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Abstract:

This study aims to examine the effect of financial statement comparability on profit sustainability, accrual pricing efficiency,
and profit predictability. This research is descriptive—causal and ex-post facto in nature. The statistical population includes all
firms listed on the Tehran Stock Exchange during 2015-2023. The sample consisted of 945 firm-years selected through
systematic elimination. Logistic regression was used to test the first hypothesis, while multiple regression with panel data
was applied for the second and third hypotheses. The results indicated that financial statement comparability has a positive
and significant effect on profit sustainability. Furthermore, comparability significantly improves accrual pricing efficiency and
enhances profit predictability. These relationships were statistically significant at the 99% confidence level. Financial
statement comparability is a crucial qualitative attribute of reporting that improves investor decision-making, enhances
informational transparency, strengthens capital market efficiency, and provides a foundation for developing new accounting
standards and regulatory policies.
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Extended Abstract

Introduction

Comparability of financial statements is widely regarded as one of the fundamental qualitative characteristics of financial
reporting, enabling users to identify similarities and differences across firms and periods. High levels of comparability enhance
the usefulness of accounting information for investors, creditors, regulators, and managers by reducing information
asymmetry and improving the efficiency of capital markets (Chen & Gong, 2019). In particular, financial statement
comparability strengthens decision-making processes by allowing stakeholders to benchmark firms against industry peers
and make better-informed judgments regarding profitability, risk, and long-term sustainability (Habib et al., 2020).

Previous studies emphasize that financial statement comparability contributes to the stability of earnings and the
reliability of accounting information. When companies apply similar accounting methods and disclosure practices, users can
more easily evaluate earnings persistence and assess whether reported income is reflective of genuine economic
performance (Abyar & Dadbeh, 2021; Barzegar, 2021). This is consistent with empirical findings in both developed and
emerging markets, which show that comparability mitigates earnings management practices and increases investors’
confidence in reported figures (Wil et al., 2020).

Another important dimension is the efficiency of accrual pricing. Accruals are critical components of earnings, but they
often contain estimation errors or managerial discretion that can mislead market participants. Financial statement
comparability improves investors’ ability to distinguish between discretionary and nondiscretionary accruals, thereby
reducing mispricing (Razmi & Parkar, 2020; Torkhani et al., 2020). Several scholars have demonstrated that when
comparability is higher, analysts and investors are less likely to overprice discretionary accruals, resulting in more efficient
market outcomes (Mohammadi & Hematfar, 2020; Zabihzadeh et al., 2023).

Moreover, comparability enhances the predictability of earnings, a crucial factor for valuation and investment decisions.
Predictability reflects the degree to which current earnings explain future profitability. Comparative accounting information
enables both managers and external users to generate more accurate forecasts about firms’ future performance (Hashemi &
Matlabian Chaleshtari, 2021; Izadinia et al., 2021). Research has shown that firms with high comparability experience reduced
volatility in idiosyncratic returns and improved forecasting ability (Hamidian & Eshaghi, 2022; Norouzi Moradlou & Azizi,
2021).

In recent years, scholars have also expanded the scope of research by integrating behavioral, technological, and
governance-related factors into the study of comparability. For instance, (Moghadam, 2024) highlights the role of managerial
empowerment and board gender diversity in shaping the relationship between comparability and material misstatements.
Similarly, (Mehrani & Rahimipour, 2025) employed advanced machine learning techniques to optimize fraud detection
models, showing that comparability significantly interacts with predictive algorithms in identifying financial restatements. In
the broader context, research on fraud and earnings manipulation also underscores how weak comparability exacerbates
stakeholder risks (Narulita et al., 2024; Sabouri & Allahyari, 2024).

On the practical side, financial statement comparability is associated with enhanced corporate transparency, improved
access to external financing, and reduced cost of capital (Safari Gerayeli & Rezaei Piteh Noei, 2020; Zalaqgi et al., 2017). It also

supports effective monitoring by regulators and auditors, while assisting investors in allocating resources efficiently (Saputra,
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2024). These benefits highlight the multidimensional importance of comparability, which extends beyond financial reporting
quality to broader issues of governance, accountability, and capital market stability.

Despite significant progress, gaps remain in the literature. Most prior studies have focused on either earnings persistence
or accrual pricing, with limited attention to the joint impact of comparability on multiple financial performance dimensions.
Furthermore, evidence from emerging markets such as Iran remains relatively scarce compared to developed contexts.
Therefore, this study aims to fill these gaps by empirically investigating the effect of financial statement comparability on
earnings persistence, accrual pricing efficiency, and earnings predictability using data from Tehran Stock Exchange (TSE) firms.

Methods and Materials

This research employed a descriptive—causal and ex-post facto design. The statistical population included all companies
listed on the Tehran Stock Exchange between 2015 and 2023 (1394-1402 in the Iranian calendar). A systematic elimination
sampling method was applied, yielding a final sample of 945 firm-year observations.

To test the first hypothesis regarding earnings persistence, logistic regression analysis was conducted. For the second and
third hypotheses, concerning accrual pricing efficiency and earnings predictability respectively, multiple regression with panel
data was utilized. The comparability index was measured based on the De Franco et al. (2011) earnings—returns model,
adjusted for firm and industry characteristics. Control variables included firm size, financial leverage, growth opportunities,
institutional ownership, audit firm size, operating cycle, and changes in revenue. Data were extracted from firms’ audited
financial statements and validated through official databases. Statistical analyses were performed using EViews and Stata
software.

Findings

The descriptive statistics indicated an average comparability index of -0.245, with a range between -0.428 and 0.092,
confirming notable variation across firms and industries. Earnings persistence displayed a mean of 0.657, while accrual pricing
efficiency and earnings predictability averaged -0.007 and 0.482, respectively.

The first hypothesis was supported: logistic regression results revealed that financial statement comparability had a
positive and statistically significant effect on earnings persistence. The coefficient for comparability was 0.458 with a Wald
statistic of 15.271, significant at the 1% level. This suggests that each unit increase in comparability raised the likelihood of a
firm being classified as having sustainable earnings by approximately 17.2%.

The second hypothesis was also confirmed. Multiple regression results indicated that comparability significantly improved
accrual pricing efficiency, with a coefficient of 0.194 and a p-value below 0.01. Additional findings showed that firm size,
growth opportunities, audit firm size, and revenue changes exerted positive effects on accrual pricing efficiency, whereas
leverage and institutional ownership were negatively associated.

The third hypothesis received strong support. Regression analysis demonstrated a positive and significant impact of
comparability on earnings predictability, with a coefficient of 0.189 and a Wald statistic of 45.784, significant at the 1% level.
Firms with higher comparability enabled investors and analysts to forecast future earnings more accurately, as reflected in
the increased explanatory power of earnings models.

Discussion and Conclusion

The results of this study reinforce the notion that comparability of financial statements is a cornerstone of high-quality

financial reporting. First, the positive association between comparability and earnings persistence highlights that uniform
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accounting practices and consistent disclosure policies reduce volatility in reported profits and enhance their reliability. These
findings are consistent with previous studies that emphasize comparability as a determinant of stable and credible earnings
streams (Abyar & Dadbeh, 2021; Barzegar, 2021; Chen & Gong, 2019).

Second, the evidence regarding accrual pricing efficiency indicates that comparability reduces the mispricing of
discretionary accruals, thereby aligning reported earnings more closely with economic reality. This aligns with research
showing that investors are less likely to misinterpret or overreact to accruals when financial statements are comparable
across firms (Razmi & Parkar, 2020; Torkhani et al., 2020; Zabihzadeh et al., 2023). The results also resonate with international
evidence from frontier and emerging markets, where comparability mitigates earnings manipulation and enhances market
discipline (Mohammadi & Hematfar, 2020; Wil et al., 2020).

Third, the significant relationship between comparability and earnings predictability underscores its role in facilitating
forward-looking analysis. Comparable financial information allows investors and analysts to anticipate future profitability
with greater accuracy, thereby reducing uncertainty and idiosyncratic risk (Hamidian & Eshaghi, 2022; Hashemi & Matlabian
Chaleshtari, 2021; lzadinia et al., 2021). This is particularly valuable in emerging markets like Iran, where macroeconomic
volatility and institutional weaknesses may otherwise compromise forecasting accuracy.

From a broader perspective, this study contributes to the growing body of literature that links financial statement
comparability with improved market outcomes, reduced risk, and enhanced governance (Habib et al., 2020; Safari Gerayeli
& Rezaei Piteh Noei, 2020; Zalaqgi et al., 2017). Moreover, the findings highlight the practical implications for standard setters,
regulators, and auditors, emphasizing the need to strengthen comparability as a means of enhancing market transparency
and investor protection.

In conclusion, the results demonstrate that financial statement comparability exerts a significant positive effect on
earnings persistence, accrual pricing efficiency, and earnings predictability. By enhancing comparability, firms and regulators
can foster more reliable financial reporting, reduce mispricing, and improve the predictive value of accounting information.
These findings carry important implications for capital market development, regulatory policies, and future research

directions.
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