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Abstract:

The aim of this research is to study the impact
of income smoothing on the information content
of financial reports. The study was applied on a
study population that consisted of all the companies
in Damascus Stock Market (DSM) ; the number of
these companies are 24. The sample consisted of
13 companies, working in many economic sectors
(industrial sector, traditional banks, Islamic banks,
insurance) during the period 2015 - 2017. In
order to achieve the objective of the study, the two
researchers used the index of standard deviation of
the net operational income, divided on the standard
deviation of operational cash flow to measure income
smoothing. This study also studied the information
content of financial reports through measuring the
abnormal returns during four periods around the date
of publishing the financial reports. These periods are,
four weeks before publishing the financial reports,
the week of publishing the reports, four weeks after
publishing the financial reports, and the period around
the date of publishing the financial reports. The study
used regression analysis method to test the impact
of income smoothing on the information content of
financial reports. The main results of the research can
be stated as follows:

1- The companies listed on DSM practiced
income smoothing during the period 2015 - 2017 at
84. 62%.

2- The income smoothing as a control variable
had a negative impact limited to the period prior to
publishing the financial reports, but that impact was
weak. The two researchers suggest that the reason
for that is the lack of investors’ dependence on the
financial reports to make their decisions, which implies
the inefficiency of (DSM).

3- The company size as a control variable had
a positive impact on the information content of the
financial reports, limited to the period prior to the
publishing of financial reports.

4- The sector type did not have an impact as a
control variable on the information content of the
financial reports in all periods.

This  study  concluded a  number  of
recommendations, the most important of which
are; raising awareness among investors on income
smoothing practices and their impact on the
information content of financial reports, and the
necessity for conducting more research and studies
to develop references, to differentiate between the
opportunistic and informative income smoothing and
their impact on the information content of financial
reports.
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| ROTEN

oe 3l say qanall gulall e wlall buyis CAR|
g paall 35000 sl sae e Lol 2 ailgall ¢ gana

cayle a3 (1) a3l 38l Jaall asgas e oIS
Al g Gl ol LS E3](0) a3l (ool g

A8l aaa Sizi

.CUQ_EJI &) :SiCi

ayae Taie) olyis gl ge land¥ Julas oljal a3 a3y
g vl Sl T8l aslul 4) s LA Ll i e,y
grbed 9y Saall 3330 Gaall LY anlad Lagl aall

Losu (3 woall Gl I Jaall ssgatd Lllall 315500 Giuas
Sl Lasls S a3 3 5ol dlgie 2aslall 5,0l Hlalaally

sia il 3ausy Lgshols ey Lellacl Loy 3 1,509 e
e aile (2016 gy paly chusa) Tuul s g5l o uul
& Eapaall alLad o el ss s LIlall 315500 Biies 3w
83.33% Ly Ja !l sagad Lo Adlall 31, W (Biwss (3 suw
el Llaty 2011 ale gpo Jo¥1 gl oy Buiaall 53000 JHla
JaeLawl) Lalys 3185 g Blias (pa (32015 ale oo gl
3o Ghes Gow e wiib Laj ally (2016 2.8,
BLs Bies Gguw (8 dapuall S8 O I wlio 535 LI
suiaall 5,380 JMa % 45.5 Ly Jaull s el LW
& A lld LAl g3a 2014 - 2010 pole o
Biss Gsw B Bahill pdse ol Al I sl
Al duieyll ol yzall 3YEAl I BLaYl Al Gl
JS o Eckel 3 gad Baakas wie Loustuaall Lyslan ¥ Callul
oS cJaelaw)) Lulyuy (2016 (o als i ga) el e
Ll yall 3 posiuall Guladll £isas Y3l e sz (2016
S 8Ll il yall e LA

Losall L2 8l (25, (S Baw Lo s Goy aale
Bluos Bow (B dapuall Sl o) ol rlbhadl dus 5801 58
ole e Bataall 5,300 U3A (o all sygal Lo 2Ll 31,530
2017 - 2015

sagat] Lilean) Yy 53 L5l anss ¥ Aol Lua 3l @
B (8 Spshiall LW o Ll Sleglaall g siaall 3 Jaull

: (05) ad, Joaal)
(2017 - 2015) (i Biaall 3 81 A Aallal) 85 e glaal) (5 ginall B pUaRl £ gig Al aaa g JRaN tgai S5 Ll qils

Before 4 weeks of Announcement After 4 weeks of Event windows
Announcement Week Announcement (week 9)
Dependent Variable (CAR)
Unstandardized Unstandardized Unstandardized Unstandardized
Independent Coefficients . Coefficients . Coefficients . Coefficients .
. Sig Sig Sig Sig
Variables B Std. B Std. B Std. B Std.
Error Error Error Error
Constant -.146 .080 0.076 -.367 .186 .057 914 .605 .140 .256 .259 .329
IS -.018 .009 .041 .015 .020 462 .047 .065 473 011 .028 .688
Size .014 .007 .060 .031 .016 .071 -.083 .053 130 -.023 .023 316
Sic .005 .005 295 .015 011 203 -.021 .036 567  -.005 .016 772
R 425 400 315 226
R2 181 160 .100 051
F - statistic 2.573 2.220 1.289 .627
Sig .070 103. .293 .602

CAR i= b, + b, ISi + b2size + b3 sici +ei,

B 1, B2, B3: Partial regression Coefficients, R: Correlation Coefficients, Sig: significance
R2: Determination Coefficients , Std.Error: Standard Error of Estimate
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