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Test the Efficiency of the Modified Ohlson Model, in Forecasting Future Earnings
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Abstract

This study aimed to demonstrate the role of Accounting Evaluation Models Of Equity
that appeared in the applied accounting research in the field of financial markets (Book
Value Of Equity Model - Accounting Earnings Capitalization Model - Historical Data Of
Accounting Earnings and Book Value Of Equity Model - Residual Income Model —
Ohlson Model), in determining the intrinsic values of shares and forecasting future
earnings and returns, by applying to traditional banks and insurance companies listed on
the Damascus Securities Exchange, and thus demonstrating the extent to which these
models can be relied upon and determine performance in practice to evaluate the shares
of these companies and forecasting their future earnings and returns, In addition
amending Ohlson's model to take the nature and specificity of investment in the Damascus
Securities Exchange, by taking into account the risks of the companies' operating
environment and the variables of the Syrian Economy in the evaluation and forecasting
process.

To achieve this, The Descriptive and Analytical Approach was followed, by conducting
a theoretical study for the variables of the study, it included a presentation of a concept of
Equity Valuation and its objective and importance and its most important models that
appeared in the accounting literature, as well as the importance and objectives of
Forecasting Future Earnings And Returns in financial markets, And then conducting the
empirical study by applying the Accounting Valuation Models Of Equity subject to the
study on the quarterly accounting data of traditional banks and insurance companies listed
on the Damascus Securities Exchange, during the years 2012 — 2019 (l.e. during 32 periods),
and then testing the ability of the calculated values according to each model of the
evaluation models under study, on determining the intrinsic values and forecasting the
future earnings and returns of the sample companies’ shares, As well as modifying Ohlson's
Model and testing its evaluative and predictive efficiency after modification, applying on the
annual data of the traditional banks listed on the Damascus Securities Exchange during the
years 2012 — 2019, the statistical tests for the study were conducted using the Eviews
Statistical Program.

The results of the empirical study showed: 1- The Valuation Models: (Book Value Of Equity
Model - Historical Data Of Accounting Earnings and Book Value Of Equity Model -
Residual Income Model — Ohlson Model) have a low ability to determine the intrinsic values
and forecasting the future earnings and returns of the sample companies’ shares. 2- The
Earnings Capitalization Model has a high capacity in determining the intrinsic values and
forecasting the future earnings and returns of the sample companies' shares, Therefore the
performance of this model over the rest of the accounting evaluation of equity subject of
this study in valuation and forecasting in Damascus Securities Exchange. 3- The Ohlson
Modified Model has a high ability to determine the intrinsic values and forecasting future
earnings and returns of the sample companies' shares, that’s indicates the importance of the
variable of Risk Size in the context of equity valuation and forecasting future earnings and
returns in the Damascus Securities Exchange.
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