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Abstract

Accounting conservatism is considered a development to the principle
of prudence and caution, which has gained wide acceptance among
accountants, and it was directed towards influencing the financial statements. It
takes into account the expected decrease in income or assets before their
realization, and it postpones the recognition of the increase until it has been
confirmed. This principle is still controversial because of its direct and indirect
effect on the financial statements.

This study aimed to know the practices of accounting conservatism on

the financial statements of the companies listed on the Palestine Stock
Exchange and to clarify the effect of these practices on the market value of
these companies. The study also sought to verify that there is a difference in the
accounting conservatism practices of the companies listed on the Palestine
Stock Exchange according to the type of market or sector.
To achieve the objectives of the study, the descriptive analytical approach was
used, and the study sample consisted of (29) companies listed on the Palestine
Stock Exchange within the sectors of industry, investment and services. The
study relied on the method of analyzing financial statements and data, using the
(Basu, 1997) model during the fiscal years (2016-2020), and also depended on
simple and multiple regression models.

The study reached several results, the most important of which were that
the accounting conservatism practices on the financial statements of the
companies listed on the Palestine Stock Exchange had a high degree, meaning
that the companies listed on the Palestine Stock Exchange practiced
conservative policies, and that there was a statistically significant effect of the
accounting conservatism practices on the market value of the companies listed
on the Palestine Stock Exchange. Also, it turned out that there was no
statistically significant effect of the accounting conservatism practices for each
sector on the market value, and that the industrial sector is the most
conservative sector of the Palestine Stock Exchange, while no difference was
shown in the accounting conservatism practices between the first and second
markets.

In light of the results, the study recommends the importance of adopting
conservative policies when necessary and in circumstances of uncertainty, and
that the accounting conservatism on the financial statements should not be
exaggerated. It is also recommended to hold seminars and workshops for
employees of the financial departments in the companies listed on the Palestine
Stock Exchange to discuss the accounting conservatism policies and uses as
well as the international standards for accounting conservatism.

Keywords: Accounting Conservatism — Market Value — Palestine Stock
Exchange.
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Regression Standardized Predicted Value

Scatterplot

Dependent Variable: dulesll
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