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K. P. Venugopala Rao (India), Farha Ibrahim (India), Nidhi Phutela (India)

THE RELEVANCE OF ACCOUNTING

INFORMATION IN THE ERA OF
IND AS: EVIDENCE FROM A NIFTY
ENERGY INDEX

Abstract

This paper investigates the value relevance of the financial information reported by
energy companies included in the NSE Energy Index after the mandatory adoption
of the Indian Accounting Standards (Ind AS) for the 2016-2017 accounting year. The
fixed-effects model was employed on the panel data of energy companies included in
the NSE Energy Index to study the impact of the accounting information on the mar-
ket price of the shares for the period 2017-2021. The study suggests that a company’s
book value consistently explained the variation in the market price across each year
individually. Moreover, with the control of time across firms for the study period, book
value per share and net cash flow from investing activities have significant explanatory
power on the market price of a company’s shares. Profit after tax, which is widely used
to determine a firm’s performance, cannot explain the variability in the market price
of shares.

Keywords value relevance, fixed effects, panel data, energy index,
time series, accounting standards, IFRS, India
JEL Classification G14, M41

INTRODUCTION

Chaotic trading on the stock exchange, marked by bouts of volatility on

the day a listed company announces its financial results, usually put the

markets to overdrive. Market participants get into vigorous trading, try-
ing to get the best bargain. Efficient markets quickly impound all the rel-
evant information in the share price (Fama et al., 1969). The constant flow
of financial and non-financial information puts markets into intense ac-
tion as investors interpret new information in accordance with their un-
derstanding of investment decisions (Brown & Sivakumar, 2003). Audited

financial reports provided by firms are firsthand information about a

company’s financial performance. Since firms themselves publish these

reports, it is evident that stakeholders rely on the information carried

in these statements to make investment decisions. However, the critical

question that looms large is the quality of information. The conservative

approach in accounting, which creates asymmetry in the timeliness and

persistence of the bad news (Basu, 1997), raises the question of the quality
of information carried in these documents. It has always been a matter of
debate on the relevance of the financial statements for investing in finan-
cial assets due to the emphasis on recording anticipated losses but not the

profits (Stober, 1996; Beaver & Ryan, 2000; Yuan & Jaing, 2008).

The need for additional contrivances in drawing out valuable informa-
tion from the financial statements to bring it closer to its current val-
ues calls for a lucid presentation of the financial statements support-
ed with the relevant information. Accounting information is value-
relevant when it supports stakeholders in their investment decisions.
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Accounting standard setters seek to overcome the shortcomings of historical records and a conservative
approach by prescribing standards that reflect a fair view of a firm’s financial position (Bray, 2001). India
adopted uniform international accounting standards to improve the quality of financial information
and make the financial markets investor-friendly. It introduced Indian Accounting Standards (Ind AS)
in convergence with the International Financial Reporting Standards (IFRS) in 2016. This paper ex-
amines the relevance of accounting information in determining the market price of the shares in the
Indian markets after introducing the Indian Accounting Standards (Ind AS). It contributes to the ex-
isting body of knowledge in ascertaining the firm-specific accounting information that influences the
market price of the shares by employing the modified Ohlson model (Penman et al., 2007).

1. LITERATURE REVIEW

The incessant flow of information from several quar-
ters of the market gets impounded in the share price,
giving it a specific direction that reflects investors’
sentiments (Ball et al., 1993) and in the process gen-
erates volatile trades. Markets react to accounting in-
formation based on their efficiency in transmitting
the information. A region’s business environment,
which includes economy, market structure, and so-
cio-political situation, influences the value relevance
of accounting information. Studies of the value rele-
vance and the market environment across the econ-
omies reveal differing results, and it is observed that
the accounting information has relative usefulness in
advanced economies (Battacharya et al., 2003). The
relation of accounting information in the financial
markets was found to be lower in an environment
where countries adopted bank-oriented financial
systems as opposed to market-oriented financial sys-
tems. The nations where the accounting standards
were heavily influenced by the government policies,
leaning to fulfill the social and political objectives,
found the relevance of accounting information to
be of little value (Choi & Mueller, 1992). The econo-
mies that are largely dominated by the tertiary sector
and those working closely with the private sector in
framing their economic policies derive value from
the accounting information. Firm-specific charac-
teristics and their accounting policies influence the
presentation of financial statements. Studies on the
factors affecting the value relevance of accounting
information in Tehran suggest that factors like prof-
itability, size, earnings stability, and firm growth in-
fluenced the value relevance of accounting informa-
tion (Nayeri et al., 2012). Whereas, it was found that
there was a reduction in the value of accounting in-
formation when the firms engaged in earnings man-
agement (Whelan & McNamara, 2004). As GAAP-
based financial reporting differs by region, there is
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a high possibility of misinterpretation and alteration
of outcomes without the knowledge of local GAAP.
To reduce the asymmetry in the accounting infor-
mation arising out of different accounting practic-
es across the globe, the introduction of a single set
of accounting standards, International Financial
Reporting Standards (IFRS), is well received by many
economies. Studies on the relevance of financial in-
formation based on the IFRS revealed that the fair
value accounting is more relevant and transparent. A
sample of 21 countries for the period 1994 to 2003
selected for the study by Barth Landsman and Lang
(2008) on the presentation of financial information
disclosed that the introduction of IFRS increased
the accounting quality and carried value relevance
against the reporting in domestic GAAP. While,
there was no significant improvement in the quality
of information on the adoption of IFRS in heavily en-
forced countries (Ahmed et al., 2013). The results of a
study conducted to investigate the influence of IFRS
on publicly traded Indonesian banks from 2007-
2013 revealed that the value relevance and risk rel-
evance of accounting information declined after the
adoption of IFRS, which is contrary to the hypoth-
esis that reporting as per IFRS improves the quality
of accounting information (Anggraita et al., 2020).
Similar results were found in the case of US banks
under fair value accounting; the IFRS was found to
be less value relevant when compared to reporting
in GAAP (Mclnnis et al., 2018). The reliability of the
accounting value was found to negate the benefit of
value relevance due to the fair value estimation error
associated with the fair value gains or losses (Barth,
1994) in contradiction to the findings in the Chinese
markets (Bao & Chow, 1999). IFRS exerted lesser in-
fluence on the relevance of accounting information
in the smaller, less liquid, and weakly enforced capi-
tal markets (Ali & Hwang, 2000). Knowledge of the
firm-specific information in determining the market
price of financial instruments can make investment

http://dx.doi.org/10.21511/imfi.19(2).2022.17
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decisions a breeze. Profitability ratios are the most
popular and frequently used accounting information
variable (Bhatia & Dhamija, 2015). Studies in this di-
rection reveal a significant negative association of
earnings per share (EPS) and book value per share
(BVPS) with the market value of a firm (Clarkson
et al, 2009; Oyerinde, 2009; Alfaraih & Alanezi,
2011). Contrary to this, book value and EPS positive-
ly influenced the market price of the share and was
found value relevant (Clarkson et al., 2011; Bhatt &
Sumangala, 2012; Suadiye, 2012). However, Hunt et
al. (1997) indicated a higher explanatory power of
BVPS over the EPS. The value relevance of earnings
and book values was inversely related, influencing
the quality of information (Burgstahler & Dichev,
1997). The study of the efficiency of the accounting
information on IFRS adoption on firms listed on the
Nigerian Stock Exchange revealed an incremental ef-
fect on the value relevance of book value, earnings
per share, and cash flow from operations, with earn-
ings per share having the highest incremental value
(Okafor et al., 2017). Contrary to this, Chinese mar-
kets exhibited strength in the information provided
by the earnings and book value to explain the stock
prices of firms in pre-IFRS reporting (Bao & Chow,
1999; Chen et al., 2001). Literature indicates a mixed
response of the value relevance of accounting infor-
mation on investment decisions after introducing
IFRS, depending on the geography, political and eco-
nomic conditions. Publicly listed companies in India
have embraced the Indian Accounting Standards
(Ind AS) from the accounting year 2016-2017. The
introduction of Ind AS in convergence with IFRS is
an effort to make market investors friendly for both
domestic and international players. The Indian econ-
omy has grown at a rate of 7% and has witnessed a
considerable interest of investors in the capital mar-
kets, as reflected in the market capitalization of
Rs.199 trillion of NSE India as of March 31, 2021,
from Rs.109 trillion on March 31, 2020. The Indian
Stock market is dominated by two exchanges, name-
ly the BSE and the National Stock Exchange of India
Limited (NSE India). With the robust infrastructure
in a virtual environment, the NSE India attracts
many participants, making it the topmost exchange
for total and average daily turnover of equity shares.
The derivatives segment of NSE is ranked first in the
world for the year 2020 as per the Futures Industry
Association (FIA) and is ranked in the fourth place
globally in the cash segment by the number of trades
as per the World Federation of Exchanges (WFE) for

http://dx.doi.org/10.21511/imfi.19(2).2022.17

the calendar year 2020. A large number of trades in-
dicate the popularity of the exchange; it generates li-
quidity and attracts a constant flow of information,
making it an ideal marketplace to capture the data
for this study.

The literature review suggests that several studies
have been carried out in the area of accounting rel-
evance in the developed economies and scant stud-
ies on the influence of the uniform international
accounting standards on the firm’s value in Indian
markets after the introduction of Ind AS, leaving a
gap in the studies undertaken. This study attempts to
fill the gap by exploring the influence of the financial
information reported as per Ind AS in determining
the price of a firm’s shares.

2. AIMS

Accounting standards provide broad guidelines
to present financial information aiming at clari-
ty and comparability among firms; the policies
flowing out of these standards apply to specific in-
dustries. Industries adopt accounting policies that
are more suitable to their area of activity. A sec-
tor-specific study provides better insights into the
value relevance of accounting information on the
market prices. Since the infrastructure industry is
the backbone of every burgeoning economy, it is
of interest to evaluate the markets’ response to the
published financial statements in this sector.

The objective of this study is to investigate the in-
fluence of accounting information reported as per
Ind AS in determining the market price of ener-
gy companies included in the Nifty Energy Index.
The specific objectives of the study are as follows:

To evaluate the strength of financial parameters
that influences the market price of equity and to
examine the value relevance of the reported finan-
cial information.

3. METHODOLOGY

The NSE Energy index is chosen to study the in-
fluence of accounting information on infrastruc-
ture companies. The Nifty Energy index comprises
10 companies from the oil and gas and the power sec-
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tor. As of March 31, 2021, its composition was 63.82%
occupied by companies from the oil and gas sector
and 36.18% from the power sector. The market capi-
talization of the Nifty Energy index has grown from
Rs.5,03,015 crores in 2017 to Rs.9,54,366 crores in
2021, registering a growth of 13.67% CAGR during
this period of five years. It is of interest to note that
out of the 10 listed companies in the Nifty Energy in-
dex, 6 are included in the NIFTY 50 Index, covering
13.45% of the total market value of the flagship index.

Nine companies from the Nifty Energy Index were
included in the study, excluding Adani Green Energy
Ltd as it was introduced in the index from 2018. This
was done to bring parity in the representation during
the study period. Firm-specific data was obtained
from its annual reports, and the market prices of
the scrips were collected from the National Stock
Exchange.

The Ohlson pricing model has been adopted to eval-
uate the markets’ response to the accounting infor-
mation flowing into the markets. Literature suggests
that EPS and BVPS have sufficient information to
evaluate the organization’s health, and investors pri-
marily rely on these indicators while strategizing
their investments. Since cash flows are largely used
in determining the value of a firm by financial ana-
lysts, cash flows in investing activities can add value
relevance in determining the market price. The au-
thors have modeled the market price as a function of
Profit after Tax, Book Value Per share along with the
Net Cash flow from investing activities, representing
the performance, position, and information on cash
spent in investments.

Initially, cross-sectional data of the individual ac-
counting years has been analyzed, followed by the
evaluation of the panel data for the study period, em-
ploying the fixed effects model.

3.1. Measure of variables

3.1.1. Dependent variable

The dependent and the independent variables con-
sidered for the study are discussed below.

Market price per share (MPS): The price deter-

mined by market participants in the stock mar-
kets is based on the information flow from various

204

sources; it is also influenced by the information
derived from the announcement of a firm’s finan-
cial results. In efficient markets, the information
flowing from the result announcement gets quick-
ly factored in the market price; hence, the 5" day
share price at market close is taken as the depend-
ent variable in this model.

3.1.2.Independent variables

The independent variables employed in this mod-
el provide a summarized view of a firm’s perfor-
mance, its financial position for the accounting
year, and its future direction.

Book value per share (BVPS): Each share’s value
is based on a firm’s financial position. The balance
sheet is a statement carrying the value of assets
and liabilities at both historical and fair values, re-
flecting a business’s financial position. Book value
is one of the crucial variables that affect the mar-
ket value of equity share.

Net cash from investing activities (NCFIA): The
net cash from investing activities (NCFIA) indi-
cates a firm’s plans. It is a forward-looking indi-
cator, as it provides the possible future revenues
of a firm. This component of the cash flow state-
ment reflects a firm’s strategies and the direction
of its plans.

Profit after tax (PAT): Efficiency in utilizing the re-
sources in the given accounting period is reflected
in the residual revenues, post the firm’s expenses
to meet their commitment for the resources uti-
lized. This is the amount that shareholders can
maneuver with, either giving it back or collecting
as a reward for the risk they had undertaken. This
assists in gauging the firm’s performance.

All the variables were checked for stationarity. All
the variables barring the book value per share were
stationary. The log transformation of book value
per share made the variable stationary; hence the
log values of this variable were considered.

The variables expressed in the model are as follows:
5DMP is the Market price at the close of the 5th

day after the financial results announced by a
company;

http://dx.doi.org/10.21511/imfi.19(2).2022.17
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LOGBVPS is Log Book Value of a share, including
reserves and surplus;

PAT is the Profit after Tax;

NCFIA is the Net cash flow from investing
activities.

The companies selected from the Nifty Energy
Index are BPCL (Bharat Petroleum Corporation
Ltd), GAIL (Gas Authority of India Ltd), HPCL
(Hindustan Petroleum Corporation Limited), IOC
(India Oil Corporation), NTPC (National Thermal
Power Corporation), ONGC (Oil and Natural Gas
Corporation), Powergrid Corporation of India,
Reliance Industries Limited and Tata Power. The
Government of India is the largest shareholder in
BPCL, GAIL, HPCL, IOC, NTPC, and Powergrid.
Reliance Industries Ltd and Tata Power have sig-
nificant promoter group holdings. BPCL is taken
as a reference company in the study for evaluating
the fixed effects in the panel data.

The Model

MP, =a; + B, log BVPS , +
+B,PAT, + B,NCFIA  F, +T, + ¢,

©)

MP, is the 5th day Market Price of the company
j in the year ¢, log BVPS, is the log of the Book
value per share, including the revaluation reserves
of the company j in the year t, PAT, is the Profit
After Tax of the company j in the year t, NCFIA,
is Net cash flow from investing activities of the
company in the year ¢, &, is the error term, «; is
the (i = 1....n) is the unknown intercept for each
company-specific intercepts, F, is Fixed effect in

t
year t, T} is Fixed time effects for company j.

B, B, and B, reflect the value relevance of the
BVPS, PAT, and NCFIA of a firm, respectively.

4. RESULTS AND DISCUSSION

Descriptive statistics in Table 1 indicate that the
market price of the shares ranges from Rs.1,926 to
Rs.35.8. The wide range in the stock price provides
a good choice for investors to build a portfolio or
trade. This indicates a healthy marketplace that
encourages small and large market participants

http://dx.doi.org/10.21511/imfi.19(2).2022.17

to place their orders, thereby generating liquidity.
The median of Rs.195.4, which is below the mean
of Rs.363.8, indicates that most investments have
happened in the small-priced scrips over those in
the high price bracket. A high standard deviation
of Rs.424 in this data is due to the distribution
of scrips in the basket, which is characterized by
a wide range of Rs.1,891, and the shares of low-
er market price traded in large volumes. The re-
ported profits after Tax, with companies report-
ing Rs.13,259.9 crores on the higher side and a loss
of Rs.3,242 crores, indicate that the firms in this
index have mixed results in their annual perfor-
mance. The average market price was a multiple
of 1.6 of the mean of the book value, indicating
a positive outlook among market participants in
quoting above a firm’s book value. The data was
not normally distributed, confirmed by the Jarque
Bera statistic, while this is a typical characteristic
of the financial time series data.

Table 1. Descriptive statistics, 2017-2021

D:ts:trl;'::;e SDMP  BVPS  PAT  NCFIA

Mean i 363.85 i 22549 : 13259.90 :-25221.89
‘Median | 19545 | 16751 . 1005645 | -17118.70
Maximum 192680  1240.39 5322300 66760
Minimum 35.80 5576 | —3242.41 |-141634.0
Std.Dev. | 42454 | 23081 1224562 | 2871118
Skewness 227245 | 289071 1322044 2111417
Kurtosis 744354 1131831 | 443148 | 7.93866

Jarque-Bera 757524 | 1924109 169506 791675
_Probability  : 0.000000 : 0.000000 : 0.000209 : 0.000000
SumSq. Dev. | 7930352 | 2344204 | 6.60E+09 | 3.63E+10

P R Esia Rt

To meet the first objective of this study, the Pearson
correlation is employed on the market price, profit
after tax, book value, and the net cash flow from
investing activities at 5% significance to assess the
strength in their relationship. Statistics in Table 2
show that the BVPS has a strong relationship with
the market price at 0.96, followed by the strength
of profit after tax that stands at 0.74. A negative
correlation of 0.745 indicates that market partic-
ipants relate strongly to the cash outflow due to
investing activities, which supports the premise
of deriving future benefits from such investments.
Further, to check whether the data suffer from
multicollinearity, which hampers the precision of
the inferences, the Variance Inflation Factor (VIF)
tool was employed. The centered VIF ranges of 2.4
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to 4.7, as given in the results presented in Table
3, indicates that the independent variables do not
have a linear relationship and do not suffer from
multicollinearity.

Table 2. Pearson correlation

Sample: 2017-2021
Included observations: 45
. PAT . LOGBVPS . NCFIA = 5DMP
PAT £ 1.00000 | 076267 {-0.86674 : 0.73991
LOGBYPS 076267 . 100000  -072217 . 090933

74524

NCFIA ....70.866
1.00000

ceren . . cene _0'72217. .
5DMP . 073991

0.90933

..1.00000
| —0.74524

Table 3. Variance inflation factors

Sample: 2017-2021
Included observations: 45

Variable Coefficient Uncentered Centered
Variance VIF : VIF
NCFIA 3.47E:06 4169615

LOGBVPS | 3841902 1539876
C © 82896.46

2479505
1235941 NA

To address the second objective of the study, the
market price of the shares is regressed on the ac-
counting variables in the cross-sectional data for
five years individually. As seen in Table 4, book
value of the shares has explanatory power in all
the years except the year 2021. This confirms a
strong relationship of BVPS with the market price,

Table 4. Year-wise cross-sectional regression

as seen in Table 2. However, in 2021, the BVPS is
positive and statistically significant above 10% in
determining the association of book value with the
market price of the shares. Whereas the explana-
tory power in the PAT and NCFIA was found to be
insignificant in four years, 2017, 2018, 2020, and
2021. R-squared of 0.84 and above in all the years
indicates a good fit of the variables in the model.

During the study period, the results of the year
2019 are exceptional, as all the accounting vari-
ables, i.e., BVPS, PAT, and NCFIA, have demon-
strated their influence in explaining the mar-
ket price. From the results of the five years, it is
observed that the book value of the scrip has a
positive influence on the share price. The PAT
and the NCFIA exhibited significant explanato-
ry power in 2019. The negative PAT coefficient
may be due to the growing enthusiasm of mar-
ket participants in driving the share price in an-
ticipation of good performance ahead of the re-
sult day, which later gets factored in the market
price on the fifth day after the announcement
of the results.

The results suggest that all the accounting var-
iables explain the market price variability only
in the year 2019. However, book value per share
has been consistent in providing direction in
the market price to market participants across
the study period. Each year’s results have mixed

Total observations: 9

Variable 2017 2018 2019 2020 2021
{ Coefficient 551.8467 433.4393 { 3616146 ¢ 5158123 i  432.7573
so.eror | sisoey s esseses | wssaws oy
t-Statistic 6745734 1...3:632033 i ..5241896 . 2.639355  : 1900293
Prob. 0.0011 0.0150 0.0033 0.0460 0.1158
""""""""""""""""""""""""" Cooigent “oomsss oo | “oomuss | Oowsod  -ooosei
PAT Std. Error | 0010813  : ..0009706 : 0005278 @ ..0010213 i 0019231
tStatistic | T2.274389 ¢ ...0343977  ...74386664  : ..1645350 i 0447769
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, Prob. ... 00720  i.....07449 ... 00071 :....01608 . ...06731 .
Coefficient -0.009807 0.001819 —0.014966 0.003800 —0.008072
. o Ermr 00048
t-Statistic -2.001650  : 0491606 . 75662448 : 08289
Prob. 0.1017 0.6438 0.0024
""""""""""""""""""""""""" Coefficient 2344505 1872866 1548044 2368377
c Std. Error 5 8
tStatistic | .73403572 G...TA701938 | i 72633975 i 71.902247
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, Prob. ... 17 00192 00058 00483 02155
R-squared 0.930590 0.841822 0.978707 0.907483 0.908530
,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,, R i B s SO Stsat

Adjusted R-squared 0.888944

0.746915

0.965930 0.851972
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results individually, with only book value in-
fluencing the dependent variable in four of the
five years at 5% significance, but failed to do so
in 2021. The other accounting variables could
not prove to help determine the market price
for four years. However, the overall results were
found to be inconsistent across the study period
when studied year-wise.

It may be noted that the Indian economy was
influenced due to significant policy shifts in the
financial system and indirect taxation like the
demonetization in the year 2016, followed by
the introduction of the Goods and Services Tax
(GST) in 2017. The introduction of these legis-
lations during the study period saw a noticea-
ble impact on the way the banking transactions
took place. It also affected the consumption and
investments; hence, it makes each year unique
during this study period. Further, to study the
influence of the accounting information on the
market price, which varies across each year in-
dividually during the study period due to the
inherent quality of individual company’s finan-

Table 5. Fixed effects model

cials, the fixed effects model was employed. This
helps to control the time-specific effects and the
unobservable inherent strengths of each com-
pany’s financial reporting due to its accounting
policies while avoiding the bias in the slope of
the accounting variables included in the model.

As Table 5 shows, the addition of the dummy varia-
bles in the fixed effects model demonstrates a good fit

0f96.6%. It is noticed that the variation in the market

price was explained by the BVPS and NCFIA. The

BVPS and NCFIA were statistically significant at 5%.
They had a positive and negative influence on the

share price, respectively.

The analysis of data in the long run controlling
the time effects indicates the influence of the
BVPS on the market price of the share. For an in-
cremental unit of change in the book value, the
change in the share price was Rs.384.6, whereas
the net cash from investing activities influenced
the market price by Rs -0.004. The Profit after
Tax remained insignificant, confirming the
findings of Brown and Kumar (2003).

Model Description

Estimation Method FixTwo
Number of Cross SECHONS | e D
Time Series Length 5
Fit Statistics
R-Square 0.9749
Parameter Estimates
Estimate : Standard Error t Value Pr
Company
AL TA28658 1009, L0213
HPCL -174.949 83.6297 0.0453
JOC 7233, 971443 00228
NP 31971 78.0377 ...00008
ONGC -332. 72.6179 0.0001
POWERGRID o .....T62879 1033 00001
RELIANCE -191. 66.9611 0.0079
B e o
Period
2018 : 120.3529 41.4706 0.0070
S 0 RGO
2020 e 3139905 . A0.2640 L.04ns
2021 33.3105 45.5530 0.4705
Variable
ntercept i TAE0004 3295 486 00001
PAT 0.005245 0.00305 1.72 0.0961
LOGBVPS e 3846 76.7407 00001
NCFIA —0.00456 0.00118 -3.85 0.0006

http://dx.doi.org/10.21511/imfi.19(2).2022.17
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The fixed effects were employed across compa-
nies with reference to BPCL to evaluate the in-
trinsic nature of reporting of individual firms’
information. The results revealed that the infor-
mation flowing out of the companies’ financial
statements in this sector was comparable. The
information from the financial statements of six
companies, namely HPCL, IOC, NTPC, ONGC,
and Reliance Industries, was relevant at 5% sig-
nificance. Two companies, Gail and Tata power,

were not significant in providing the informa-
tion when compared to BPCL.

The influence of the time period on the market price
was significant in the year 2018, it was indicating this
period to be a favorable year compared to 2017. This
could be attributed to the early phase of reforms in-
troduced during 2016 and 2017. However, the follow-
ing years from 2019 to 2021, were not significant in
explaining the impact on the market price.

CONCLUSION

The study was undertaken to determine the strength and influence of accounting information reported
as per Ind AS on the market price of shares in the Nifty Energy index. The modified Ohlson model sug-
gests that BVPS positively influenced the market price, whereas the cash flow in investing activities had
a negative impact. The intrinsic value captured in book value remains a vital source of information in
determining the market price of the shares. The negative value of the NCFIA confirms the enterprising
approach of investors in determining the share price. However, profit after tax was not relevant in deter-
mining the share price. Since the firm’s performance is an outcome of firm-specific and external factors
determined during a specific period, the market participants have laid emphasis on the information that
reflects the value in the longer run. The firm’s Book Value captures the firm’s intrinsic value and con-
tributes to the direction of the market price of the share. The control of the unobservable factors among
the firms indicates that the nature of the business and the ownership determined the value relevance of
accounting information.

The study argues that information from book value per share and net cash flow from investing activities
presented as per Ind AS is value relevant for investors, and metrics provide the direction of investments
in the capital markets.
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