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A research on the effects of business environment on persistence of accounting
numbers
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First, | examine the relationship between the aggregated financial
information and macro economic environment. The results exemplify that both the return on net
operating assets (RNOA) and its DuPont drivers of the largest listed companies are positively
correlated with 1 year ahead GDP growth. Second, | investigate the association of the business
environment surrounding the companies substantially involved in the environmental investments with
accounting information of these companies. The results reveal that the environmental costs

expenditure is positively correlated with ROE, but negatively correlated with discretionary
accruals. Third, in the case of fraudulent accounting, | show that the information necessary for

evaluating particular company differs according to the business environment of the company. After
controlling the effects of productivity, it is confirmed that fraudulently increased net income

leads to the excess investment such as over employment.
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