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Abstract

The purpose of this study was to investigate the effect of revision factors on earnings forecast on bias in
predicting cash flows and market response to those, for companies that have been listed on Tehran
Stock Exchange. The scope of this research is the companies accepted in the Tehran Stock Exchange
and time period is between 2012 and 2016. The present research is an applied research; if the
classification of types of research based on the nature and method is considered, the method of this
research is essentially descriptive, and in the view of the method, it is considered as a correlation study.
In this study, library was used to collect the data and information. In the research data section, data was
collected from sample companies by referring to financial statements, explanatory notes and stock
exchange monthly. Based on the sampling method, 121 companies were selected as the statistical
sample based on the Cochran formula. In order to describe and summarize the data collected,
descriptive and inferential statistics are used. In order to analyze the data, pre-test variance analysis, F-
limmer test, Hausman test and Jarck-Bera test were used. Then, multivariate regression test was used to
confirm and reject the research hypotheses (Eviews software). The results showed that the revision
factors in the forecast of earnings affect the bias in predicting the cash flows. In addition, the market
responds to the bias in predicting cash flows and revisions in earnings forecast. Finally, the results
showed that there is a significant correlation between the prediction of earnings and the realized return
on investment. The results obtained in this study are consistent with the documentation referenced in
the theoretical framework of the research and financial literature.

Keyword
compounded returns, predicting cashflows, earnings forecast, earnings forecast revision factor
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