ‘Capitalization of R&D and the informativeness of stock 
prices’, European Accounting Review, Vol. 16, No. 4, pp.703–726. 

Paglietti, P. (2009) ‘Earnings management, timely loss recognition and value relevance in Europe 
following the IFRS mandatory adoption: evidence from Italian listed companies’, Business 
and Management Sciences International Quarterly Review, Vol. 1, No. 4, pp.97–117. 

Pervana, I. and Bartulović, M. (2014) ‘Value relevance of accounting information: evidence from 
South Eastern European countries’, Economic Research-EkonomskaIstraživanja, Vol. 27,  
No. 1, pp.181–190. 



   

 

   

   
 

   

   

 

   

    Firm nominal value and the role of some accounting information 155    
 

    
 
 

   

   
 

   

   

 

   

       
 

Robinson, J., Glean, A. and Moore, W. (2017) ‘How does news impact on the stock prices of green 
firms in emerging markets’, Research in International Business and Finance [online] 
https://doi.org/10.1016/j.ribaf.2017.07.176. 

Sikalidis, A. and Leventis, S. (2017) ‘The impact of unrealized fair value adjustments on dividend 
policy’, European Accounting Review, Vol. 26, No. 2, pp.283–310. 

Trabelsi, N.S. and Trabelsi, M. (2014) ‘The value relevance of IFRS in the UAE banking industry: 
empirical evidence from Dubai financial market, 2008–2013’, International Journal of 
Academic Research in Accounting, Finance and Management Sciences, Vol. 4, No. 4,  
pp.60–71. 

Tsalavoutas, I., Andre, P. and Evans, L. (2012) ‘The transition to IFRS and the value relevance of 
financial statements in Greece’, British Accounting Review, Vol. 44, No. 4, pp.262–277. 

Utama, C.A. and Utama, S. (2014) ‘Determinants of disclosure level of related party transactions in 
Indonesia’, Int. J. Discl. Gov., Vol. 11, No. 1, pp.74–98. 

Vijitha, P. and Imalathasan, B. (2014) ‘Value relevance of published financial statements with 
special emphasis on impact of cash flow reporting’, International Research Journal of 
Finance and Economics, Vol. 17, No. 1, pp.1450–2887. 

Vo, X.V. (2017) ‘Do foreign investors improve stock price informativeness in emerging equity 
markets? Evidence from Vietnam’, Research in International Business and Finance, Vol. 42, 
No. C, pp.986–991. 

Wang, B. (2018) ‘Ownership, institutions and firm value: cross-provincial evidence from China’, 
Research in International Business and Finance, Vol. 44, No. C, pp.547–565. 

Wang, L.H. (2017) ‘Accounting quality and information asymmetry of foreign direct investment 
firms’, Research in International Business and Finance, Vol. 42, No. C, pp.950–958. 

Wang, Y., Buijink, W. and Eken, R. (2006) ‘The value relevance of dirty surplus accounting flows 
in The Netherlands’, The International Journal of Accounting, Vol. 41, No. 4, pp.387–405. 

Zhu, B. and Niu, F. (2016) ‘Investor sentiment, accounting information and stock price: evidence 
from China’, Pacific-Basin Finance Journal, Vol. 38, No. C, pp.125–134. 


