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Abstract

This study aimed to identify the earnings management and its relationship with
stock returns in the Palestine Securities Exchange, and stand on the interest of these
companies, earnings management and its relationship with stock returns. The study was
applied on the sample Jones average on the study population is composed of public
shareholding companies listed on the Palestine Securities Exchange and the 23 Company,
has been collecting information in this regard the figures of the financial statements for
each company, as well as to clear the annual financial reports of the companies themselves
to knowledge management profits and their relationship to stock returns has been the use
of test T-test and test ONEWAYANOVA, standard deviation and the arithmetic average
researcher has used the descriptive analytical approach to reach logical conclusions to

support the theoretical hypotheses in the study.

Study findings:

The study concluded several conclusions, including, most listed companies in the
Palestine securities practice earnings management. More over, there is a statistical
relationship at the level of a= 0.05 between the net operating profit, the cash flow from the
operational process and the change in company's revenues with stock returns of the
registered companies at Palestine securities Exchange. On the other hand, the study found
that there is no statistical relationship at the level of a = 0.05 between the change in the
accounts receivable, the total of company's assets and the stock revenues in the listed

companies at Palestine securities Exchange.

Study recommends:

1) It isimportant to increase the effectiveness of auditing committees to gain a good
level of a waviness in dealing with practice of earning management. Therefore, it
reguire to support their independence and develop their performance at week.

2) Market management should work to achieve the efficiency of the financial market
and to increase its effectiveness, especially in inspecting companies that practice

earning management.
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Definition Discretionary accrual

Non-obligatory expense (such as an anticipated bonus for management) that is yet

to berealized but is recorded in the account books.
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Definition non-discretionary accrual:

An obligatory expense that has yet to be realized but is already recorded in the

account books .Examples of non-discretionary accruals are any upcoming bills or next

month's salary.
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Definition NON-DISCRETIONARY ACCRUAL

NON-DISCRETIONARY ACCRUAL is a mandatory expense/asset that is recorded
within the accounting system that has yet to be realized. An example of this would be

payroll taxes.
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DISCRETIONARY ACCRUAL

DISCRETIONARY ACCRUAL is a non-mandatory expense/asset that is recorded within the

accounting system that has yet to be realized. An example of this would be management bonus.
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