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The main objective of this study is to examine the pricing of discretionary
accruals. In particular, the study investigates the relationships among discretionary
accruals, contemporaneous security returns, future profitability measures, and
subseqguent abnormal returns of companies listed in the Stock Exchange of Thailand
during 1995 — 2004. Five models are used to estimated discretionary accruals :
Modified Jones, Jones, Healy, De Angelo and Industry. This study employs the

multiple regression technique and t — test in the examinations.

The results indicate that operating cash flows and total accruals are positively
related to stock returns and future profitability. The relation for operating cash flows is
stronger than that for total accruals. The evidence suggests that the stock market
price operating cash flows and total accruals, and that the market pricing for
operating cash flow is stronger than that for total accruals. There is no supporting

evidence of mispricing in the accrued items.

The relationships among discretionary accruals, security returns, future
profitability and subsequent abnormal returns are not robust to the models regression

specifications used to estimate discretionary accruals.





