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Abstract

One of the equity market anomalies is accrual anomaly. This anomaly observes the negative
relationship between accruals and future stock returns. In this regard, there are two points of view,
behavioral and rational expectations. Analyzing book-to-market decomposition, this study investigates
these two views in one framework, examining which of the two is more related to accrual anomaly.
Based on theoretical and research background, Book-to-Market (B/M) ratio is decomposed into Book-
to-Intrinsic value (B/V) ratio and Intrinsic-to-Market value (V/M) ratio. B/V component shows the
discount rate changes and firms’ investment related to growth (risk and growth) and of course it is
based on the rational expectations view and V/M component states the investor’s mispricing and based
on the behavioral view. The results of investigating 80 firms from companies listed in Tehran Stock
Exchange from 2002 to 2009 offers that B/V and V/M have a negative and significant impact on
accrual. Furthermore, there is accrual anomaly in the Tehran Stock Exchange somehow, relating to
B/V. As a result, risk and growth are main cause of anomaly accrual.

Keywords: Accrual Anomaly, Intrinsic Value, Size-Adjusted Future Stock Return.

* a.hashemi@ase.ui.ac.ir





