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Abstract:

The study aimed to investigate the impact of earnings management on selected financial ratios of stocks in companies listed on the Palestine Stock
Exchange. The study employed a descriptive analytical approach. The research encompassed all industrial, service, and investment companies
listed on the Palestine Securities Market, totaling 33 companies. The research sample comprised companies that provided data and remained actively
traded during the study period from 2011 to 2021. Data analysis was conducted using the statistical software EViews, employing time series analysis
and panel data. Co-integration tests were performed, followed by regression analysis to measure and test the study hypotheses and obtain results.
Key findings of the study include: non-financial companies engage in earnings management practices aimed at reducing profits. The market value
of companies listed on the Palestine Stock Exchange is negatively affected by earnings management in a statistically significant way. This means
that when companies engage in earnings management practices, their market value tends to decrease. However, there is no statistically significant
effect of earnings management on stock turnover for these firms. This implies that manipulating earnings does not have a significant impact on the
trading activity or liquidity of the stocks. Additionally, there is no statistically significant effect of earnings management on the stock price change
ratio for the firms listed on the Palestine Stock Exchange. This suggests that earnings management does not have a significant influence on the
percentage change in stock prices. Based on the study results, we recommend that investors in the Palestinian market focus on the market value
index and consider investing in companies with higher market values, as they are less likely to engage in profit manipulation. We also suggest that
the regulatory authority in the financial market enforce governance standards, as they play a crucial role in reducing earnings management practices
and creating a secure investment environment for stakeholders in the Palestine market.
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Random Effects — Hausman Test
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Random Effects — Hausman Test
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0.000 0.000 0.000 0.000 White

Random Effects — Hausman Test
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