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The objectives of this thesis are to study the relationship between financial ratios and stock
returns, to compare the importance of financial ratios that effect stock returns and to compare the
relationship between the company's disclosed financial ratios taken from form 56-1 and stock
returns and the relationship between financial ratios calculate by researcher and stock returns. In
this study, bivariate regression and muitiple regression are used to test the relationship of financial

ratios and the stock returns.

This study finds that the relationship between financial ratios and stock returns is
exponential model for return on sales, return on assets and debt to equity ratio for both company’s
disclosed ratios and researcher calculated ratios, as well as the company’s disclosed inventory
turnover. The results indicate that the increase in financial ratios is associated with gradual increase
in stock returns at first, and with higher rate of stock returns increase later. The relationship between
financial ratios and stock returns is logarithmic model for company's disclosed and researcher
calculated return on equity and researcher calculated inventory turnover. The results indicate that
the increase in financial ratios is associated with high increase in stock returns at first and with lower

increasing rate later.

The multiple regression analysis results find that retumn on sales and inventory tumover are
more related to stock returns than the another financial ratios. Finally, the company’s disclosed
financial ratios in form 56-1 can explain the stock returns higher than the researcher calculated
financial ratios. The results indicate that investors rely on information disclosed by companies more

than financial ratios that researcher calculates from the financial statements.





