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Abstract

This study aims to identify the Effect of the Applying Fair Value
Accounting for Financial Instruments on each of stock market return and
earning per share of net income, through the analysis of the theoretical sides
related to the applying and the scientific basis upon which the Accounting
treatments related to it.

To achieve these objectives practically, this study has tested the first
major hypothesis and branching of it, through the analysis of financial
statements of Income Statement, Statement of Changes in Shareholders Equity,
and Statement of Cash Flows, for (13) listed companies in the Palestinian
Financial Market of the period from 2004-2009, by measuring the correlation
and regression coefficients to determine the strength and direction of the
relationship between the independent and dependent variables, and as well as
its explanatory power, to identify the effect of changing in the elements of those
statements which resulted of the Applying of Fair Value Accounting for
Financial Instruments, and measuring their effect on stock market return for the
companies which are under study, but for testing the second hypothesis has
been to rely on the Income Statement to reach the earning per share of net
income prepared according Fair value Accounting compared with earning per
share of net income prepared according historical cost by using mathematical
equations.

The study has shown that the stock market returns is affected with
the variables (net income, profits of financial Instruments, proposed dividends
to shareholders, the accumulated change of the fair value),were the result noted
the positive existence impact of these variables on stock market returns, where
as stock market returns is not affected with the variables (profits distributed to
shareholders, the balance of cash and cash equivalents). As the result has shown
that the majority of companies achieved (possession gains) which is reflected
positively on the financial performance of these companies, Thereby increasing
of returns per Share on of net profit. .

The study has recommended to be continuity of the applying of fair value
accounting , follow-up new adjustments, and work to confirm the concepts of
the culture of the applying, through rehabilitation and development accountants
performance in the field of financial instruments accounting, as well as issuance
a national standard about the recognition and measurement of financial
instruments.
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