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Abstract

This research is conducted for investigating the impact of financial information on stock prices of
listed firms on Vietnam Stock Exchange. Data were collected from 273 listed firms for the period from 2006
to 2016. By using the multiple regression, the relationship between determinants including earnings per
share, book value, cash flow from operating activities, firm size and stock prices is investigated. The results
show that four determinants have positive relationships with stock prices, the explanation level of 48.1%.
The impact of relevance of financial information on stock prices is getting stronger and stronger in the
years of 2015 and 2016 with the explanation levels above 60%.
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Introduction

Financial statements are prepared for providing useful financial information about
financial position, operational result, changes in equity, cash flows. Internationally,
financial statements are formed for the sake of financial statements users including
management and are based for users to consider in making economic decisions. Under
IAS 1, the qualitative characteristics of financial statements includes understandability,
relevance, reliability and comparability. In which, relevance is understood as relevant to
the needs of the users and this may involve reporting particularly relevant information,
or information whose omission or misstatement could influence the economic decisions
of users (IASB, 2010).

According to Maines & Wahlen (2006), financial information is regarded as a
surrogate of economic structure representing in trade deals of an entity, a transaction,
and an event. This means that financial information is not only for management but also
for insiders and outsiders as well. Financial information is related to an accounting
system and used internally and externally for satisfying diverse needs of users.

Stock price is influenced by many determinants including financial information
presented in the financial statements. In developed stock exchanges, the relationship
between accounting information and stock price has been investigated. Ball & Brown
(1968) conducted empirical research of relationship between financial information and
stock price on New York Stock Exchange and found that stock price was influenced by
profits. Based on the model of Ohlson (1995), many empirical studies have been
conducted for testing this relationship in different contexts. Collin et al. (1997)
concluded that based on the model of Ohlson (1995), financial information impacts on
stock price with explanation of 54%. King & Langli (1998) employed a regression model
of income and book value of stock and results with explanation levels of 70%, 60% and
45% in contexts of United Kingdom, Norway and Germany respectively. Substantial
differences of relationship between accounting information and stock price were existed
among countries and across time series (King & Langli, 1998).

In the context of Vietnam, some studies such as Nguyen (2010), Tran et al. (2005),
Nguyen (2016) have been investigated the relationship between accounting information
and stock price. The results are different because independent variables are employed
in different models with data of one financial year. In addition, the impact of financial
information relevance on stock price and the explanation level of this relationship have
not been clearly shown.

This study is conducted for investigating the impact levels of accounting
information relevance on stock price of listed firms on Vietnam Stock Exchange. The
impact of book value of stock and earnings per share on stock price is focused in
previous studies. However, some other determinants also influence stock price such as
cash flow from operating activities, firm size and others. Based on review of literature,
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we found that relevance of financial information such as earnings per share, book value
of stock price, cash flow from operating activities and firm size on stock price has not
investigated. That is why, four determinants affecting on stock price have been explored
and based on findings, some recommendations through time series are given in the
context of a developing country like Vietnam.

Literature Review

The relationship between stock price and accounting information like accounting
profit, earnings per share, book value of stock has been investigated. Ball & Brown
(1998) concluded that information of profit is one of useful accounting information for
measuring stock price. Therefore, many empirical studies investigate and measure the
relationship between financial information relevance and stock price, and its impact.
(Lev & Ohlson, 1982; Walker, 1997).

Based on the result of Ohlson (1995), financial information including items in the
balance sheet and income statement and stock price is scrutinized. Ohlson (1995)
concluded that there was impact of financial information on stock price. Collin et al.
(1997) investigated the relationship of stock price variation and profit and book value of
equity in United State of America for the period of 40 years.

Sharma et al. (2012) tested the relationship between stock price and financial
information including book value of stock, earnings per share, dividends paid for the
period from 2000 to 2008 in India. The results show that these determinants influence
strongly on stock market price and relate strongly to stock market indices.

Studies conducted by Stark & Thomas (1998), Hand & Landsman (2005), Lo & Lys
(2000) showed that stock price depends actively on book value and income and this
finding also agrees with results conducted by Green et al. (1996), Rees (1997), Chen et
al. (2001) and Alfaraih & Alanezi (2011). However, these studies did not differentiate the
explanation levels under the model including book value and income and the model
including book value and dividends. So it can be said that out of income and book value,
dividend is one of determinants influencing stock price.

Based on the model of Ohlson (1995), many empirical studies conducted in
developing countries such as researches of Sham Ki (2012) in Jordan, Khanagha (2011) in
UAE, Omokludu & Ibadin (2015) in Nigeria, Khanna (2014) in India, Pirie & Smith (2008)
in Asia countries. These studies found the relationship between accounting information
and stock price but different explanation levels. Dimitropoulos & Asteriow (2009)
collected a sample of 101 non financial listed firms on Athens Stock Exchange with data
from 1995 to 2004 and usage of OLS. The result showed that ratio of working capital per
assets and ROS negatively influence stock price whereas ROA positively influence stock

price.
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In Vietnam, Nguyen (2010) employed the model of Ohlson with the data from
2003 to 2007, R? is 40%. However, Vietnam Stock Exchange is new born and has not
enough regulations relating to accounting information disclosure.

Nguyen (2014) also employed the model of Ohlson (1995) for evaluating the
relationship between stock price and accounting information. Data were collected from
430 listed firms on Vietnam Stock Exchange for the financial year of 2009. The results
showed R? is 43% and four determinants including book value, earnings per share, ROE,
financial leverage impacting on the stock price but earnings per share and ROE positively
influence and have significant statistics.

Nguyen (2016) also investigated the relationship between financial information
and stock price of listed firms on Vietnam Stock Exchange. By employing the adjusted
Ohlson (1995), financial information including book value and profit positively affected
stock price but higher impact on the stock price belongs to the variable of profit. The
prices of stock after 3 months from year end reflect more complete than that at the year
end.

Based on review of literature, almost all studies investigate the impact levels of
book value and profit on stock price, but rarely studies look into the aspects of
accounting information relevance such as cash flow from operating activities per stock,
firm size impacting on the stock price. That is why, this research investigates the
relevance of financial information in the financial statements on stock price by using the
data of listed firms on Vietnam Stock Exchange.

Research Methodology

For testing the relationship between financial information and stock price, we use
the dependent variable of stock price and independent variables of book value of stock,
earnings per share, cash flow from operating activities per stock. Based on the studies of
Ohlson (1995), Aboody et al. (2002), Collins et al. (1997), Dechow et al. (1999), Hand &
Landsman (2005), King & Langli (1998), Ota (2002), Some hypotheses are given as:

H1: Earnings per share has a positive relationship with stock price.

H2: Book value of stock associates positively with stock price.

H3: Cash flow from operating activities has a positive relationship with stock price.

In addition to earnings per share, book value of stock and cash flow from
operating activities, firm size is considered as the important item for evaluating financial
position of an entity. The bigger the firm size is, the higher attraction of investment is
and in consequence, stock price is also influenced.

H4: Firm size has positive association with stock price.

Based on literature review, we use the model as:

Pit = Bo+B 1EPSit+B2B Vit ++33CFOPS;; +B4SIZE;: + U

In which:
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+ Dependent variables are explained in Table 1.

+ Bo: Intercept

+ u;; : Random error

Dependent variable is value of stock price at two definite time of financial year
end (31 Dec) and end of 1° quarter after year end (31°* March). The reason for collecting
data of stock price at the end of March is that under the regulation of Vietnam, yearly
financial statements are submitted during 90 days after the year end.

According to King & Langli (1998), it took some time to prepare financial
statements so at the year end the stock price might not reflect completely in financial
reports.

Aboody et al. (2002) explained that in case of effective market stock price at the
year end is used, otherwise collecting stock price after year end.

Table 1: Measurement of Variables in the Model

. Orientation
Variables Type Code Measurement
Impact

Stock price Dependence P Po: Stock price at 31 Dec

200N

P1: Stock price at 31

March 200N+1
Earnings per share Independence EPS  Earnings/ Share +
Book value of stock Independence BV Liabilities/ Total Assets -
Cash flow from Independence CFOPS Cash flow from
operating  activities operating activities/ No.
per stock of stocks
Firm size Control SIZE  Ln (net revenue) +

By using multiple regression, this research tests the impact levels of independent
variables and controlled variable on stock price. Data wave collected from audited
financial statements of 273 listed firms for the period from 2006 to 2016 with 1,910
observations.

Results and Discussions
Results

For the period from 2006 to 2016, 273 listed firms with 1910 observations in the

data. The lowest listed firms are 55 in 2009 and the highest listed firms in 2016 are 273.
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Table 2: Listed Firms in the Research Sample

Year 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016

No. of

. 73 103 124 55 77 248 220 214 261 262 273
firms

As shown in Figure 1, in the period from 2006 to 2016 the lowest stock prices are
in 2008 because of financial crisis, followed in the year 2011. However, stock prices
increase again in the period from 2012 to 2016. The stock prices at the year end,
basically, are nearly the same at 3 months after year end, the specific time to inform
audited yearly financial statements, except 2017.

Figure 1: Average Prices of Stocks of Listed Firms, 2006 to 2016
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Data in Table 3 show that average stock price at the year end is 15,870
Vietnamese dong (VND) and at 31 March 200N+1 is 16,000 VND. However, there is a big
difference between average stock price and stock median. Specifically, median of stock
price and average stock pace at the year end are 10,520 VND and 10,400 VND
respectively. Average earnings per share is 2,669.77 VND and average book value of
stock is 19,170 VND. Table 3 shows that stock price of listed firm is lower than book
value of stock in the period from 2006 to 2016. Average cash flow from operating
activities is 1,630 VND and mean In (firm size) is 13.45.

Table 3: Descriptive Statistics of Variables

Variables Observations Mean Star'\da.rd Min Max Median
Deviation

PO 1,910 15.87 17.07 0.30 182.50 10.52

P1 1,910 16.00 17.97 0.30 210.00 10.40

EPS 1,910 2,669.77 3,244.18 -31,627.00 27,281.00 2,002.50

BV 1,910 19.17 9.85 -28.50 107.92 16.75
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CFOPS 1,910 1.63 8.50 -140.47 146.21 0.98
SIZE 1,910 13.45 1.38 8.23 18.11 13.40

Correlation coefficient (r) reflects the relationship among variables and range
from — 1 to +1. If r >0.8, multicollinearity in the repression model is existed. Data in
Table 4 show that there is no multicollinearity existed in the model because r<0.8. The
relationship between variable dependent (Po, P1) with independent variables has
statically significance and in a positive manner.

Table 4: Matrix of Correlation Coefficient

PO P1 EPS BV CFOPS SIZE
PO 1
P1 0.9326* 1
EPS 0.5316* 0.5361* 1
BV 0.4869* 0.5000* 0.5754* 1
CFOPS 0.1582* 0.1555* 0.1295* 0.0736* 1
SIZE 0.2661* 0.2723* 0.2329* 0.2077* 0.0540* 1

t statistics in brackets * p<0.05

The next step is to select the suitability of OLS, FEM or REM in this research. For
evaluating the suitability of the models, we test F and Hausman. By testing F, Prob>F =
0.000 <a = 5% with statistically significance of 5%, so Ho is rejected. It means that FEM is
viewed to be suitable and OLS is unsuitable because of existence of fixed effect in each
firm through time series.

The next procedure is to run FEM and REM and then Hausman testing is conduced
for choosing the models of FEM or REM. Table 5 shows the results of regression model
with the dependent variable of Po. Prob > chi2 = 0.000 meaning that P-value = 0.0000 <
o = 5% so Ho is rejected. It means that the model of FEM is move suitable than the
model of REM.

Table 5: Results of Regression Model with Po

VIF oLS FEM REM GLS QR(50)
EPS L7, 000153*** 000130*** 000153*** 0.00180*** 0.00142***
' [12.58] [10.02] [12.58] [15.02] [14.78]
BV L6l 0.321%%*  0.192%**  (0.321%**  (0.445%**  (314%**
' [7.04] [3.55] [7.04] [11.37] [10.02]
CFOPS 103 0.129%**  0.0979***  0.129***  (0.177***  0.100***
' [3.81] [2.85] [3.81] [4.75] [3.36]
SIZE 2.625%*%%  4.098%**  2.G25%k* ] 583%kx (0 .80%**
1.09
[8.22] [9.23] [8.22] [6.75] [4.36]
_cons -29.60%**  -46.58%**  .29.60***  -19.05%**  -8.397%**
[-6.98] [-7.92] [-6.98] [-6.11] [-3.36]
N 1910 1910 1910 1910 1910
R-sq within 0.1491 0.1583 0.1491
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R-sg between 0.481 0.381 0.481 0.1758
R-sg overall 0.3424 0.2863 0.3424
F(4,1631)
F testing = 76.67
Prob>F =
0.0000
Wald Wald Wald
chi2(4) = chi2(4) = chi2(4) =
LM testing 555.03 555.03 1361.78
Prob>F = Prob > chi2  Prob > chi2
0.0000 =0.0000 = 0.0000
Hausman chi2(4) = 85.79
testing Prob>chi2 = 0.0000
Modified chi2 (275) = 2.5e+30
Wald test Prob>chi2 = 0.0000
Wooldridge F( 1, 260)=12.846
test Prob > F = 0.0004

t statistics in brackets * p<0.1, ** p<0.05, *** p<0.01

The next step is to test multicollinearity, heteroskedasticity, autocorrelation and
GLS for reducing the weaknesses of the model.

e Multicollinearity testing: in order to detect multicollinearity, we use varian
inflation factor (VIF). If VIF > 2, multicollinearity is existed. Based in the Table 5
and Table 6, VIF <2, meaning that there is no existence of multicollinearity.

e Heteroskedasticity testing: in order to detect heteroskedasticity, we use Modified
Wald test. Ho: There is no heteroskedasticity and H1: There is existence of
heteroskedasticity. Based on the Table 5 and Table 6, P-value < a = 0.05 so Ho is
rejected.

e Autocorrelation testing: is this model, we use Wooldridge test for checking the
existence of autocorrelation. Ho: there is no autocorrelation and H1: there is
existence of autocorrelation. The results in the Table 5 and Table 6 show that P-
value = 0.0004 < a = 0.05 so Ho is rejected meaning that there is no existence of
autocorrelation in the model.

e Generalized least squares: we use GLS for reducing the weaknesses of the model.
Based on the data in Table 5 and Table 6, the model has been checked.

Because of a big difference of mean and median of stock price, we run regression

model of median. The result of this testing is fairy the same with results of other testing.

Table 6: Results of Regression Model with P1

VIF oLS FEM REM GLS QR(50)
EPS L5, 0.00152*** 000132*** 0.00152*** 0.00187*** 0.00149***
: [12.56] [10.45] [12.56] [14.94] [16.50]
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BV 0.341%** 0.223%** 0.347%** 0.496*** 0.311%**
[7.39] [4.21] [7.39] [12.15] [10.56]
CFOPS 0.119***  0.0916*** 0.119%*** 0.179%*** 0.0590**
[3.57] [2.73] [3.57] [4.60] [2.10]
SIZE 1.09 3.100*** 4. 517%** 3.100*** 1.723%%** 0.674%**
[9.35] [10.43] [9.35] [7.05] [3.82]
_cons -36.07*** -52.72***  _36.07*** -21.97*** -6.435%**
[-8.18] [-9.19] [-8.18] [-6.76] [-2.74]
N 1910 1910 1910 1910 1910
R-sq within 0.1738 0.1825 0.1738
R-sq between 0.4466 0.3582 0.4466 0.184
R-sq overall 0.3461 0.2914 0.3461
F(4,1631)
F testing =91.01
Prob > F =
0.0000
Wald Wald Wald
chi2(4) = chi2(4) = chi2(4) =
LM testing 580.83 580.83 1103.90
Prob > F = Prob > chi2  Prob > chi2
0.0000 =0.0000 = 0.0000
Hausman chi2(4) = 112.39
testing Prob>chi2 = 0.0000
Modified chi2 (275) = 2.5e+30
Wald test Prob>chi2 = 0.0000
Wooldridge F( 1, 260)= 15.523
test Prob > F = 0.0001
t statistics in brackets * p<0.1, ** p<0.05, *** p<0.01
Table 7: Regression Results by Beta
PO P1
EPS 0.3427249%** 0.337897***
BV 0.2565817*** 0.2717727***
CFOPS 0.088013*** 0.0845561***
SIZE 0.1282125%** 0.1325683***

t statistics in brackets * p<0.1, ** p<0.05, *** p<0.01

Based on the results in Table 7, the most impact on stock price is earnings per
share (EPS), followed by book value of stock (BV), firm size (size) and cash from from
operating activities per stock (CFOPS).

The stock price at the year end (Po) is influenced positively by all four
determinants at both in a big firm and small one. The stock price at 3 months after year
end (P1) is influenced positively by all four factors in a big firm; but only two factors of
earnings per share (EPS) and book value of stock (BV) affect stock price whereas cash
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flow from operating activities per stock (CFOPS) and firm size has no impact on stock

price.
Table 8: Regression Results by Firm Size
GLS - PO GLS -P1

Small firm Large firm Small firm Large firm
EPS 0.00138*** 0.00207*** 0.00153*** 0.00207***
[10.16] [11.38] [11.99] [10.64]
BV 0.180*** 0.661%** 0.194%*** 0.734%**
[4.14] [10.94] [4.75] [11.32]
CFOPS 0.0906** 0.267*** 0.0232 0.369***
[2.57] [3.94] [0.70] [5.06]
SIZE 0.766* 3.026%** 0.606 3.580%**
[1.84] [5.41] [1.55] [5.96]
_cons -3.065 -45.66%** -1.642 -55.06***
[-0.60] [-5.61] [-0.34] [-6.31]

N 959 951 959 951

t statistics in brackets * p<0.1, ** p<0.05, *** p<0.01

Data in Table 9 & Table 10 show the impact levels of financial information
relevance on stock price in different years. Based on these tables, there is a difference in
the time series but the explanation level increases in the time series, especially in 2005
2006, there is above 60% information relevance impacting on stock price.

Discussion
Based on the results in this study, some discussions are presented as:
- Earnings per share (EPS): this variable has a positive relationship with stock
price with statistically significance of 1%. It is suitable with the H1 and agrees
with results conducted by Kanagha (2011), Khanna (2014), Nguyen (2010),
Nguyen (2014), Nguyen (2016).
- Book value of stock (BV): this determinant has a positive relationship with
stock price with statistically significant of 1%, so H2 is accepted. This result
agrees with results conducted by Kanagha (2011), Omokhudu & lbadin (2015),
Khanna (2014) but disagrees with the result of Nguyen (2010) and Nguyen
(2014).
- Cash flow from operating activities per stock (CFOPS): this factor associates
positively with stock price with statistically significance of 1% and agrees with
the result conducted by Omokhudu & Ibadin (2015).
- Firm size (SIZE): this variable has a positive association with stock price with
statistically significance of 1%, so H4 is accepted.
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Table 9: Regression Results by Time Series with Po

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
EPS 0.00052 0.00204***  0.000523*** -0.000823 0.0000397 0.000715*** (.00123*** 0.00236*** 0.00129*** (0.00289*** (0.00414***
BV 0.052 0.0275 0.00334 0.0365  0.548*** 0.277*** 0.305 *** 0.311 *** 0.660*** 0.544*** 0.495 ***
CFOPS 0.0942 -0.111 0.09 -0.162 -0.102* -0.0193 0.933 *** 0.293 *** 0.5711*** 0.371%* 0.698 ***
SIZE 3.953**x* 0.997 0.477 0.573 1.212 0.208 0.51 1.257** 1.450*** 0.685 0.897
_cons  -36.39** 5.799 -0.163 10.23 -12.75 -1.486 -6.612 -15.06**  -18.65*** -8.239 -8.873
N 73 103 124 55 77 243 220 214 261 262 273
R-sq 0.153 0.151 0.11 0.099 0.266 0.216 0.369 0.505 0.488 0.614 0.673
t statistics in brackets * p<0.1, ** p<0.05, *** p<0.01

Table 10: Regression Results by Time Series with P1

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
EPS 0.00151* 0.000543 0.000453*** (0.000211 0.0000704 0.000926*** 0.00164*** 0.00250*** 0.00146*** 0.00279*** (0.00421***
BV 0.24 0.0719 0.0257 0.174  0.459*** 0.268*** 0.359*** 0.323*** 0.697 *** 0.691 *** 0.575%**
CFOPS 0.0705 -0.017 0.0751 -0.0655 -0.0491 -0.0352 1.318*** 0.285** 0.527%** 0.417*** 0.628***
SIZE 4.206*** 1.203 0.426 -1.131 1.189 0.526 0.681 1.385*** 1.219** 0.614 1.236*
_cons  -40.26** -5.78 -0.481 25.55 -13.17 -4.996 -10.17 -15.14** -16.81** -9.416 -13.9
N 73 103 124 55 77 248 220 214 261 262 273
R-sq 0.294 0.078 0.143 0.07 0.249 0.205 0.382 0.491 0.455 0.631 0.664

t statistics in brackets * p<0.1, ** p<0.05, *** p<0.01
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Conclusion and Recommendations

Based on the empirical research, we used 1,910 observations from 273 listed
firms on Vietnam Stock Exchange from 2006 to 2016 unbalanced data) by analyzing
multi-regression testing. The results show that earnings per share (EPS), book value of
stock (BV), cash flow from operating activities per stock (CFOPS), firm size have
positive relationships and statistically significance with stock price. Based on the
testing, there is a different result with the variable of P1 by firm size and cash flow
from operating activities per stock (CFOPS) and firm size (SIZE) have no impact on
stock price in the context of Vietnam.

Some recommendations have been raised basing on this result as:

For investors: when making decision for buying stocks, investor should focus on
accounting information in the financial statements. The reason is that accounting
information such as earnings per share, book value of stock, cash flow from operating
activities, firm size influence stock prices of listed firms on stock exchange.

For listed firms: accounting information should be provided in complete and
timing manners. The completeness disclosure of financial statements, audited
financial statements, management representation, operational results and then
economic decisions can be made from investors.

Profitability is the most impact item on stock price. So reducing expenses,
increasing profitability should be focused and much interested by executive
management of listed firms. Using high tech equipment and caring for environmental
pollutions form the side of listed firms will reduce the cost of capital and attract more
investors.

There is no substantial difference of impact levels of accounting information on
stock price at the end of financial year and three months after the year end. So
investors should consider the suitable time to invest. The fact is that Vietnam Stock
Exchange gradually improve and to some extent the relevance of accounting
information has reflected in stock price.

Besides, the result of this research shows that firm size impacts on stock price.
So for a big firm, taking advantages of firm size is one way to improve profitability and
increase stock price. In addition, improving financial management will enhance

liquidity ratios and receivable management.
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