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A study of the explanatory power of indicators of value
creation and traditional indicators of financial performance of
companies listed on the Bahrain Bourse for the period 2009-
2013.
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Abstract: The aim of the present paper is to measure the interpreting
capability of recent indicators value create on financial performance and
also the influence of traditional indicators on stock returns and compare
between the two. A number of institutions listed in Bahrain Stock
exchange will be a sample of our study through using linear regression
which expounds the influence of recent and traditional indicators on
financial performance using stock return. To reach the findings a sample
of seventeen companies listed on Bahrain stock exchange from 2009 to
2013 distributed on different sectors apart from banking due to its
specific method of calculation, that method will make clear that the most
indicators interpreting the financial performance of companies. The
study concluded that there is correlation between recent indicators
(Economic Value Added, Market Value Added, Total Shareholder
Return and Market-To Book Ratio) and traditional indicators (Return On
Asset, Return On Investment, Price/Earnings Ratio and RE) and they
also have escplicative nature on stock returns the traditional indicators
are more influential in interpreting to the financial performance than
recent indicators.
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| Retun EVA/ MVA/ TSR | MTBR | CFROI ROI ROA PER RE
e share® Share®
ey
Return 1.000 0.495™ 0.436™ -0.243" 0.591™ -0.036 0.515™ 0.838™ 0.245" | 0.692™
0.000 0.000 0.025 0.000 0.743 0.000 0.000 0.024 0.000
EVA 1.000 0.892™ -0.097 0.22" 0.434™ 0.177 0.262" 0.123 | 0.342™
0.000 0.375 0.043 0.000 0.106 0.015 0.264 0.001
MVA 1.000 -0.024 0.155 0.396™ 0.125 0.289™ 0.115 0.262"
0.826 0.157 0.000 0.256 0.007 0.294 0.015
TSR 1.000 | -0.268" -0.027 0.205 -0.24" -0.07 | 0.311™
0.013 0.806 0.06 0.027 0.527 0.004
MTBR 1.000 -0.103 0.529" 0.594™ 0.217" | 0.797™
0.350 0.000 0.000 0.046 0.000
CFROI 1.000 0.069 -0.074 -0.015 -0.067
0.529 0.498 0.890 0.544
ROI 1.000 | 0.551™ 0.247" | 0.568™
0.000 0.023 0.000
ROA 1.000 0.208 | 0.723™
0.056 0.000
PER 1.000 0.254"
0.019
RE 1.000

Spss 16.0 galin aladiul daldl dae) (e 1 juaal)

A o1 e Jaall o silal) Jana S 12 a8, alal)
Dependent Variable: RETURN
Method: Least Squares

Variable Coefficient Std. Error t-Statistic Prob.
C 0.014892 0.002583 5.764529 0.0000
ROA 0.003591 0.000257 13.97229 0.0000

R-squared 0.701680  Meandependent var 0.037259

Adjusted R-squared  0.698086 S.D. dependent var 0.034020

S.E. of regression  0.018693 Akaike info criterion  -5.098100

Sumsquaredresid  0.029002 Schwarz criterion  -5.040626

Log likelihood 218.6693 Hannan-Quinn criter. ~ -5.074983

F-statistic  195.2248  Durbin-Watson stat 0.833456
Prob(F-statistic)  0.000000
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Dependent Variable: RETURN
Method: Least Squares
Variable Coefficient Std. Error t-Statistic Prob.
C 0.018045 0.003467 5.205219 0.0000
RE 0.320259 0.036666 8.734598 0.0000
R-squared 0.478948  Meandependent var 0.037259
/Adjusted R-squared 0.472671 S.D. dependent var 0.034020
S.E. of regression  0.024704  Akaike info criterion -4.540418
Sumsquaredresid  0.050656 Schwarz criterion -4.482943
Log likelihood 194.9677 Hannan-Quinn criter. -4.517300
F-statistic  76.29320  Durbin-Watson stat 1.215300
Prob(F-statistic) 0.000000

EVIEWS 8.0 gt » e laie YU Ealdl 2] o 1 jaaal

Al ) e Laall Aadl) ) Ldgad) dadll 555 104 28 3alal)
Dependent Variable: RETURN

Method: Least Squares
Variable Coefficient Std. Error t-Statistic Prob.

C -0.000576 0.006412 -0.089812 0.9287|
MTBR 0.037961 0.005689 6.672577 0.0000

R-squared 0.349138  Meandependent var 0.037259
/Adjusted R-squared  0.341297 S.D. dependent var 0.034020
S.E. of regression  0.027611 Akaike info criterion-4.317970
Sumsquaredresid  0.063276 Schwarz criterion-4.260496
Log likelihood 185.5137 Hannan-Quinn criter.-4.294852
F-statistic 44.52329  Durbin-Watson stat 1.291645
Prob(F-statistic) 0.000000
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Dependent Variable: RETURN
Method: Least Squares
Variable Coefficient Std. Error t-Statistic Prob.
C 0.024495 0.003943 6.211808 0.0000
ROl 0.145796 0.026615 5.477976 0.0000
R-squared 0.265540  Meandependent var 0.037259
IAdjusted R-squared  0.256691 S.D. dependent var 0.034020
S.E. of regression  0.029330 Akaike info criterion -4.197132
Sumsquaredresid  0.071403 Schwarz criterion -4.139657,
Log likelihood 180.3781 Hannan-Quinn criter. -4.174014
F-statistic  30.00823  Durbin-Watson stat 1.259428
Prob(F-statistic) 0.000000
EVIEWS 8.0 zalin Ao alaie¥l daldl dlae) (a : juaal)
Al 1) e ddlaal) Aalaiy) dadl) 456 106 ad) Galal
Dependent Variable: RETURN
Method: Least Squares
Variable Coefficient Std. Error t-Statistic Prob.
C 0.022499 0.004301 5.231267 0.0000
EVA 0.141721 0.027314 5.188513 0.0000
R-squared 0.244910  Meandependent var 0.037259
/Adjusted R-squared  0.235813 S.D. dependent var 0.034020
S.E. of regression  0.029740  Akaike info criterion -4.169430
Sumsquaredresid  0.073409 Schwarz criterion -4.111956)
Log likelihood 179.2008 Hannan-Quinn criter. -4.146312
F-statistic  26.92067  Durbin-Watson stat 0.854497
Prob(F-statistic) 0.000001
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Dependent Variable: RETURN
Method: Least Squares
Variable Coefficient Std. Error t-Statistic Prob.
C 0.025152 0.004320 5.822178 0.0000
MVA 0.093455 0.021151 4.418502 0.0000
R-squared 0.190427  Meandependent var 0.037259
\Adjusted R-squared 0.180673 S.D. dependent var 0.034020
S.E. of regression  0.030794  Akaike info criterion -4.099760
Sumsquaredresid  0.078705 Schwarz criterion -4.042286)
Log likelihood 176.2398 Hannan-Quinn criter. -4.076642
F-statistic  19.52316  Durbin-Watson stat 0.856096
Prob(F-statistic) 0.000030
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Dependent Variable: RETURN
Method: Least Squares
Variable Coefficient Std. Error t-Statistic Prob.
C 0.033014 0.004042 8.166958 0.0000
PER 0.000636 0.000276 2.305681 0.0236
R-squared 0.060195  Meandependent var 0.037259
\Adjusted R-squared  0.048872 S.D. dependent var 0.034020
S.E. of regression  0.033178  Akaike info criterion -3.950594
Sumsquaredresid  0.091366 Schwarz criterion -3.893120
Log likelihood 169.9003 Hannan-Quinn criter. -3.927476
F-statistic 5.316164  Durbin-Watson stat 1.011200
Prob(F-statistic) 0.023623
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Dependent Variable: RETURN

Method: Least Squares
Variable Coefficient Std. Error t-Statistic Prob.
C 0.043491 0.004520 9.622937 0.0000
TSR -0.046642 0.020440 -2.281950 0.0251
R-squared 0.059035  Meandependent var 0.037259
\Adjusted R-squared  0.047698 S.D. dependent var 0.034020
S.E. of regression  0.033199  Akaike info criterion -3.949361
Sumsquaredresid  0.091479 Schwarz criterion -3.891887,
Log likelihood 169.8478 Hannan-Quinn criter. -3.926243
F-statistic  5.207296  Durbin-Watson stat 1.009081

Prob(F-statistic) 0.025052
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Dependent Variable: RETURN
Method: Least Squares
Sample: 1 85
Variable Coefficient Std. Error  t-Statistic Prob.
C 0.037392 0.003732 10.01958 0.0000
CFROI -7.52E-06 2.29E-05 -0.328349 0.7435
R-squared 0.001297  Meandependent var 0.037259
\Adjusted R-squared -0.010735 S.D. dependent var 0.034020
S.E. of regression  0.034202  Akaike info criterion -3.889810
Sumsquaredresid  0.097092 Schwarz criterion -3.832336
Log likelihood 167.3169 Hannan-Quinn criter. -3.866692
F-statistic  0.107813  Durbin-Watson stat 0.923470
Prob(F-statistic) 0.743475
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