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Abstract. Sakeholders usually use net profit as an important indicator in assessing the performance of companies.
In times of economic instability, there is a need for additional financial information, so the company's net profit and
comprehensive income can be important in stakeholder decision-making. The article is devoted to analysing the
relationship between earnings per share, comprehensive income per share and equity per share. The object of the study
is companies whose shares were listed on the Bucharest Sock Exchange in 2019-2021. For this study, companies were
selected that prepared financial statements per International Financial Reporting Standards (IFRS) and disclosed
information about their comprehensive income. Financial entities were excluded from the analysis. Data were collected
by querying the Thomson Reuters (Refinitiv) database, and comprehensive income data were collected manually from
financial statements published by the companies on the Bucharest Siock Exchange website. The purpose of the study is
to determine whether there is a significant effect of the share price on earnings per share, comprehensive earnings per
share, and equity per share. The authors used the linear regression to identify the relationship between dependent and
independent variables. The study results show that all variables significantly affect the share price. In particular,
earnings per share have a more significant impact on the share price than comprehensive earnings per share, although
this difference isinsignificant.

Keywords: net profit, comprehensive income, other comprehensive income, share price, Bucharest stock exchange.

Suggested Citation

Rapan, C. M., Banta, V.-C., Serban, A., Manea, A. (2022). Analysis of the Net Result and the Comprehensive Income:
An Empirical Study of the Listed Companies on the Bucharest Stock Exchange. Oblik i finansi, 2(96), 76-81.
https://doi.org/10.33146/2307-9878-2022-2(96)- 76-81

! Claudia Mihaela RAPAN, Bucharest University of Economic Studies, Bucharest, Romania.
ORCI D 0000-0002-7502-9487

2 Viore-Costin BANTA, Bucharest University of Economic Studies, Bucharest, Romania.
ORCI D 0000-0003-1337-9374
E-mail: viorel .banta@cig.ase.ro (Corresponding author)

3 Andreea SERBAN, Bucharest University of Economic Studies, Bucharest, Romania.

* Andreia MANEA, Bucharest University of Economic Studies, Bucharest, Romania.
ORCI D 0000-0002-3181-220X

76 06niK i piHaHck, Ne 2(96), 2022
p-ISSN 2307-9878, e-ISSN 2518-1181, www.afj.org.ua



Finance & Taxation

Kanaynia Mixaeaa PAITAH

Vuisepcumem exonomiunux nayx bByxapecmy, m. byxapecm, PymyHis

Biopea-Koctin BAHIIA

VYuigepcumem exonomiunux nayx byxapecmy, m. Byxapecm, PymyHis

Anpapea IIEPBAH

Vuieepcumem exonomiunux nayx byxapecmy, m. Byxapecm, Pymynis

Anapes MAHES

Vuisepcumem exonomiunux nayk byxapecmy, m. byxapecm, Pymynis

AHaJi3 YMCTOro NpuUdyTKY Ta CYKYIHOI0 J0XO1Y: eMIlipu4YHe J0CTiAKEeHHS
KOMIIaHIil, AKI KOTUPYIOTHCA Ha ByxapecTchbkiil (poHa0BIMH Oipaxi

Anomayia. Yucmuii npubymox 3a38uuaii 6UKOPUCIMOBYEMbCA 3AYIKABIEHUMU CIMOPOHAMU AK 8AHCIUSUL NOKAZHUK NPU
oyinyi OIALHOCMI KOMNAHIU. Y nepioou ekoHoMiuHoi HecmabiibHOCmi sUHUKAe nompeba 6 000amKosill Qinancosii
ingopmayii, momy NOKA3HUK YUCO20 NPUOYMKY | CYKYNHO20 00X00Y KOMNAHII MOXCe MAMU 6axdCIuge 3HAYeHHsA npu
npuiiHamms piwens cmetkxondepamu. Cmamms NPUCBIYEHA AHANI3Y CRIBGIOHOWEHHS MIJIC NPUOGYMKOM HA AKYIo,
CYKYNHUM 00X000M HA aKYilo Ma 61aCHUM Kanimaniom Ha axyito. 00 ekmom 00CHiONHCeHHs € KOMNAHIl, aKkyil sSKux
komupysanucs Ha Byxapecmcwxii ¢honoosii oipoici 6 nepioo 2019-2021 pp. /Ina yvoeo docnidxcenns Oyau 8idibpani
KOMRAHil, AKI cK1aoanu Qinancogy 36imHicmb ION08IOHO 00 MidxicnapoOnux cmanoapmis Qinancogoi 3eimuHocmi
(MC®3), a maxosc 000amko8o poskpuau inghopmayito npo cgiti cykynuuii 00xio. Qinancosi cyd'ckmu Oyau UKIIOHEHT
3 ananizy. 36ip oanux npoeoouscs 3a 00nomo2oio sanumy 00 6asu oanux Thomson Reuters (Refinitiv), a oani woodo
CYKYNHO20 00X00y Oyau 3i0pani epyuHy 3 iHaHco8ux 36imie, onyoniKOBaAHUX KOMRAHIAMU Ha 6eO-catimi Byxapecmcokoi
¢onoosoi’ bipaci. Mema OocniodxcenHs — BUBHAYUMU YU ICHYE 3HAYHUL 8NAUE YIHU aKyii HA NpUOYMOK HaA axyiio,
CYKYNHUL NpUOYmox Ha akyilo, @ maxKoxiC 6IACHUll Kanimanl Ha axyilo. Aemopamu uUKOpUCmanHo memood JIHItHOT
peepecii, wob suasum 36' 430K MIJNC 3ALEHCHOIO MA HE3ANEHCHOI 3MIHHUMU. Pezynomamu 0ocnioxcenns ceiouams, wo
6Ci 3MiHMI ICTMOMHO 6NAUBAIOMb Ha YiHY aKyiu. 30Kkpema, npubymox Ha akyilo mac Oinbuwuil 6naue Ha yiny axyii
NOPIGHAHO 3i CYKYNHUM OOX000M HA AKYII0, XOUd Y5 PI3HUYS € HEZHAYHOTO.

Knrwuosi cnoea: uucmuii npubymox, cyKynuuti 0oxio, iHwiull cyKynHuii 0oxio, yina akyii, Byxapecmcoka ¢poroosa

obiporca.

INTRODUCTION

The globaization process has contributed to the need
of preparing and disclosing financial information relevant
for users of financial statements. Financial information is
used by a wide range of users for making decisions. In
order to meet their needs, the information must meet
certain qualitative characteristics. The characteristics can
be divided as follows: fundamentals and amplifiers.
Thefirst category (fundamental characteristic) includes
the value relevance of the information, a characteristic
that highlights the predictive or confirmatory nature of
information (IFRScommunity, 2021).

In order to conclude their investment decision on
stock exchange, many users found as relevant the
information provided by comprehensive income and thus
this shoud be disclosed in an understandable and
comparable way for the users in order to alow the
assement of projections on future cash flows (Suprayogi
and Barokah, 2019).

The next fundamental characteristic is fair
presentation. This highlights the importance of the
integrity, neutrality and error-free nature of the financial
infformation. Materiality, part of the fundamenta
characteristics, is relevant for the disclosures included in
the financial statements. Thus, in the financial statements
al relevant information should be disclosed in order not

to mislead by omission or incorrect disclosure the users
that in other conditions would change their decisions.
Comparability is included in the second category
(amplifiers), which is the ability of information to be
compared from atemporal and spatial perspective.

Another amplifying characteristic is verifiability,
which implies the possibility for information to be
evaluated by different people who have the necessary
skills so as to confirm its far presentation and
correctness. Financial information must aso be timely
and understandable so that it is available in due course
and clearly disclosed (IFRScommunity, 2021).

IAS 1 states that entities shall disclose an analysis of
expenses by nature or by function. The presentation of
expenditure by nature responds to the information needs
for the calculation of macroeconomic indicators, while
the presentation of expenditure by function implies
professional reasoning for achieving the alocation of
costs by functions (production, administrative, marketing,
distribution, research).

The scope of the study is to conclude if there is a
positive and significant influence of earnings per share,
comprehensive income per share and equity per share on
the share price on the Romania Stock Exchange for the
period 2019-2021.
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LITERATURE REVIEW

The comprehensive income proved to be more
relevant and used by users in their decisions and their
projected cash flows (Jaweher, 2013) compared to the net
result that does not fully disclose the performance of the
company, especialy in periods of economic instability.
But, on emerging markets, in their study Bataineh and
Rababah (2016) highlighted the fact that the net result has
a higher forecasting capacity than the other
comprehensive income.

Traditionally, the net result was considered the
important indicator in terms of performance evaluation,
but lately it has proved to be an insufficient indicator to
meet the information needs of users (Hodgson and
Nechita,2013).The comprehensive income is becoming a
significant indicator for the companies performance
(Gazzolaa and Améliob, 2014) and is much relevant in
terms of the capita market redlity than the net result
(Frendzel and Szychta, 2013).

The globalization process has caused companies to be
increasingly involved in foreign currency transactions, so
gains and losses resulting from conversions of foreign
operations are included in the category of other
comprehensive income. The accounting treatment of
these transactions is determined by IAS 21, which makes
them divided into monetary and non-monetary items.
Foreign exchange gains and losses related to non-
monetary items that are classified in other comprehensive
income will be disclosed in other comprehensive income
(IASB, 2022). The accounting treatment of these
transactions is determined by IAS 21. Also included in
this category are gains or losses related to monetary
elements which are based on net investment in foreign
transactions (Muthupandian, 2009). Another
comprehensive income item is related to the increase in
the value of an asset (revaluation reserve). Additionally,
IFRS 9 requires that financial assets are subsequently
measured at amortized cost or those measured at fair
value by including gains or losses as other comprehensive
income or by disclosure in the profit and loss account.

Also classified as other comprehensive income by
IFRS 9is the impact generated by hedging accounting.
Its purpose is to highlight in the financial statements the
effect of operations relating to the risk management of a
company using financia instruments. They may have an
impact on; profit or loss of the period, or other
comprehensive income, such as investments in equity
instruments for which a company has decided that
changes should be presented at fair value through other
comprehensiveincome (IASB, 2022).

Actuarial gains and losses (IAS 19) are recognized
directly as other comprehensive income, which may
result in a decrease in the volatility of the profit and loss
account (IASB, 2022).

The way the companies annual result is disclosed
based on IFRS requirements, has led to many contrary
views. Some of the users of the financial statements, are
of the opinion that a new, more complex way of
disclosing the result was not necessary. Additionaly, the
comprehensive income was identified as being more
volatile than the net result, because the comprehensive

income is related to other comprehensive income which
are requiring in certain cases significant professional
judgment (Khan and Bradbury, 2014). In other studies,
was concluded that the net result is more relevant than the
comprehensive income, even if the components of the
comprehensive income disclosed additional information
besides the accounting elements such as the net result and
the book value (Mechelli and Cimini, 2014). On the other
hand, Gazzola and Amelio (2014) mentions that the
comprehensive income is an important indicator in
performing performance evaluation.

The literature included also many studies related to
the correlation between the investors' behavior impacting
the share price and the correlation with the net result,
comprehensive income and other comprehensive income.
Similar conclusion was mentioned by Fadlallah (2022)
that carried outa study in the case of listed companies in
Egypt, concluding that the significant relationship
between the disclosure of the comprehensive result and
the performance of the stock markets is due to the
information provided by the comprehensive income that
leads to a better understanding of the performance of
companies and increase in investor confidence.

The study conducted by Pascan (2014) for listed
companies in Romania highlights the fact that there is a
greater correlation between the share price and the net
result compared to the comprehensive income. Instead,
the work of Mironiuc et a. (2015) highlighted the
importance of both, net result and comprehensive income,
in correlation with the share price. Biddle and Choi
(2016) concluded that the comprehensive income is more
useful in the case of cash flow prediction.

Yao et a. (2022) concluded in the study conducted
that non-professional investors considered relevant the
information related to other comprehensive income,
especially when a company reports loss.

RESEARCH METHODOLOGY

The study is based on a sample of companies listed on
the Bucharest Stock Exchange (BSE) with the financia
statements with the year ended during the period 2019-
2021. The sampled companies prepared the financial
statements in accordance with International Financial
Reporting Standards (IFRS) and additionally disclosed
and reported the comprehensive income. Financial
entities were excluded from the analysis. This resulted in
a sample of 141company — year observations. The data
collection was done through the query of the Thomson
Reuters data base (Refinitiv) and for the variable
comprehensive income the data was collected manually
from the financial statements published by the companies
on the BSE website.

Additionally, we used in our research the computed
variables:

— Comprehensive income per share: resulted by
dividing the comprehensive income per number of shares.

—Equity per share capital: resulted by dividing the
equity per number of shares.

In the used data base, the earning per share was
aready available computed as company's net profit /
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result divided by the number of common shares it has
outstanding.

The hypotheses of the research are whether there is a
significant influence of the share price in regards of the
earning per share, the comprehensive income per share,
and as well equity per share.

The model used is similar to that developed by
Ohlson (1995) for the pricing model anayzing the
changes in value relevance to earnings, book value
correlated with share price. In the study, linear regression
was used to highlight the relationship between the
dependent and independent variables.

We customized the Ohlson model, the following
hypotheses were tested:

P= ag + a;EPSit+ a,SEit + i Q)

Where:

EPSit= Earnings per share of company i at the end of
the financial year t

SE= Equity per share capital of company i at the end
of thefinancia year t

In order to make a comparison between the net and
the comprehensive income, the model was also applied to
the comprehensive income as follows:

P=ay + a;CISit+ a,SEit + ¢i 2

Where;

CIS= Comprehensive income per share of company i
at the end of the financia year t

RESULTSAND DISCUSSION

The study aims to analyze the influence of the net
result and the comprehensive income over the share price
based on the data disclosed in the financial statements for
the period 2019-2021 by the listed companies on the
Bucharest Stock Exchange.

In performing the linear regression, we used STATA
tool.

Tablel
Descriptive statistics of the variables used
Variable Obs M ean Std. dev. Min M ax
TheYear 141 2020 0.8194075 2019 2021
Price 141 1.149.474 4.434.245 .0060077 3.598.814
EPS 141 0.7836596 3.207.699 -2.168.716 2.955.216
CIS 141 0.8681432 3.319.224 -2.164.927 2.918.522
SE 141 1.183.041 4.777.412 -.1814349 3.303.107

The descriptive statistics of the variables analysed in the study are given in Table 1, including the minimum,
maximum, mean and standard deviation values for each variable.

Table 2
Influence of earnings per share and equity per share
Source SS Df Number of obs = 141
F(2, 138) = 5334.19
Pattern 271.760.085 2 135880.042 Prob>F = 0.0000
Residual 351.533.199 138 25.4734202 R-squared = 0.9872
Adj R-squared = 0.9870
Total 275.275.417 140 1966.25298 Root MSE = 50.471
Price Coefficient Std. err. t P>lt| [95% conf. range]
EPS 6.005231 .3409854 1761  0.000 5.330.999 6.679462
SE 5374352 .0228948 2347  0.000 4921653 5827052
_cons 4306052 4383347 0.98 0.328 -.4361156 1.297326

In Table 2, is the summary of the model from the first
hypothesis developed using linear regression.

F is 5334.19that means the independent variables:
earnings per share and equity per share explan
significant the share price (the dependent variable).The
correlation with the variablesis positive.

The model developed proves to be significant
statistical at al hislevels considering the 99% confidence
level obtained by having Prob > F = 0.0000.Thus, the null
hypothesis can be rejected that the share price is not
dependent to the independent variables mentioned above.

The two independent variables together have a
significant influence on the share price, with R? having a
value of 98.72%.

The value of 6.01 of the coefficient relating to
earnings per share indicates that that variable influences
the evolution of the share price to a greater extent than
the equity per share capital whose coefficient is
insignificant. Considering the values obtained for P>|t],
the earnings per share and equity per share are significant
below 10%, thus both variables are having significant
influence on the share price.
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Table 3
I nfluence of comprehensive income per share and equity per share
Source SS Df MS Number of obs = 141
F(2, 138) = 4384.98
Pattern 271010.913 2 135505.457 Prob>F = 0.0000
Residual 4264.50342 138 30.9021987 R-squared = 0.9845
Adj R-squared = 0.9843
Total 275275.417 140 1966.25298 Root MSE = 5.559
Price Coefficient Std. err. t P>lt| [95% conf. range]
CIS 6.22383 0.4091172 15.21 0.000 5.414882 7.032779
SE 0.5030073 0.0284244 17.70 0.000 0.4468036 0.559211
_cons 0.140782 0.4840181 0.29 0.772 -.8162687 1.097833

In Table 3 is the summary of the model from the
second hypothesis devel oped using linear regression. Fis
4384.98that means the independent variables:
comprehensive income per share and equity per share
explain significant the share price (the dependent
variable). The correlation with the variablesis positive.

The model developed proves to be significant statistical
a dl his levels considering the 99% confidence leve
obtained by having Prob>F=0.0000. Thus, the null
hypothesis can be rgected that the share price is not
dependent to the independent variables mentioned above.
The two independent variables together have a significant
influence on the share price, with R? having a vaue of
98.45%.

The value of 6.22 of the coefficients relating to
comprehensive income per share indicates that that
variable influences the evolution of the share price to a
greater extent than the equity per share to which a
coefficient of only 0.50 corresponds.

4 References

CONCLUSIONS

The disclosure of comprehensive income has given
many differing views since its presentation in IAS 1.
While some authors argue that the net result is more
useful for users, there are also studies that claim that the
comprehensive income brings a significant adding value.
The results of the analysis carried out, revea that the
earning per share has a greater influence on the share
price compared to the comprehensive income per share,
but the difference between their percentages is not
significant. Thus, it can be concluded that both are
important for investors.

The limits of the research are represented by the fact
that the sample included companies listed in Romania.
The following research could extend the analysis to other
companies listed on European Stock Exchange markets or
for an extended period of time.
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