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Abstract

This study investigates the relationship between the aggregate of accounting earnings
and gross domestic product (GDP) in developing countries. More specifically, it
investigates the informativeness of accounting earnings as a predictor of macro
economy growth. It finds evidences that accounting earnings is a predictor of future
GDP growth. It also depicts that the informativeness of accounting earnings is not only
in the capital market level, but also in macro economy level. The finding of this study
argues that the informativeness of accounting earnings can be used to predict macro
economy. This study suggests that accounting numbers are not fully able to reflect
economic productivity of all developing countries. In other words, the aggregate of
accounting earnings in the developing countries has not contained similar properties to
predict GDP growth as those in the developed countries.
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INTRODUCTION

The most current issue arising is about the role of accounting earnings in firm’s level in
influencing macro economy. This relation is rarely examined by accounting researchers
(Konchitchki and Patatoukas, 2014), although it has actually been raised by Beaver
(1988), Kothari (2001), and Ball, et al. (2009). This study investigates the relationship
between accounting earnings and GDP in developing countries and simultaneously
refines prior studies’ methodologies. Furthermore, this study more specifically
investigates the informativeness of accounting earnings as a predictor of macro
economic growth in the developing countries to support evidences in developed
countries.

This study is important as it may provide novel evidences about the
informativeness of accounting earnings as a predictor of economic growth. Basically,
researchers believe that GDP is an indicator of economic activities including
investments, production inputs, and labors absorption (Konchitchki and Patatoukas,
2014). GDP is statistic summary of those indicators (Bureau of Economic Analysis,
2007). The economists have also concentrated on GDP and its growth (Zarnowitz and
Braun, 1993). However, economics and accounting researchers do not yet relate
aggregate accounting earnings to GDP growth (Konchitchki and Patatoukas, 2014).
Secondly, the usefulness of this study is for decision makers as well as a country’s
central bank, national development body, and World Bank. For developing countries,
this study can be used to predict a country’s budget in the future, monetary policy, fiscal
policy as well as policies for capital market.

This study follows Konchitchki and Patatoukas (2014), Beaver (1988), Kothari
(2001), and Ball, et al. (2009) inductively. Those studies argue that GDP measurement
and its growth align with firm’s accounting earnings measurement which has been done
through income approach known as a concept of capital maintenance (Kieso, et al.,
2010). The income approach measures a firm’s profit, managers’ and employees’
compensation, and taxes from every value added of production and import. Its measures
refer to each country’s generally accepted accounting principles (GAAP). Meanwhile,
the concept of income approach serves as a measurement of firms’ expected future cash
flows. It confirms the GDP concept which depicts the potential of future value added
flows. Thus, if the income approach is aggregated nationally, value added creation can
be measured nationally through this aggregation. Furthermore, the value added creation

is generated from GPD and its growth (Konchitchki and Patatoukas, 2014).



This study employs some assumptions. Firstly, representativeness of firms listed
on a country’s capital market is a reflection of national macro economy. This
assumption is very weak for developing countries as there are only few companies listed
on the capital market. It differs from companies in developed countries where most of
their companies are listed on the capital market. However, this assumption still applies
as private firms usually become suppliers and customers of public companies and vice
versa. Secondly, all listed firms on a country’s capital market root on utilitarianism
ethics that aims to increase national welfare. This assumption also formulates that all
firms intend to collectively move forward on self-interest basis. Thirdly, this study uses
linearity assumption of the relationship between accounting earnings profit and future
predicted GDP. This linearity is based on a belief that there would be information
contents of accounting earnings toward national macro economy. Lastly, the author
believes that both of GDP growth and accounting numbers contain high disclosure
validity. In other words, this study accepts those two numbers.

This study uses established theories and prior studies. Ball et al. (2009) theorize
that accounting earnings contains a concept of systematic component. This concept
shows that accounting earnings in firm level presents information contents to the capital
market. Furthermore, it presents information contents for predicting GDP aggregately.
This Ball, et al.’s (2009) argument has actually been formulated by Kothari (2001) that
there is a strong association between accounting earnings and market returns’
volatilities. Thus, according to Ball, et al.’s (2009) and Kothari’s (2001) theory, this
study ties capital market, foreign exchange reserves, monetary policy, and fiscal policy
related theories. Gonedes (1973b) argues that accounting earnings growth can lever
foreign exchange reserves on the next year. Likewise, Taylor (1993) and Clarida, et al.
(2000) conclude that an increase in accounting earnings is usually followed by monetary
policies as well as fiscal policies for the next years. In addition, Landefeld, et al. (2008),
Newey and West (2007), and Bureau of Economic Analysis (2007) find similar
conclusion.

This study fully contributes to accounting and macro economy studies. The
details of this study’s contributions are as follow. First, the aggregate of accounting
earnings at firm level as well as its growth play a role as indicator of future GDP.
Consequently, professional macro economy predictors are advised to include accounting
earnings as GDP growth predictor. Second, the informativeness of accounting earnings

does not only pay court on the capital market, but also applies on national macro
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economy. It shows that “micro to micro” relationship which explains accounting
earnings and market returns does not stop here. “Micro to micro” relationship that
explains the aggregate of accounting earnings and national macro economy has become
a new phenomenon (Konchitchki and Patatoukas, 2014). Likewise, “macro to micro”
relationship explains that GDP growth level is able to improve firms’ accounting
earnings level (Konchitchki, 2011). Therefore, it can be said that this study extends the
informativeness of accounting earnings and methodological improvement of prior
studies.

This study is structured as follows. Part 2 highlights literature review and
hypothesis development. Part 3 fully explains the research method of this study, ranging
from sampling and hypothesis testing. Part 4 discusses descriptive statistics, analysis,
and findings. Part 5 summarizes conclusions, suggestions, and the possibility of future

research.

LITERATURE REVIEW AND HYPOTHESIS DEVELOPMENT

Accounting Earnings

Gonedes (1973a) formulates that accounting earnings (accounting numbers) is
propositioned as having strong ability to influence the capital market or more likely
known as economy-wide. In this regards, accounting earnings has an ability to widely
influence the capital market (Brown and Ball, 1967; Gonedes, 1973b). Accounting
earnings at firm level influences capital market through similar industries and influences
the national economy of a country although the influence can be formed reversely.
These previous three studies have started to identify accounting earnings properties
related to their ability to extensively influence economy. Therefore, this study shows
that accounting earnings, capital market rate of return, industry-wide, and national
economic, complement each other.

Prior studies have examined the influence of accounting earnings. First, they
investigated the influence of accounting earnings to share prices using accounting
earnings properties individually. On this phase, the prior studies employ individual
accounting earnings properties to influence share price and it is known as firm-specific
approach (Basu, 1977; Dechow, et al., 1998; Skinner and Sloan, 2002; Lopez and Rees,
2001; Conrad et al., 2002). Most studies related to accounting earnings have been
developed to not only using accounting earnings individually, but also employing wide

economic influences, known as market-wide regime shifting behavior (Ho and Sequeira,
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2007). Nevertheless, prior studies related to this market-wide have been designed by
Brown and Ball (1967), Gonedes (1973b) and Kothari et al. (2006). The influence of
accounting earnings in this regards includes capital market movements and national
macro economy, which shows that its influences have been developing widely within
the national economic level and vice versa.

The influence of accounting earnings properties on the national macro economy
has been continuously studied by some researchers, such as Konchitchki and Patatoukas
(2014) and Patatoukas (2013). On this phase, the level of study is not on the individual
level of accounting earnings properties, but it is on the national aggregate of accounting
earnings properties. Furthermore, the accounting earnings influences monetary policy,
foreign exchange policy, fiscal policy and macro economy as a whole. The results of
these two studies show that the aggregate of accounting earnings influences national
macro economy climate. It also shows that the aggregate of accounting earnings has

informativeness not only at firm level, but also at market-wide and national-wide level.

GDP and Its Growth

To date, economics still believes that GDP and its growth are the measure of national
revenue and social welfare (Fleurbey, 2009; Fleurbey and Gaulier, 2009; Henderson, et
al., 2012). GDP measures income from all entities and households involved in economic
activities within a country. Meanwhile, these studies also argue that GDP and its growth
are comprehensive indicators that can measure national income reliably. On the other
hand, Becker et al. (2005) argue that it has a function of consumption utility which could
also be seen (from opposite) as a function of income utility. Related to its function as
consumption and income measurement, GDP might be seen as productivity
measurement which has been done by all firms and households nationally. Thus, GDP
primarily measures performance of economic activities of a country.

This study temporarily concludes that GDP is a total amount of consumption and
income of a country. Meanwhile, accounting earnings is the income of a company and if
it is the total of all firms in the capital market, then it is called the GDP. It is consistent
with the arguments proposed by Becker et al. (2005). Furthermore, following the same
argument, these studies argue that total amount of firms’ accounting earnings growth
from year-to-year reflects the GDP growth from year-to-year. However, this study
acknowledges that total numbers are partial as all firms are not listed in the capital

market.



Accounting Earnings and Future GDP Growth

McClosky (1993) argues that accounting logic relates to country’s accounting logic
especially in term of national income. He explicitly argues that firms pay employees’
wages which will be consumed. If there is an amount left from their wages, they may
save it on a saving account. Meanwhile, a country supplies money for the sake of firms
and its employees. Thus, McClosky (1993) concludes that the life of a firm is reflected
by either its expenses or income. Therefore, it is the reflection of national income of a
country.

Moreover, accounting and financial management researchers (for example Fama,
1981) have also argued that share prices or returns in the capital market reflect the
inflation level and the money supply. The congeniality of variance movement between
share return and the money supply as well as inflation is always harmonious. It is
consistent with the arguments of Fischer and Merton (1984). They state that macro
economy plays a role in improving capital market and vice versa. Study related to
capital market as well as money market has been done by Harvey (1989). Harvey (1989)
argues that economic growth is denominated by capital market development and bond
market. Similarly, Shelvin (1990) concludes that a country’s revenue from firms’ taxes
shows the marginally increasing movement from revenue and all firms’ losses within a
country. These all studies show that harmonious movements between the GDP and total
national income and capital market are included as money market. Either it is from the
GDP or capital market as well as money market point of view; these two extremes
determine the growth and improvement of each other.

On the last decade, more in depth studies have been undertaken by Kothari, et al.
(2006), Lev and Nissim (2004), and Ho and Sequiera (2007). They argue that earned
returns do not merely come from the movement of accounting earnings of a firm
individually. However, the movement of earned returns comes from national economic
movements, whilst capital market automatically levers national economic improvement.
The concept of these studies changes the paradigm, from firm-specific approach to
market-wide regime shifting behavior. It shows that the market has fully control to
increase or decrease investors’ returns. At the end, a firm earns higher profit by
employing low cost of capital. Otherwise, when a firm earns higher profit, capital
market and money market increase widely. It causes investors’ and creditors’ disposable

income which subsequently increases the national income.



Some studies concluded that macro economy is able to move a firm’s ability to
earn profit (McClosky, 1993; Fischer and Merton, 1984; Harvey, 1989). In addition,
other studies also provided evidences that firms’ activities reflected on accounting
earnings increase the national income growth as well as GDP (Kothari, et al., 2006, Lev
and Nissim, 2004), Ho and Sequiera, 2007). Thus, this preliminary study concludes that
firms’ ability to earn profit and firm’s economic activities influence capital and money

market. This dependency has become the basis for developing this study.

Hypothesis Development

This study argues that the aggregate of accounting earnings is useful to predict the future
of GDP growth. Prior studies argue that GDP growth could be predicted not only
through macro economy indicator, but also through the aggregate of accounting earnings
of all listed firms in the capital market which could be deemed as good indicator
(Konchitchki, 2011; Konchitchki and Patatoukas, 2014). This study has explored that the
GDP growth predictor does not exist yet. Therefore, it proposes that accounting numbers
aggregately can be functioned as the predictor of GDP growth.

GDP and its growth reflect all firms’ consumption as well as households’
consumption within a country. It depicts that the GDP and its growth reflect all firms’
and households’ income within a country (Bureau of Economic Analysis, 2002; 2004;
2007). Accounting earnings showing the difference between income and expenses
should reflect GDP and its growth (Bureau of Economic Analysis, 2002; 2004; 2007).
Thus, this study hypothesizes that the aggregate of accounting earnings earned from a
country’s capital market could predict the GDP and its growth. It constructs the

hypothesis statements as follows.

Ha1: The aggregate of accounting earnings positively associates with the GDP growth.
Ha»: The changes on the aggregate of accounting earnings positively associates with the

GDP growth.

RESEARCH METHOD

Sample and Unit Analysis

This study obtains accounting earnings information and other fundamental information
from OSIRIS database. Yearly data for the aggregate accounting earnings, assets,

liabilities, equities, revenues, and expenses are obtained from every capital market
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within a country, ranging from the established year of the capital market to 2013. This
study employs capital market data in Asia-Pacific and African countries as they are
categorized as underdeveloped and developing countries. In addition, predicted and
future GDP are obtained from central bank within a country. Predicted standard
deviations are also obtained from statistics data form central bank within a country, if
any. If no data were found, this study analyses yearly future predicted GDP deviation
(Romer and Romer, 2000; Landefeld et al., 2008; Konchitchki and Patatoukas, 2014).
Data related to GDP properties are also collected form World Bank and its website.

This study employs national-year unit analysis. Nation refers to the aggregate of
accounting earnings by totaling all profits of all listed companies in the capital market
within a country. Calculation process is complemented by scaling changes on the
aggregate of accounting earnings with its previous year. Year refers to yearly total
accounting earnings of capital market in every country. Therefore, the timeline of this
study uses the aggregate of accounting earnings of all listed companies in the capital

market in every country from year to year.

Variables and Measurements

This study uses three main variables, i.e. the aggregate of accounting earnings (X), GDP
growth (g), and error variance of predicted GDP (E). In regards to unit analysis,
variables are defined as the aggregate of accounting earnings (X;;), GDP growth (g;,), and
variance error of the predicted GDP (e;), while “i” represents national level, ‘¢’
represents year. Moreover, this study calculates the aggregate of accounting earnings
growth (AX;) by subtracting the current earnings to last year’s earnings (X;; -Xj,.;). This
accounting earnings growth is scaled by aggregate of total asset (A;), aggregate of total
debt (L;), aggregate of total revenue (R;) or last year (z-1) aggregate of share’s book
value (B;;) of all listed companies. This scale is formulated to eliminate size bias of the
capital market from every country.

This study associates between the aggregate of accounting earnings and the next
year’s predicted GDP growth (g;;+;). In determining the value of predicted GDP growth
(gir+1), researchers have agreed on a consensus in which the predicted growth has to be
adjusted with next year’s predicted error variance (e;;) (Abarbanell, 1991; Baghestani
and Kianian, 1993; Zarnowitz and Braun, 1993; Chung and Kryzanowski, 1999; Sims,
2002; Darrough and Russell, 2002; Ang, et al., 2005; 2007; Bradshaw, et al., 2012). The

consensus agrees that an adjusted valued e;;.gi+; is used for decreasing or increasing
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adjusted GDP growth (g;+;). Therefore, the GDP growth used to predict variable should
be (gir+1) — (€ir+1-8ir+1)- This study defines predicted growth not only by predicting one
year forward (lead), but also predicting the GDP with four years lag lead, so that (gj.+x) —

(eir+r-8ir+k), While k represents 1, 2, 3, and 4.

Hypothesis Testing

To test the hypotheses, this study constructs several regression models. Firstly, it
examines the association between the next year’s predicted GDP and the aggregate of
current accounting earnings. This test acts as initial identification that the aggregate of
accounting earnings has a nature to predict the GDP growth. The regression model is as
follows.

g =0, +B.X, +e
Therefore, g+, is changes on yearly differentiation, and this study equalizes the second
regression model with changes in earnings aggregate differentiation AX;. The second
regression model is as follows.

8 =0, +BAX, +e

Moreover, this study considers predictive consensus toward the GDP growth.
The next testing includes previous GDP predictive elements (Abarbanell, 1991;
Baghestani and Kianian, 1993; Zarnowitz and Braun, 1993; Chung and Kryzanowski,
1999; Sims, 2002; Darrough and Russell, 2002; Ang, et al., 2005; 2007; Bradshaw, et
al., 2012).Thus, the third and the fourth regression models are as follows, respectively.

Sk =0+ BAX, + §kgit+(k—l) te

ik = Corei-8irntiat) = O T BAX  + 0,81 o1y T Cippp woeeeerereremsmieisisintseieiss

All regression models are within the linear regression boundary. Therefore, this
study complements linearity testing to decrease error bias by employing normality,
heteroscedasticity, and multicollinearity (White, 1980). The objectives of these tests are
to ensure that regression models are linear and have no dominant error bias (White,
1980). The hypothesis testing is specifically emphasizing on the coefficient of f; # 0 and
Li> 0 to answer the direction and the strength of the influence of earnings aggregate to
the GDP growth. These tests use degree of freedom (a) of 10.00%, 5.00% and 1.00%,

respectively.
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Sensitivity Test

To complement the validity of the conclusions, this study takes a retest to separate
samples into several partitions. Separation of samples is exercised country-to-country; a
group of countries such as Southeast Asia, South Asia, East Asia, etc.; as well as a group
of continents such as Asia and Africa. This study argues that the GDP growth behavior
tends to be similar for countries in a particular area cluster. Furthermore, it makes cut-
off separation from year-to-year particularly in the years of global financial crisis (2009-
2010). The separation either by excluding years or cutting-off yearly period is to show
the effect of global financial crisis to accounting earnings. More specifically, the error of
predictive bias has largely increased its influence while world’s economy decreases

drastically.

ANALYSIS AND DISCUSSION

Descriptive Statistics

This study identifies 23 Asian countries around Pacific Oceans. Nevertheless, it only
involves nine Asia-Pacific countries on the sample as there is no capital market
information, earnings aggregate, or GDP growth data in eight countries. Those countries
are Bhutan, Bangladesh, Cambodia, Brunei Darussalam, North Korea, Macau, Papua
Nuginea, Vietnam, and Timor Leste. This study also separated developed countries from
the sample, such as Singapore, Taiwan, Japan, China, and South Korea. On the other
hand, there are 45 African countries. However, there are only 29 countries that have
adequate information from OSIRIS database. Out of 29 countries, 13 countries (Benin,
Burkina Faso, Gabon, Gambia, Liberia, Mauritus, Niger, Rwanda, Senegal, Sudan,
Togo, Uganda, and Zimbabwe) experience mortality as the issuers are only one to three
firms. Thus, this study employs 28 Asia-Pacific and African countries from the year of
2009-2013.

Descriptive statistics analysis shows earnings aggregate, along with descriptive
data and GDP growth. Each country’s descriptive statistics is depicted on Table 1 Panel
A. Interpretation of descriptive statistics is as follows. For example, all issuers listed in
the Indonesian capital market are 478 issuers in 2013. Earnings and loss aggregate total
for each firm is US$19,226,352.25 million. The largest loss belongs to an issuer
amounting to US$1,042,237.97 million while the largest loss experienced amounting to
US$1,826,475.16 million. Interpretation toward GDP growth and the aggregate of

accounting earnings growth numbers are in percentage. Aggregate earnings total for all
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issuers in Indonesian capital market is -20.71%, although in average, it increases
US$40,222.49 million in 2013. Predicted GDP numbers are demoniated in US$ billions
so that Indonesian GDP increases US$870,275.000 billion.

As a comparison, this study also presents developed countries data in Table 1b
Panel B. It shows that GDP growth and accounting earnings growth incline to be higher
in developing countries, whilst it is relatively low in developed countries with highly
certain future growth. Earnings aggregate growth in developed countries increase
smoothly from year to year. On the other hand, it piercingly fluctuated in developing
countries, for example in Indonesia and Malaysia whose earnings aggregate increased in
2010, 2011, and 2012, but deceased sharply in 2013.

The comparison of earnings aggregate growth and GDP growth is different. In
developed countries, the aggregate of accounting earnings and GDP growth are growing
harmoniously. Otherwise, it happens reversely in developing countries. For example in
Malaysia, the earnings aggregate growth decreased by -6.45%, however, GDP grew by
4.75% in 2013. Similarly, in Indonesia, the earnings aggregate decreased by 4.18% but
GDP grew by 6.27% in 2012. The same is also true in the other developing countries
facing inconsistent relationship between the aggregate of accounting earnings growth

and the GDP growth.
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Table 1a Descriptive Statistics per Nation

Panel A: Developing Countries

| 2013 | 2012 | 2011 2010 | 2009 2008 2013 2012 2011 2010 2009 2008
India Indonesia
Earnings Agregat 73.137.874.43 7821138480  93,383.688.60  78,318,473.49  52,092749.31 7524626536 | 19,226,352.25  24.249,105.36  25,306,046.48  21,152,779.63  14.211,989.09  7.253955.01
Min (1297,650.44)  (789.563.76)  (626.412.12)  (678.679.94)  (483.855.12)  (197.446.92)| (1,042237.97)  (725368.00) (1.019.485.00)  (777,571.54)  (290.075.64)  (1,225,546.10)
Max 445301626 5557,241.99 511197621  5,4283855.49 5,057,177.75 2,323,81476  1,889,33335 1,699,595.36  1,146,381.77
Mean 15,472.37 16,545.67 19,755.38 16,568.33 15,918.40 52,941.52 44,252.68 29,732.19 15,175.64
Median 3251 48.52 109.12 57.65 47.14 4,986.18 3,426.33 1,049.09 96.48
N 4727 4727 4727 4727 4727 478 478 478 478
Agregate Earnings Growth -6.49% -16.25% 19.24% 50.34% -30.77% -20.71% -4.18% 19.63% 48.84% 95.92%
Predicted GDP 1,876,811.00  1,858,748.00  1,880,10200  1,708,541.00  1,365,343.00  1,223,206.00 870,275.00 877,801.00 845,573.00 709,342.00 538,613.00 510,494.00
Predicted GDP Growth 0.97% -1.14% 10.04% 25.14% 11.62% -0.86% 381% 1921% 31.70% 551%
Real Growth 5.02% 4.74% 6.67% 1021% 830% 5.79% 6.27% 6.49% 6.22% 4.63%
Laos Malaysia
Earnings Agregat 14924204 103,929.57 89,157.50 16,096.98 1241053 13550.63 | 31.257.368.70  33411,99281  27,421,792.68  25,537,115.55  17,238,686.15  19,997,915.85
Min 1,561.74 2,137.14 - - - - (356,190.48)  (155305.48)  (793,618.19) (83.99542)  (295.678.36)  (274,142.60)
Max 121,047.72 75,426.95 70,241.95 13,551.68 12,410.53 13,550.63 | 2,063,477.16 1,619,515.26  1,218,234.86 94570878 1,452,235.35
Mean 49,747.35 34,643.19 29,719.17 4,136.84 4,516.88 34,086.55 29,903 81 27,848.54 18,799.00 21,807.98
Median 26,632.59 26,365.49 18915.55 - - 3,190.18 2,972.01 2,947.76 2,017.56 1,939.38
N 3 3 3 3 3 917 917 917 917 917
Agregate Earnings Growth 43.60% 16.57% 453.88% 29.70% 841% -6.45% 21.84% 7.38% 48.14% -13.80%
Predicted GDP 10,788.00 9,400.00 8,062.00 6,842.00 5,582.00 5,292.00 313,158.00 304,957.00 289,336.00 247,539.00 202,284.00 231,072.00
Predicted GDP Growth 1477% 16.60% 17.83% 22.57% 5.48% 2.69% 5.40% 16.89% 2237% -12.46%
Real Growth 8.15% 8.20% 8.04% 8.53% 7.50% 4.75% 5.64% 5.19% 743% -151%
Mongolia Nepal
Earnings Agregat 3178144 36,509.36 79.562.97 63,580.19 30.213.64 16,057.22 275,894.13 273,789.86 326.180.72 289,393.82 268,023.35 187,960.24
Min (5,546.19) (1,683.18) (3,52374) - - (8,738.82) (940.03) - (1,939.65) (110.21) (501.05) (396.50)
Max 37,540.95 16,848.76 57,33293 60,905.31 29,630.97 12,729.21 118,825.87 130,984.99 170,109.46 139,554.96 132,130.66 106,044.67
Mean 118.15 135.72 295.77 236.36 11232 59.69 6,416.14 6,367.21 7,585.60 6,730.09 6,233.10 437117
Median - - - - - - 2,072.62 142181 1,866.32 1,936.05 1,100.87 97.45
N 269 269 269 269 269 269 43 43 43 43 43 43
Agregate Earnings Growth -12.95% -54.11% 25.14% 110.44% 88.16% 0.77% -16.06% 1271% 7.97% 42.60%
Predicted GDP 11,516.00 10,322.00 8,761.00 6.197.00 4,584.00 5.607.00 19.243.00 18,852.00 19.011.00 16,002.00 12,855.00 12,545.00
Predicted GDP Growth 1157% 17.82% 41.37% 35.19% -18.25% 2.07% -0.84% 18.80% 24.48% 247%
Real Growth 11.74% 12.40% 1751% 6.37% -1.27% 3.85% 4.78% 3.42% 4.82% 4.53%
Srilanka Thailand
Earnings Agregat 151646342 1.680327.97  1,612,598.66 836,543.87 41388817 67472914 | 2561821119 2575222224 20,512,524.15  19,773,43555  13.491,088.13  9.702,625.09
Min (5,699.30) (7,581.00) (7,078.00) 9.287.81)  (106,730.16) (25449.36)|  (365,700.42)  (517,109.93)  (320,660.35)  (405453.30)  (326,894.35)  (610,767.60)
Max 107,136.98 104,433.47 90,354.33 57,935.46 43,116.13 65,140.53 | 3,508,459.88  4,100,861.63 395144353 3,31431948  2,061,541.64  1906,580.09
Mean 5,722.50 6,340.86 6,085.28 3,156.77 1,561.84 2,546.15 . 43,281.05 34,474.83 33,232.66 22,674.10 16,306.93
Median 1,195.87 893.24 1,066.10 559.58 24.20 136.92 3,966.16 3,966.07 2,586.90 2,958.58 1,862.02 1,616.70
N 265 265 265 265 265 265 595 595 595 595 595 595
Agregate Earnings Growth 9.75% 4.20% 92.77% 102.12% -38.66% -0.52% 25.54% 3.74% 46.57% 39.05%
Predicted GDP 66,722.00 59,378.00 59,157.00 49,552.00 42,040.00 40,720.00 387,253.00 365.966.00 345.672.00 318,908.00 263.711.00 272.578.00
Predicted GDP Growth 1237% 0.37% 19.38% 17.87% 324% 5.82% 587% 8.39% 20.93% 3.25%
Real Growth 7.25% 6.34% 825% 8.02% 354% 2.89% 6.49% 0.08% 781% -2.33%
Philippina Algerie
Earnings Agregat 15,075,646.05  15.209.820.10  11,519.399.83  12,849,14435 831838396  5013,674.15 43,949.19 (74885.56)  (121,056.44) 22,689.75 364.624.99 23,728.96
Min (262,261.95) (38,066.93) (13,112.37) (3.341.28) (5.387.74) (14,532.95) - (112531.61)  (140,966.89) - - -
Max 1,142,162.41 69,623.37 15,229.51 25,377.30 22,174.69 15,630.26 34,012.35 25777.84 27,567.83 14,793.89 222.410.78 18,664.69
Mean 5145272 (447.25) (421.16) 778.40 387.21 (986.91) 6.278.46 (10,697.94) (17,293.78) 3,241.39 52,089.28 3,389.85
Median 1,671.07 (73.73) (75.53) (59.97) (1297) (139.42) 2442.19 271841 - 1,504.48 10913.75 -
N 293 293 293 293 293 293 7 7 7 7 7 7
Agregate Earnings Growth -0.88% 32.04% -1035% 54.47% 65.91% -158.69% -38.14% -633.53% -93.78% 1436.62%
Predicted GDP 272,067.00 250,240.00 224,143.00 199,591.00 168,485.00 173,603.00 212,453.00 207,802.00 199,394.00 161,207.00 137,054.00 171,001.00
Predicted GDP Growth 8.72% 11.64% 1230% 18.46% 2.95% 2.24% 4.22% 23.69% 17.62% -19.85%
Real Growth 7.18% 6.80% 3.66% 7.63% 1.15% 270% 2.50% 2.40% 3.60% 240%
Botswana Cape Verde
Earnings Agregat 469,633.42 471,964.89 471,353.12 428,714.23 319,713.79 329,162.77 8,682.96 39,969.65 20,615.78 24,077.55 18,807.90 22,518.60
Min (185.17) - (1,207.10) (858.15) (240.70) - (2,475.09) (2,355.72) (2,350.83) (150.80) - -
Max 81,990.85 79,028.36 87,821.60 88,930.29 68,184.91 57,001.51 4,217.93 27,235.56 9,233.02 8,498.03 7,783.71 11,346.14
Mean 17,393.83 17,480.18 17,457.52 15,878.30 11,841.25 12,191.21 964.77 4,441.07 2,290.64 2,675.28 2,089.77 2,502.07
Median 9,517.84 11,883.08 7.864.21 6,387.67 3,745.85 4,358.69 1,069.05 1,420.27 183.79 954.98 - -
N 27 27 27 27 27 27 9 9 9 9 9 9
Agregate Earnings Growth -0.49% 0.13% 9.95% 34.09% 2.87% -78.28% 93.88% -14.38% 28.02% -16.48%
Predicted GDP 14,804.00 14,552.00 15,334.00 13,755.00 10,156.00 11,197.00 1,861.00 1,756.00 1,867.00 1,667.00 1,716.00 1,798.00
Predicted GDP Growth 1.73% -5.10% 11.48% 35.44% -9.30% 5.98% -5.95% 12.00% -2.86% -4.56%
Real Growth 5.76% 431% 6.18% 8.59% -1.84% 0.50% 1.20% 3.97% 1.47% -1.27%
Cote d'Ivoire Egypt
Eamings Agregat 220,013.76 297,614.60 314,721.77 246,375.91 235,203.74 241,674.05 3,657,226.25 3,609,604.13 5,476,341.85 6,673,191.75 6,798,358.63  11,088,900.57
Min (12,835.30) (11,415.20) (12,405.47) (2,177.56) (4,337.16) (5,206.49) (414,374.20) (984,062.07) (128,560.55) (233,885.03) (36,527.01) (19,712.23)|
Max 37,208.18 48,594.72 90,003.27 66,241.93 44,488.03 42,376.93 433,011.67 582,025.81 699,945.14 629,915.41 558,272.44 975,036.82
Mean 687543 9,300.46 9,835.06 7,699.25 7,350.12 7,552.31 4,160.67 4,106.49 6,230.20 7,591.80 7,734.20 12,615.36
Median 332238 3,652.75 85733 2,374.20 4,257.03 2,104.22 - - - - - -
N 32 32 32 32 32 32 879 879 879 879 879 879
Agregate Earnings Growth -26.07% -5.44% 27.74% 4.75% 2.68% 1.32% -34.09% -17.94% -1.84% -38.69%
Predicted GDP 32,061.00 27,669.00 24,063.00 24,836.00 25,513.00 22,529.00 271,427.00 262,256.00 235,598.00 218,763.00 188,608.00 162,435.00
Predicted GDP Growth 15.87% 14.99% 11% -2.65% 13.25% 3.50% 11.32% 7.70% 15.99% 16.11%
Real Growth 8.70% 9.50% -4.72% 2.36% 3.65% 2.10% 2.20% 1.78% 5.14% 4.69%
Ghana Kenya
Eamings Agregat 373,366.45 322,547.34 219,100.84 200,986.19 138,323.63 181,457.78 1,468,992.79 1,353,069.42 1,349,305.37 1,275,541.19 896,926.85 1,094,053.09
Min (11,772.00) (10,245.00) (6,819.00) (4,986.43) (12,283.31) (2,436.37) (91,746.01) (73,075.77) (2,693.00) (4,457.72) (50,764.26) (2,702.35)
Max 104,181.82 76,063.83 50,112.87 48,982.36 40,532.92 30,969.44 204,811.96 153,365.18 160,402.02 197,692.15 131,924.38 220,425.95
Mean 11,667.70 10,079.60 6,846.90 6,280.82 4,322.61 5,670.56 24,081.85 22,18147 22,119.76 2091051 14,703.72 17,935.30
Median 180.56 505.15 1,126.70 1,446.99 941.77 1,664.21 5,448.47 6,070.41 6,867.60 6,024.46 3473.81 4,578.35
N 32 32 32 32 32 32 61 61 61 61 61 61
Agregate Earnings Growth 15.76% 47.21% 9.01% 45.30% -23.77% 8.57% 0.28% 5.78% 4221% -18.02%
Predicted GDP 47,830.00 41,741.00 39,565.00 32,174.00 25,978.00 28,528.00 54,993.00 50,366.00 42,987.00 40,221.00 36,887.00 36,525.00
Predicted GDP Growth 14.59% 5.50% 22.97% 23.85% -8.94% 9.19% 17.17% 6.88% 9.04% 0.99%
Real Growth 7.13% 8.79% 15.01% 8.01% 3.99% 5.74% 4.45% 6.12% 8.41% 331%
Malawi Mauritius
Eamnings Agregat 194,616.87 145,040.58 201,896.80 214,405.48 170,227.40 260,739.61 1,267,766.70 986,375.68 2,088,392.43 2,020,073.99 1,060,445.36 2,272,539.37
Min - - - - (1,659.31) - (27,589.00) (39,306.71) (17,876.00) (8,134.57) (113,720.81) (4,860.81)
Max 51,663.27 48,422.35 53,623.94 61,816.56 45,182.99 137,169.27 316,040.00 415,380.00 1,284,068.00 1,447,147.00 612,633.00 1,418,645.00
Mean 14,970.53 11,156.97 15,530.52 16,492.73 13,094.42 20,056.89 10,653.50 8,288.87 17,549.52 1697541 8911.31 19,096.97
Median 5974.11 2,567.37 12,305.23 12,125.91 8,320.74 9,899.00 1,127.66 735.75 1,033.31 583.64 670.90 -
N 13 13 13 13 13 13 119 119 119 119 119 119
Agregate Earnings Growth 34.18% -28.16% -5.83% 25.95% 34.71% 28.53% -52.77% 338% 90.49% -53.34%
Predicted GDP 3,823.00 4,176.00 5,617.00 5,397.00 5,034.00 4,277.00 11,937.00 11,442.00 11,252.00 9,706.00 8,835.00 9,641.00
Predicted GDP Growth -8.45% -25.65% 4.08% 721% 17.70% 4.33% 1.69% 15.93% 9.86% -8.36%
Real Growth 4.97% 1.89% 4.35% -9.53% 9.04% 3.24% 3.43% 3.61% 4.11% 3.01%
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Table 1a Descriptive Statistics per Nation (Continue)

Panel A: Developing Countries

| 2013 | 2012 | 2011 | 2010 2009 | 2008 2013 | 2012 | 2011 | 2010 | 2009 | 2008
Marocco Mozambique
Earnings Agregat 3,258,398.93 3.484,932.91 3,715.944.54 3.845.875.53  4,267.744.83 3,354,525.44 54,778.76 28.681.00 63,098.49 22277.04 17,045.20 45,675.16
Min (40,119.75) (21,862.33) (13,795.18) (9.931.79) (18,561.98) (167,513.03) (3,159.24) - - - (4,003.97) -
Max 780,187.98 864,054.07 984,703.60 1,189,541.66  1,239,551.69 1,236,077.16 57,938.00 28,681.00 39,941.49 9,269.00 17,712.00 22,716.96
Mean 40,729.99 43,561.66 46,449.31 48,073.44 53,346.81 41,931.57 10,955.75 5,736.20 12,619.70 4,455.41 3,409.04 9,135.03
Median 2,897.64 3,758.82 4,571.31 6,074.85 524720 5,357.36 - - - 3,891.44 - 1,459.84
N 80 80 80 80 80 80 5 5 5 5 5 5
Agregate Earnings Growth -6.50% -6.22% -3.38% -9.89% 27.22% 90.99% -54.55% 183.24% 30.69% -62.68%
Predicted GDP 103,824.00 95,903.00 99,211.00 90,771.00 90,907.00 88,879.00 15,311.00 14,294.00 12,548.00 9,551.00 9,967.00 9,943.00
Predicted GDP Growth 8.26% -3.33% 9.30% -0.15% 2.28% 7.11% 13.91% 31.38% -4.17% 0.24%
Real Growth 4.38% 2.67% 4.99% 3.64% 4.76% 7.15% 7.24% 7.32% 7.09% 6.33%
Namibia Nigeria
Earnings Agregat 165,389.43 263,219.91 260.262.18 168,097.23 132.486.60 126,287.24 6,015,372.55 5,229.452.61 1,876,147.86 3.480,148.44 (6,313,046.93) 2,186.467.55
Min - - - - - - (145,502.58) (44.050.01) (521,593.25) (50,843.19)  (2,675.406.71)  (1,770,297.87)
Max 60,223.11 94,114.20 79.074.57 60,065.45 47.729.34 52,348.05 1,296,379.42 979.073.15 767.156.21 707,579.96 410.428.01 441.644.18
Mean 16,538.94 26,321.99 26,026.22 16,809.72 13,248.66 12,628.72 26,040.57 22,638.32 8,121.85 15,065.58 (27.329.21) 9.465.23
Median 2,881.67 15,829.23 22458.94 9,212.52 4,173.69 2,905.85 - 75.09 - - - -
N 10 10 10 10 10 10 231 231 231 231 231 231
Agregate Earnings Growth 37.17% 1.14% 54.83% 26.88% 4.91% 15.03% 178.73% -46.09% -155.13% -388.73%
Predicted GDP 12,251.00 13,072.00 13,794.00 11,052.00 8,859.00 8,830.00 521,812.00 467,119.00 418,834.00 373,839.00 268,954.00 321,891.00
Predicted GDP Growth -6.28% -5.23% 24.81% 24.75% 0.33% 11.71% 11.53% 12.04% 39.00% -16.45%
Real Growth 441% 6.69% 6.01% 6.60% -1.46% 5.39% 4.28% 4.89% 7.80% 6.90%
Sudan Swaziland
Earnings Agregat 80.770.87 143,176.96 232,010.56 205.793.06 166,301.21 287,018.61 52,241.75 46.700.58 19,702.66 41,241.51 27.769.60 22,151.54
Min (4,678.00) (36,327.00) - - - (3.571.43) - - - - - -
Max 32,497.61 42,675.63 46.733.59 37.912.97 38.388.00 170,123.00 44,987.12 36.254.94 11,597.44 32,284.93 21.116.48 17,326.17
Mean 5,769.35 10,226.93 16,572.18 14,699.50 11.878.66 20,501.33 8,706.96 7.783.43 3,283.78 6,873.58 4.628.27 3,691.92
Median - 2,324.48 8,629.46 7.856.57 6,250.56 7,280.22 - - - - - -
N 14 14 14 14 14 14 6 6 6 6 6 6
Agregate Earnings Growth -43.59% -38.29% 1274% 23.75% -42.06% 11.87% 137.03% -52.23% 48.51% 25.36%
Predicted GDP 66,748.00 63,163.00 67,327.00 65,634.00 53,149.00 54,528.00 3,795.00 4,050.00 4,153.00 3,891.00 3,175.00 3,023.00
Predicted GDP Growth 5.68% -6.18% 2.58% 23.49% -2.53% -6.30% -2.48% 6.73% 22.55% 5.03%
Real Growth 3.00% -4.20% -3.80% 3.40% 321% 2.83% 1.90% -0.68% 1.92% 1.25%
Tanzania Tunisia
Eamings Agregat 331,042.00 343,132.99 200,513.82 164,002.17 158,188.58 145,565.85 541,082.32 515,996.52 429,029.89 644,818.79 700,655.04 620,168.42
Min (18,955.09) (0.80) - - - - (80,646.14) (86,347.87) (92,347.76) (17,744.09) (8,621.42) (14,177.42)|
Max 111,365.05 105,658.93 81,735.89 69,499.55 61,503.39 59,988.52 80,342.50 73,132.98 52,464.48 60,987.48 75,229.64 69,852.66
Mean 25464.77 26,394.85 15.424.14 12,615.55 12,168.35 11,197.37 6,936.95 6,615.34 5,500.38 8,266.91 8.982.76 7.950.88
Median 4,748.61 4,271.75 57933 - - - 221655 2.951.76 2,312.08 2.214.19 1,536.10 1,158.87
N 13 13 13 13 13 13 8 8 78 78 8 78
Agregate Earnings Growth -3.52% 71.13% 22.26% 3.68% 8.67% 4.86% 2027% -33.47% -1.97% 12.98%
Predicted GDP 33,285.00 28,452.00 23.890.00 22,901.00 21,368.00 20,591.00 46,995.00 45,239.00 25,951.00 44,054.00 43.614.00 44.855.00
Predicted GDP Growth 16.99% 19.10% 4.32% 7.17% 3.77% 3.88% 74.32% -41.09% 1.01% -2.77%
Real Growth 6.96% 6.93% 6.45% 7.04% 6.02% 2.81% 4.09% -0.23% 3.61% 3.61%
Uganda Zambia
Eamings Agregat 103,633.66 100,823.25 96,981.00 52,981.00 81,726.37 59,633.97 399,224.13 522,729.94 498,685.87 235,702.63 96,509.96 348,163.52
Min (1,302.60) 1,041.87 242.80 (1,671.78) (371.45) - (504.30) - - (1,030.00) (94,805.78) -
Max 40,290.07 48,673.41 48,856.76 31,227.31 50,064.30 40,299.05 85,307.92 234,734.24 302,984.18 91,258.18 57,942.58 154,708.73
Mean 12954.21 12,602.91 12,122.63 6,622.63 745425 19,010.67 24,891.90 23,746.95 11,223.93 4,595.71 16,579.22
Median 8,246.33 7,756.67 9,050.54 1,951.98 2,289.67 11,905.57 9.917.60 6,889.53 3,624.11 2,170.86 6,091.13
N 8 8 8 8 8 21 21 21 21 21 21
Agregate Earnings Growth 2.79% 3.96% 83.05% -35.17% -23.63% 4.82% 111.57% 144.23% -72.28%
Predicted GDP 22,926.00 21,242.00 18.212.00 17,181.00 16,377.00 26,831.00 24.940.00 23,732.00 20,265.00 15,328.00 17,911.00
Predicted GDP Growth 7.93% 16.64% 6.00% 3.84% 7.58% 5.09% 17.11% 3221% -14.42%
Real Growth 4.72% 3.55% 6.45% 6.20% 4.13% 6.71% 6.73% 6.34% 10.30% 9.22%

Note: Earnings Aggregate, along with minimum, maximum, mean,

Predicted GDP is stated in US$ billion; N depicts the number of issuers listed in capital market

and median is stated in US$ million;
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Table 1b Descriptive Statistics per Nation

Panel B: Developed Countries

| 2013 | 2012 | 2011 2010 2009 2008 2013 2012 2011 2010 2009 2008
Australia China
Eamnings Agregat 62,487,563.16  68,588,803.00  90,572,500.07  76,773,844.97 37,92534842  63,011,569.73 | 415,758,791.21 = 356,920,347.45 348,312,571.34 290,228,532.39 195,780,411.11  151,848,482.56
Min (5,357.482.17)  (3,020,000.00)  (1,118,574.22)  (1,392,498.10) (1,462,058.97)  (1.771,002.16)| (857,588.30)  (1,309,106.11)  (1.410,158.06) (399,158.25) (975,965.21)  (2.234,005.15)|
Max 12,820,000.00  15,532,000.00  23,946,000.00  15.281,000.00  6,338,000.00  15.962.000.00 | 43,092,060.66  37,950,107.06  33.081,781.63  25,067,945.59 18,950,234.83 18,530,857.20
Mean 34,164.88 37,500.71 49,520.23 41,975.86 20,735.57 3445138 118,517.33 101,744.68 99,290.93 82,733.33 55,809.70 43,286.34
Median (895.39) (924.32) (632.53) (346.03) (527.41) (180.01), 7,717.70 7.437.36 8.803.50 7,550.13 5,117.38 3,241.37
N 10,850 10,850 10,850 10,850 10,850 10,850 3,508 3,508 3,508 3,508 3,508
Agregate Earnings Growth -8.90% -24.27% 17.97% 102.43% -39.81% 16.49% 2.47% 20.01% 48.24%
Predicted GDP 1,505,924.00 1,555,628.00 1,498,366.00 1,249,364.00 997,636.00 1,054,596.00 9.469,124.00 8,386,677.00 7.314,482.00 5,949,648.00 5,105,769.00 4,547,716.00
Predicted GDP Growth -3.20% 3.82% 19.93% 25.23% -5.40% 1291% 14.66% 22.94% 16.53% 12.27%
Real Growth 2.33% 3.60% 2.59% 2.25% 1.54% 7.61% 7.65% 9.30% 10.41% 9.21%
Jepang Korea Selatan
Earnings Agregat 218,164,400.43  205,359.622.76 =~ 226,301,361.13  142,706,944.49  (1,601,812.34) 264.949,103.38 | 74.639,583.38  84,379,370.26  83,569.380.52  94,346,574.32 5328328228  32,896,940.63
Min (8,011,152.73)  (9.453,450.98) (14,97147847) (3.184,986.70) (8,025.861.02)  (1.472,397.66)| (1,809.439.98)  (2.874,994.36)  (2.859,000.62) (670,793.32)  (2,032,210.06)  (3.747,227.52)|
Max 10.219,469.33  13,044,430.89 8423,012.18 7217,909.08  7493,16991  17,161,629.09 [ 28,875,083.59  22,272,823.35  11,945,687.29  14,228,520.16 8,784,818.62 4,676,628.96
Mean 60,990.89 5741113 63,265.69 39,895.71 (447.81) 74,070.20 41,260.13 46,644.21 46,196.45 52,153.99 29,454.55 18,185.15
Median 6,768.10 6,457.38 5,641.77 3,345.84 925.59 4,255.74 2,740.93 3,163.20 2,755.28 3,136.40 -
N 3571 3577 3,577 3,577 3,577 3577 1,809 1,809 1,809 1,809 1,809
Agregate Earnings Growth 6.24% -9.25% 58.58% -9009.09% -100.60% -11.54% 0.97% -11.42% 77.07%
Predicted GDP 4,898,530.00 5,937.857.00 5,905,631.00 5.495,387.00  5,035,141.00 4.849,185.00 1,304.468.00 1,222,807.00 1,202.464.00 1,094.499.00 901,935.00 1,002.219.00
Predicted GDP Growth -17.50% 0.55% 7.47% 9.14% 3.83% 6.68% 1.69% 9.86% 21.35% -10.01%
Real Growth 1.51% 1.45% -041% 4.68% -5.52% 2.97% 2.29% 3.68% 6.50% 0.71%
New Zaeland i a
Earnings Agregat 3,355,566.78 3,328,639.42 2,244.997.09 1,955,872.48 1,061,586.19 2.850,527.61 38,947,124.50  37,150,095.40  36,391,745.85  34,758,179.63 15,627,850.80  22,134,382.69
Min (238,598.82) (113,554.52) (116,766.87) (40,579.68) (94,957.39) (41,173.02) (178,842.17) (406,733.00) (473,932.00) (86,356.64)  (6,086,147.00) (639,370.00)
Max 262,337.65 927,509.04 251,408.56 264,687.76 260,919.48 543233.94 4,319,890.98 3,484,184.63 3,031,861.78 2,785,357.83 2,270,106.66 2,870,280.47
Mean 24,315.70 24.120.58 16,268.09 14,172.99 7,692.65 20.656.00 63,639.09 60,702.77 59.463.64 56,794.41 25,535.70 36.167.29
Median 4,158.72 3.496.00 429.78 83.15 - 586.75 3,509.93 4,014.71 4221.57 4,501.55 2,373.78 242479
N 138 138 138 138 138 138 612 612 612 612 612
Agregate Earnings Growth 0.81% 48.27% 14.78% 84.24% -62.76% 4.84% 2.08% 4.70% 122.41%
Predicted GDP 181,754.00 170,369.00 162,669.00 142,292.00 119.465.00 132,737.00 297.941.00 286,908.00 274.,065.00 236.420.00 192,406.00 192,231.00
Predicted GDP Growth 6.68% 4.73% 14.32% 19.11% -10.00% 3.85% 4.69% 15.92% 22.88% 0.09%
Real Growth 2.50% 2.64% 1.17% 1.86% 0.63% 3.85% 2.50% 6.06% 15.24% -0.60%
Taiwan
Eamnings Agregat 52,582,313.81  36,363,262.50  31,153,449.50  56,261,907.49 = 29,851,884.09  16,139,079.95
Min (683,04821)  (1,886,551.40)  (2,128,481.61) (519.982.16) (1,188,324.81)  (1,103,102.99)
Max 6,263,031.43 5,731,160.96 4.441,065.75 5.576,890.20  2,796,518.71 3,018,988.14
Mean 30,912.59 21,377.58 18,314.79 33,075.78 17,549.61 9.488.00
Median 3,116.99 2,585.70 2,366.28 3,648.24 1.483.03 55242
N 1,701 1,701 1,701 1,701 1,701 1,701
Agregate Earnings Growth 44.60% 16.72% -44.63% 88.47% 84.97%
Predicted GDP 489,089.00 475,327.00 465,205.00 428,221.00 377,568.00 400,206.00
Predicted GDP Growth 2.90% 2.18% 8.64% 13.42% 0.00%
Real Growth 2.09% 1.48% 4.19% 10.76% -1.81%

Note: Earnings Aggregate, along with minimum, maximum, mean, and median is stated in US$ million;
Predicted GDP is stated in US$ billion; N depicts the number of issuers listed in capital market.

From each nation’s data, this study summarizes descriptive statistics for the
sample. Descriptive statistics total is presented as weighted average. Table 2 shows
descriptive statistics of this study. This study separates the sample into 2 groups, i.e.
developing countries and developed countries.

Inferences which could be gained from Table 2 as comparison between
developing countries and developed countries are as follows. The earnings aggregate
growth of the developing countries is higher than that of the developed countries. It
grows ranging from 4.00-5.00% in developing countries, whilst it is only 3.00-4.00% in
developed countries. Critical point that has to be noted is GDP growth in the developing
countries that grows at least 0.00%. Contrary to the developed countries, it could grow
below zero point, with -9.33% at the maximum in developing countries. However,

under-zero growth was only experienced by African countries which faced political
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crisis and national leaderships chaos such as Malawi in 2010, Sudan in 2012, Cote

d’Ivore in few years, and India in 2012.

Table 2 Descriptive Statistics

Developing Countries [n: 84]

Variables I Notations Min. | Max. | Mean | Std. Dev. |
Agregate Earnings Xt -121,056.00 93,383,689.00 6,824,128.00 16,810,586.00
A Agregate Earnings Xit = Xire(ke ) -14,132,303.80 15,065215.11 47,227.69 2,733,357.65
A Agregate Earnings (%) (X3t = Xia(ka 1) VX irr(kr1) -633.53% 453.88% 5.64% 98.95%
GDP Growth gt -4.72% 17.51% 5.22% 3.46%
GDP Growth (t+1) 8 irs (ke 1) -9.53% 17.51% 5.15% 3.88%
GDP Growth (t+2) S ire(ke2) -9.53% 17.51% 5.64% 4.02%
Developed Countries (n: 21)
Agregate Earnings Xt 1,955,872.00 356,920,348.00 109,888,952.00 110,523,103.50
A Agregate Earnings Xit = Xire(ke ) -25,108,457.99 83,594416.64 8,043,023.21 27,379,560.61
A Agregate Earnings (%) (X3t = Xiga(ka 1) VX ira (ke 1) -9009.09% 122.41% -399.49% 1973.21%
GDP Growth gt 0.00% 9.00% 3.48% 2.44%
GDP Growth (t+1) 8 irs(kt1) 0.00% 15.00% 4.76% 3.88%
GDP Growth (t+2) it (k+2) -6.00% 15.00% 3.90% 4.91%

Note: Earnings Aggregate, along with minimum, maximum, mean, and median is stated in US$ million;
Predicted GDP is stated in USS$ billion; N depicts the number of issuers listed in capital market. X;is the
aggregate of accounting earnings; AX;, = X;, - X;,.;is the aggregate of accounting earnings growth; g;.,is
next year’s GDP growth; (k + n), n = 1 and 2 show lead and lag year n.

This study assures reliability of descriptive statistics data. A developed country
which experienced aggregate earnings growth by -9,009.09% is Japan, when it was hit
by Tsunami in 2010. Meanwhile, some developing countries also experienced aggregate
earnings growth by -633.53% in 2011 when civil war occured due to leadership crisis. It
depicts that leadership power seizure is usually marked by negative growth.
Nevertheless, Egypt experienced stable positive GDP growth while they had three times

changes in leaderships.

Analysis

Analysis shows that the aggregate of accounting earnings does not associate with GDP
growth. Table 3 presents that the aggregate of accounting earnings (X;) does not
influence with the beta value of 0.000 and t-value of -0.1522 in Model 1. Thus,
hypothesis H1 is not supported. It depicts that the aggregate of accounting earnings
cannot explain or predict next year’s GDP. The same test undertaken for changes in the
aggregate of accounting earnings (A4X;;) produces beta value of 0.0061 and t-value of
1.5697 in Model 2. It shows that hypothesis H2 is not supported, meaning that changes
in the aggregate of accounting earnings do not associate statistically. This study

proposes methodology refinement concept by changing the aggregate of accounting
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earnings into changes in earnings aggregate. It also shows that methdological refinement
is not supported.

Model 3 includes GDP growth predictor numbers for the previous year (gis+(k+1)-
Regression test shows that those numbers are significantly associated with beta value of
0.4309 and t-value of 4.9972. Those numbers are standard for GDP growth predictor
numbers for the next years as stated on economic literature. On the other hand, this
study undertakes a retest with Model 4 by changing the dependent varable from GDP
growth (gir+k+1) to GDP growth weighted by error bias ((gir+k+1)-(€ir+k)). It shows that
previous year’s GDP growth predictor is associated with next year’s GDP growth,
evidenced by t-value of 4.6682. Nonetheless, changes in the aggregate of accounting
earnings cannot predict next year’s GDP growth, with t-value of 1.0416. Therefore,

hypotheses H2 is not supported.

Table 3 Main Regression Tests Results

Var(s). Model 1 Model 2 Model 3 Model 4
Pred.] p | t [ Sig B[ ¢ Sig. B | ¢ Sig. B | ¢t Sig.
o 0.0524  12.7755 *x 0.0518  13.8333 0.0298  5.4070 0.0292  5.5844
Xi + 0.0000 -0.1522
AX + 0.0061  1.5697 0.0037  1.0805 0.0033  1.0416
A KikD 0.4309  4.9972 0.3828  4.6682 *x
F Value 0.0232 2.5494 14.1333 s 12.3895
R’ 0.0017 0.0302 0.2587 0.2343
Adj-R’ 0.0012 0.0182 0.2404 0.2153
n 84 84 84 84
Var(s). Model 1 Model 2 Model 3 Model 4
pred. | p | t ] sig. p | t [sig. B | ¢ [sig. p | t [sig.
o 0.0723  9.0761 *+x 0.0638  9.3247 0.0257  1.7663 * 0.0271  1.9898 *
X 0.0000 -1.5840
AX 0.0038  0.5096 0.0037  0.5657 0.0033  0.5389
As | LD 0.5472  2.8760 *** 0.4646  2.6115 **
F Value 2.5091 0.2597 4.3033 #* 3.5616 *
R’ 0.0912 0.0103 0.2639 0.2289
Adj-R’ 0.0549 0.0293 0.2026 0.1646
n 27 27 27 27
Var(s). Model 1 Model 2 Model 3 Model 4
Pred.| B | t Sig. B[ ¢ Sig. p | ¢ Sig. B | ¢t Sig.
o 0.0470  8.8659 *++ 0.0464  10.4759 *** 0.0307  5.0755 0.0299  5.1518
Xi 0.0000 -0.2638
AXy 0.0055 12727 0.0035  0.8767 0.0032  0.8435
Africa Sitstis1) 0.3635  3.4651 03277  3.2586 ***
F Value 0.0696 1.6198 6.9753 6.1943 #
R’ 0.0130 0.0286 0.2053 0.1866
Adj-R’ 0.0169 0.0109 0.1759 0.1565
n 57 57 57 57

Note: *** ** and * significant at 1.00%, 5.00%, and 10.00% significant level respectively. X, is the
aggregate of accounting earnings; AX;, = Xj, - X;,; is the aggregate of accounting earnings growth; g;.; is
next year’s GDP growth; for Model 4, dependent variable is transformed from g;,,,intog;,+; — €;+;-8ir+s @S
growth modified process; (k + n), n = 1 and 2 show lead and lag year n.
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Initially, this study separates the samples into Asia-Pacific and African countries.
This partition is based on capital market indicators in African countries in which the
number of the issuers is relatively small and the weak form of the capital market. The
test shows that the aggregate of accounting earnings is not able to predict next year’s
GDP, either for Asia-Pacific or African countries. The t-value in model 1 is -0.1522 and
-0.2638 for Asia-Pacific and Africa, respectively. After the partition, hypotheses H1 is
not supported, again. Similarly, changes in the aggregate of accounting earnings in
Model 2 produce t-value of 0.5096 and 1.2727 for Asia-Pacific and African countries,
respectively. It depicts that refinement to changes in numbers is not supported and
hypothesis H2 is not supported either. Nevertheless, previous year’s GDP growth
predictor is consistently able to predict next year’s GDP growth. However, hypotheses
H1 and H2 are not supported in Model 3 and Model 4.

The result of the test by inducing previous year’s GDP growth predictor can
improve the fitness model. It can be shown by the increase in Adj-R’ from Model 1 and
Model 2 valued 0.0012 and 0.0182, respectively, relative to Model 3 and Model 4
valued 0.2026 and 0.2153, respectively, for all sample. The result of sample partition
into Asia-Pacific and Africa also shows the equivalence of the fitness model level as

depicted on sample as a whole.

Sensitivity Test Result
This study undertakes yearly basis sensitivity test. Aside from partition test as in Table
3, this study can only undertake yearly basis sentivity test. The reason is that country
basis partition cannot be done as the research period is only ranging from 2009 to 2013
and small numbers of issuers in developing countries. Likewise, most of developing
countries do not have adequate data and information related to GDP growth as well as
fluctuated the aggregate of accounting earnings data that could not be thought logically.
The result of sensitivity test is presented on Table 4.

Table 4 depicts that the aggregate of accounting earnings is not associated with
next year’s GDP growth, having beta value of 0.0000 and t-value of -0.03811 in 2013,
meaning that hypothesis H1 is not supported. It shows that the aggregate of accounting
earnings is not a good predictor of future GDP growth. Nevertheless, this study provides
evidence that changes in the aggregate of accounting earnings can predict next year’s
GDP growth. It can be seen in Model 2. For 2013, the aggregate of accounting earnings
has beta value of 0.0009 and t-value of 2.2428. Therefore, hypothesis H2 is supported.
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Furthermore, changes in the aggregate of accounting earnings can predict next year’s

GDP growth in Model 3 and Model 4, associated at 10.00% level, respectively. Thus, it

also supports that proposed methodology refinement is supported.

Table 4 Regression Sensitivity-Year Test Results

Var(s). Model 1 Model 2 Model 3 Model 4
Pred.| B [ t [ Sig. B | t [sis. p | t [sig. B[ t [sig.
ok 0.0524  12.7755 *** 0.0518  13.8333 *** 0.0298 5.407 *** 0.0292  5.5844 ***
X + 0.0000  -0.1522
AX;, + 0.0061 1.5697 0.0037 1.0805 0.0033 1.0416
Al St + 04309 4.9972 #* 0.3828  4.6682 *+*
F Value 0.0232 2.5494 14.1333 #*** 12.3895 ***
R’ 0.0017 0.0302 0.2587 0.2343
Adj-RZ 0.0012 0.0182 0.2404 0.2153
n 84 84 84 84
Var(s). Model 1 i Model 2 i Model 3 i Model 4 i
Pred. | B | t | Sig. B | t | Sig. B | t | Sig. B | t | Sig.
ok 0.0559  11.3747 *** 0.0565  13.5073 *** 0.0307  5.2421 *** 0.0303  5.5104 ***
X + 0.0000 -0.3811
AX; + 0.0099  2.2428 ** 0.0126  1.7206 * 0.0118 1.7133 *
013 itk + 0.5041  5.1075 #*** 04454 4.8182 #**
F Value 0.1452 5.0304 ** 17.9851 *** 16.2867 ***
R’ 0.0056 0.1621 0.5900 0.5658
Adj-RZ 0.0327 0.1299 0.5572 0.5310
n 28 28 28 28
Var(s). Model 1 i Model 2 i Model 3 i Model 4 i
Pred. | B | t | Sig. B | t | Sig. B | t | Sig. B | t | Sig.
ok 0.0534  8.3127 *** 0.0539  8.9484 *** 0.0336  4.7625 *** 0.0328  4.8155 ***
X + 0.0000 -0.2111
AX;, + -0.0097  -0.8838 -0.0067  -0.7601 -0.0058  -0.6837
012 itk + 04123 3.9436 *** 0.3611  3.5758 #***
F Value 0.0446 0.7810 8.3851 *** 6.8885 *#*
R’ 0.0017 0.0292 0.4015 0.3553
Adj-RZ -0.0367 -0.0082 0.3536 0.3037
n 28 28 28 28
Vars): Tpea ] B | ¢ [ s B | t J[sig.|] p | t [sig.| B | t |sig
ok 0.0480  4.9845 *** 0.0476  5.4084 *** 0.0262  1.7219 * 0.0256  1.7680 *
X + 0.0000  0.1424
AX;, + 0.0071 1.2738 0.0047  0.8490 0.0043  0.8061
o011 Btk + 0.3878  1.6867 03518 1.6080
F Value 0.0203 1.6225 2.2913 2.0781
R’ 0.0008 0.0587 0.1549 0.1425
Adj-RZ -0.0377 0.0225 0.0873 0.0740
n 28 28 28 28

Note: *** ** and * significant at 1.00%, 5.00%, and 10.00% significant level respectively. X, is the
aggregate of accounting earnings; AX;, = Xj, - X;,; is theaggregate of accounting earnings growth; g;.; is
next year’s GDP growth; for Model 4, dependent variable is transformed from g;,;intog;..; — €141 8irs1 aS
growth modified process; (k + n), n =1 and 2 show lead and lag year.

This study can only present supporting evidence of hypothesis H2 in 2013 only. Sample
partition for 2011 and 2012 cannot provide empirical evidence to support hypothesis H1
and H2. It explains that supportivenes of hypothesis H2 is coincidental. However,
previous year’s GDP growth predictor is still consistent as predictor number of next

year’s GDP growth for 2012, and is not consistent as that for 2011. For example in
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2012, GDP growth predictor has beta value of 0.4123 and 0.3611 for model 3 and Model
4 respectively, with significant level of 1.00%.

Yearly sample partition depicts improvement in model fitness as shown on the
previous test. This improvement is as a result of inducement of previous year’s GDP
growth predictor. The level of model improvement can be seen from the increase in Adjj-
R*from Model 1 and Model 2, having the value of 0.0327 and 0.1299, respectively,
relative to Model 3 and Model 4, having the value of 0.5572 and 0.5310, respectively,
for 2013 partition.

Control Group: Developed Countries

This study cannot find evidences that accounting earnings is useful to predict next year’s
GDP growth although it can support it for 2013 data. Therefore, this study undertakes
one-side test by using developed countries as the samples. Developed countries
employed in this study are Australia, New Zealand, Taiwan, Singapore, South Korea,

Japan, and China during five year period. The results are presented in Table 5.

Table 5 Developed Countries Regression Results

Var(s). Model 1 Model 2 Model 3 Model 4
pred. | p | t ] Ssig p [ t [sig p | t [sis p | t [sis

ok 0.0203 3.2393 ik 0.0364 6.9057 *** 0.0161 2.7002 ** 0.0162 2.8497 **

Xi + 0.0000 3.2254 *x*

AX + 0.0004 1.5243 0.0004  2.1581 ** 0.0004  2.1557 **
Alll 8 irs(k+1) + 0.4255 ~ 4.3872 #** 0.3899  4.1965 ***

F Value 10.4033 *#* 2.3236 11.9017 11.0799 *#*

R’ 0.3538 0.1090 0.5694 0.5518

Adj-R2 0.3198 0.0621 0.5216 0.5020

n 21 21 21 21

Note: *** ** and * significant at 1.00%, 5.00%, and 10.00% significant level respectively. X, is the
aggregate of accounting earnings; AX;, = Xj, - Xj,.; is the aggregate of accounting earnings growth; g;.; is
next year’s GDP growth; for Model 4, dependent variable is transformed from g;,,,intog;,+; — €;+;-8ir+s @S
growth modified process; (k + n), n =1 and 2 show lead and lag year.

In developed countries, the aggregate of accounting earnings is positively
associated with next year’s GDP growth, producing t-value of 3.2254 at 1.00%
significant level in Model 1. Thus, hypothesis H1 is supported. It explains that the
aggregate of accounting earning can predict next yaear’s GDP growth. Otherwise,
changes in the aggregate of accounting earnings in Model 2 are positively associated but
not statistically significant, so hypothesis H2 is not supported. After including previous
year’s GDP growth predictor numbers, changes in the aggregate of accounting earnings

are positively influenced amounting to 0.0004 with t-value of 2.1581 at 1.00%
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significant level in Model 3. Thus, hypothesis H2 is supported. This is consistent with
Model 4. This study shows that changes in the aggregate of accounting earnings have a
role as next year’s GDP growth predictor.

This study does not examine country-group basis as well as year basis for
developed countries as developed countries in Asia-pacific and Africa are only seven
countries which effectively elaborated to become 21 firm-years. Although it does not
undertake partition test, the degree of fitness model in developing countries shows
considerable result. It can be shown by high Adj-R*value amounted to 52.16% in Model
3 and 55.18% in Model 4, from only 6.21% in Model 2. Therefore, this study is able to
support methodology refinement concept in which changes in the aggregate of

accounting earnings acts as a next year’s GDP growth predictor in developing countries.

Discussion, Examination, and Findings
This study finds that the aggregate of accounting earnings is not associated or is not able
to predict next year’s GDP growth for developing countries. Similarly, changes in the
aggregate of accounting earnings are not associated with the GDP growth. Although
Gonedes (1973a; 1973b) and Brown and Ball (1967) conclude that accounting earnings
influences the nationals’ economy-wide, this study does not support this concept.
Konchitchki and Patatoukas (2014) and Patatoukas (2013) argue that the
aggregate of accounting earnings influences national macro economy. They also depict
that the aggregate of accounting earnings has informativeness level not only at firm
level, but also at market-wide level and national-wide level. These studies conclude that
accounting earnings has properties. This concept is true, however, it is not considering
the position of that accounting earnings properties yet, meaning that those properties are
true when the context is in the developed countries, not in the developing countries.
Theories and concepts generally state that GDP measures income from all
entities and households involved in economic activities within a country (Fleurbey,
2009; Fleurbey and Gaulier, 2009; Henderson, et al., 2012; Becker, et al., 2005). In other
words, GDP primarily measures performance of a country’s economic activities. The
results of this study do not reject concepts proposed by theses studies. Nevertheless, this
mirroring concept has to consider administrative and accounting capturing process.
Konchitchki and Patatoukas (2014), McClosky (1993) and Konchitchki (2011) argue

that total numbers of accounting earnings of firms reflected in the GDP growth from
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year to year should be on a note, when those total numbers are calculated perfectly and
comprehensively.

Fama (1981), Fischer and Merton (1984), Harvey (1989), and Shevlin (1990)
argue that economic growth is the denominator of capital market and bond market
development. These studies argue that a national income is the sum of progressive firms
taxes from all of firms’ income and profit, and conversely for all of firms’expenses and
losses within a country. The point is all these studies argue that there is a conformity
among the aggregate of accounting earnings, capital market, and GDP movement.
However, they undertook research in a country in which the capital market is relatively
close to strong form (capital market hypothesis). This hypothesis argue that resources
are allocated efficiently. Contrary to developing countries, efficient resources allocation
might not occur since the economic is still fractional or partial.

According to the previous discussions, this study finds that the aggregate of
accounting earnings has the same properties in every capital market within a country.
Nevertheless, those properties should be understood conditionally, especially in
developing countries relative to developed countries. The differences of accounting
earnings properties and inability of the aggregate of accounting earnings to predict the
next year’s GDP are caused by some factors as follows.

First, developing countries have greater future economic uncertainty than that of
developed countries. Production factors in developing countries usually rely on supplies
from developed countries. Simultaneously, the price of those production factors is
moving along with currency and inflation movements in developing countries.
Production factor supply, inflation, and national currency in developing countries
influence the fluctuation of production cost and income of firms in developing countries.
It affects the volatility of accounting profit earned by firms in developing countries so
that total of the aggregate of accounting earnings could not act as reliable predictor of
future GDP growth. This finding is supported by greater volatility of the aggregate of
accounting earnings in developing countries rather than that in developed countries.

This economic uncertainty relates to resources allocation which has not been
able to create economic value added yet. Efficient resources allocation is depicted by
sophisticated capital market and strong money market. It is usually known as strong
form in capital market hypothesis. Most of developing countries have not had markets as

sophisticated as those in developed countries. In other words, inefficient allocation could
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not contribute to high economic productivity value. Consequently, low economic
productivity causes null association between earnings aggregate and future GDP growth.

Second, association between the accounting earnings and the future GDP growth
could not capture the activity of real sector economy in developing countries. In
addition, the aggregate of accounting earnings is not able to capture earnings from
private firms and small to medium enterprises (SME). For example in Indonesia, the
number of private companies are about 47,000 companies and the number of SME are
12,000 SMEs. Total accounting earnings of that private and SME firms should be higher
than earnings obtained from 478 listed firms in 2012.

The above mentioned points are occuring reversely in capital market in
developed countries. The point is that the aggregate of accounting earnings properties in
the developing countries is different from that in the developed countries. Those
properties show that the aggregate of accounting earnings has informativeness level at
market-wide level and national-wide level. This study finds that those properties should
consider its position, meaning that accounting earnings properties in the developed
countries could relatively capture most of economic sectors within a country with
efficient resources allocation. However, it does not occur in the developing countries.

Finally, most of developing countries do not have integrated national
administration and accounting system to recognize and to record income productivity as
well as consumption from all economic sectors. This finding relates to the second
finding of this study. The developed countries relatively own formal economic form.
Meanwhile, the developing countries do not have such a form yet. In other words, the
developing countries are dominated by informal sectors. Futhermore, informal sectors in
the developing countries are not recorded and recognized into total GDP.
Simultaneously, the aggregate of accounting earnings could not record and recognize it
either. Therefore, GDP as well as accounting earnings could not act primarily to assess
performance activities or economic productivity of a country. On the other hand, the
developed countries are able to record and to recognize or formalize underground

economy productivity.

CONCLUSION, LIMITATION, AND FUTURE STUDY
Conclusion
This study concludes that the aggregate of accounting earnings is not a reliable predictor

for future GDP growth in developing countries. Meanwhile, the aggregate of accounting
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earnings is not a good predictor for future GDP growth in the developing countries. This
conclusion is based on the test results after partitioning the sample into Asia-Pacific and
Afria group. In addition, it is also supported after this study undertakes yearly basis
sensitivity test. Nevertheless, this study finds one evidence in 2013 that changes in
accounting earnings is a reliable predictor for future GDP growth in the developing
countries. However, it is only an incidental finding.

Aside from that incidental finding, this study concludes that developing countries
in 2013 experienced economic certainty as there were few economic changes. It was
influenced by previous economic climate in 2012. Additionally, this study indentifies
possibilities that cause the unsupported evidences of the objectives of this study. It
argues that accounting numbers are not fully reflecting economic productivity in the
developing countries due toseveral arguments. Firstly, most of developing countries
have greater future economic uncertainty relative to that in developed countries. This
economic uncertainty is related to resources allocation that is not able to create
economic value added. Secondly, the accounting numbers and GDP could not capture
economic real sectors in the developing countries. In addition, the aggregate of
accounting numbers could not capture most of private firms’ and SME’s profit that
contribute to economic activity dominantly. Laslty, most of developing countries do not
have adequate national administrative and accounting integrated system in order to
recognize and to record all of income productivity as well as consumption from all
economic sectors.

The three possibilities mentioned above come from internal economic climate in
developing countries. This study identifies economic-political and sociocultural factors
that cause the null association between the aggregate accounting earnings and the future
GDP growth. Those factors are as follows. There are so many costly power seizure in
developing countries. Consequently, it poorly affects economic productivity which leads
to low GDP growth. Evidences show that Algeria, Sudan, Egypt, Thailand, Cambodia,
Myanmar, Uganda, etc., are still in leaderhip conflict.

Economic and sociocultural also contribute to null association between the
aggregate of accounting earnings and the future GDP growth. Developing countries are
usually characterized by low education level. It contributes to low economic and
sociocultural requisite. Low education level limits the social needs to only physiological
and self-security. If both needs have been fulfilled by the country, the social needs

usually stop at this point. On the other hand, the social needs are not only limited to
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physiological and self-security, but also extended to self-esteem and self-genuine
actions. This sociocultural distinction between the developed and the developing

countries leads to different GDP numbers and its growth.

Limitations
This study has some limitations. Firstly, it does not consider the basis concept of GDP
measurement. GDP focuses on cost of good sold, whilst accounting earnings measures
aconomic value added as a result of retaining a firm’s capital which already excludes
cost of good sold. The distinction concept that underlies these two measurements leads
to total number of GDP is as multiplier effect of cost of good sold. Secondly, accounting
earnings is a value added of private sector. This study does not induce government
expenditures as next year’s GDP growth predictor. Nevertheless, this study rejects the
notion that most of government expenditures are obtained from the total of private
firms’ profit. Similarly, state-owned companies’ profit adjoints with private firm’s
profit. However, this study could not identify the magnitude of the adjoint productivity.
Thirdly, most of developing countries have distinct accounting standards for
different sector. For example, general accounting standards are for firms listed in capital
market and shariah accounting standards for firms with sharia basis. This condition
shows that the aggregate of accounting earnings is not produced by one single set of
accounting standards. The heterogenity of accounting standards lead to inability of
earnings aggregate to predict macro economy activity regarding relative earnings
aggregate produced by developed countries which generally come from one single set of
accounting standards. Fourthly, most of GDP calculation in developing countries is still
using multi-sector approach so that calculated GDP is not fully real. For example,
informal sectors in developing countries do not record its production cost as well as
income for other entities. Similarly, developed countries may record and recognize their

underground economy into its GDP, but it is unrecorded in the developing countries.

Future Study

According to conclusions and limitations, this study formulates several possible future
studies to complement this study. Firstly, not all developed countries use the same
accounting standards such as European countries adopting IFRS and US adopting its
own accounting standards (US GAAP-SFAC/S). Prior studies show that IASB-IFRS
and US GAAP-SFAC/S produce different profits, significantly. Therefore, future
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studies may examine ability of the aggregate of accounting earnings produced by IFRS
and SFAC/S. Future studies should be able to formulate statistical-conclusion validity as
next year’s GDP growth predictor.

Secondly, due to the inability of this study to support the association between the
aggregate of accounting earnings and the GDP growth, this study opens any possibility
factors which may replace accounting earnings. The first possibility is employing total
assets and changes in total assets. This is a good reasoning as assets along with its
growth refers to the capital maintenance concept. The second possibility is to use debts
and its changes, as well as equity capital and its changes. These possibilities show a firm
scalability. The other possibility is replacing the aggregate of accounting earnings with
total costs as they are matched against revenue in the income statement. Thirdly, the
validity of GDP growth (g;;+;) in the developing countries calls into doubt. Thus, the
GDP growth employed in the future study might be modified into (gir+;) — (€is+1.&ir+1), OF

another modified GDP growth which has high measurement validity.
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