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ABSTRACT

The Role of Financial Ratios in Predicting Stock Prices of
Jordanian Industrial Corporations Listed at Amman Stock
Exchange

Prepared by: Ammar Zakaria Salem

Supervised by: Prof. D. Mohammed Atya Matar

The purpose of this study was to identify the role of financial ratios in predicting stock
prices of Jordanian industrial corporations listed at Amman stock exchange.

The study aimed to showing which ratios had the most impact on the stock prices.

The researcher conducted an experimented study that was composed of a sample
representing (25%) of the industrial corporations listed at Amman stock exchange, which
included (73) companies in total, as of December, 2014. The study covered the period
(2010-2012).

The study made several conclusions including the existence of impact statically between:
current ratio (CR), quick ratio (QR), earning per share (EPS), return on equity (ROE),
debt ratio (DR), total asset turnover (TAT), price earning ratio (PER), and price to book
value ratio (PBVR), on stock prices. And on impact between: degree of operating leverage
(DOR), and working capital turnover (WCT) on that prices.

In the light of the foregoing, the Researcher submitted a set of recommendations, most
important of which are:

1. All investors in Amman Financial Market should have expertise in financial analysis
or take advantage of the experience and knowledge of the competent people in financial
analysis to rationalize their investment decisions towards taking the most favorable
investment decision.

2. Seeking to improve market efficiency in order to move from semi strong to strong
level.
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3. Conduct other studies which examine the financial ratios in order to predict the stocks

prices of the Jordanian public shareholding companies in the remaining sectors (non-
industrial).
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Model Summary

Model R R Square Adjusted R Std. Error of the
Square Estimate
1 .6352 .403 .154 9.34954

a. Predictors: (Constant), SumE, SumA, SumB, SumD, SumC

ANOVA?
Model Sum of Squares Df Mean Square F Sig.
Regression 708.557 5 141.711 27.801 .000P
1 Residual 1048.967 12 87.414
Total 1757.524 17
a. Dependent Variable: MS
b. Predictors: (Constant), SumE, SumA, SumB, SumD, SumC
Coefficients?
Model Unstandardized Coefficients Standardized t Sig.
Coefficients
B Std. Error Beta
(Constant) 2.085 6.019 .346 .735
SumA .381 .888 .399 4.752 .000
SumB 4.799 3.731 410 4.838 .000
! SumC 375 5.195 .333 3.407 .001
SumD 219 .358 .232 2,408 .018
SumE .310 139 .300 3.747 .000

a. Dependent Variable: MS
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Model Summary

(0=£0.05)4Y 2 s5ie vie )

Model R R Square Adjusted R Std. Error of the
Square Estimate
1 .5592 312 -.105 10.68675
a. Predictors: (Constant), QR, CR
ANOVA?

Model Sum of Squares Df Mean Square F Sig.

Regression 44.423 2 22.211 6.194 .025P
1 Residual 1713.101 15 114.207

Total 1757.524 17
a. Dependent Variable: MS
b. Predictors: (Constant), QR, CR

Coefficients®
Model Unstandardized Coefficients Standardized t Sig.
Coefficients
B Std. Error Beta

(Constant) 1.987 4.497 442 .665
1 CR g71 1.449 .267 3.532 .031

QR -.038 .861 214 3.445 .043

a. Dependent Variable: MS
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Model Summary

Model R R Square Adjusted R Std. Error of the
Square Estimate
1 7262 .528 465 7.44024
a. Predictors: (Constant), ROE, ERS
ANOVA?
Model Sum of Squares Df Mean Square F Sig.
Regression 927.166 2 463.583 8.374 .004b
1 Residual 830.357 15 55.357
Total 1757.524 17
a. Dependent Variable: MS
b. Predictors: (Constant), ROE, ERS
Coefficients?
Model Unstandardized Coefficients Standardized t Sig.
Coefficients
B Std. Error Beta
(Constant) 3.740 1.908 1.960 .069
1 ERS 2.117 6.143 .319 2.188 .039
ROE 22.306 8.636 573 2.583 .021

a. Dependent Variable: MS
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Model Summary
Model R R Square Adjusted R Std. Error of the
Square Estimate
1 4562 .207 -.059 10.46502
a. Predictors: (Constant), DOL, DR
ANOVA2

Model Sum of Squares Df Mean Square F Sig.

Regression 114.774 2 57.387 6.524 .033°
1 Residual 1642.749 15 109.517

Total 1757.524 17
a. Dependent Variable: MS
b. Predictors: (Constant), DOL, DR

Coefficients?
Model Unstandardized Coefficients Standardized t Sig.
Coefficients
B Std. Error Beta

(Constant) 7.618 5.172 1.473 161
1 DR -13.830 13.510 271 3.024 .022

DOL .996 3.036 .087 0.328 .748

a. Dependent Variable: MS
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Model Summary

Model R R Square Adjusted R Std. Error of the
Square Estimate
1 .3332 .110 -.132 10.81866
a. Predictors: (Constant), WCT, TAT
ANOVA?

Model Sum of Squares Df Mean Square F Sig.

Regression 1.874 2 .937 5.118 .029b
1 Residual 1755.650 15 117.043

Total 1757.524 17
a. Dependent Variable: MS
b. Predictors: (Constant), WCT, TAT

Coefficients?
Model Unstandardized Coefficients Standardized t Sig.
Coefficients
B Std. Error Beta

(Constant) 3.467 7.475 464 .649
1 TAT 1.591 12.931 0.333 3.123 .004

WCT -.012 .205 -.015 -.057 .955

a. Dependent Variable: MS
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Model Summary

(0= 0.05)4AY 2 (s5ina 2ie ) lee

Model R R Square Adjusted R Std. Error of the
Square Estimate
1 .6782 460 .388 7.95734
a. Predictors: (Constant), PBV, PER
ANOVA?

Model Sum of Squares Df Mean Square F Sig.

Regression 807.736 2 403.868 6.378 .010°
1 Residual 949.788 15 63.319

Total 1757.524 17
a. Dependent Variable: MS
b. Predictors: (Constant), PBV, PER

Coefficients?
Model Unstandardized Coefficients Standardized t Sig.
Coefficients
B Std. Error Beta

(Constant) -6.016 3.760 -1.600 .130
1 PER -.042 .057 444 2.974 .004

PBV 6.953 1.948 .688 3.569 .003

a. Dependent Variable: MS
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