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o ABSTRACT O

This study examines the effect of earnings management and operating cash flows on the
stock liquidity of industrial companies listed on the Amman Stock Exchange, and tests a
new hypothesis concerning the interaction between these two variables in explaining stock
liquidity. The study is motivated by the inconsistent findings in prior literature regarding
the determinants of stock liquidity and the differing roles of accounting-based measures
across market environments.

Panel data for 30 industrial firms over the period 2017-2023 were analyzed. Stock
liquidity was measured using the Relative Bid-Ask Spread, earnings management was
estimated using the Modified Jones Model, and operating cash flows were measured as the
ratio of net operating cash flows to total assets. Appropriate panel regression models were
applied after conducting the necessary diagnostic tests.

The results indicate that neither earnings management nor operating cash flows have a
statistically significant effect on stock liquidity, and the interaction between them also
shows no significant impact. These findings suggest that stock liquidity in the Amman
market is driven primarily by market-based and structural factors rather than internal
accounting indicators.
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EM.CFO EM CFO SL
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(Unit Root Tests) 3aagll Jia JLAd) :(6) ad; Jgand)

EM.CFO CFO EM
Fisher- PP Fisher- LLC Fisher- PP Fisher- LLC Fisher- Fisher- LLC
Prob. ADF Prob. Prob. ADF Prob. PP ADF Prob.
Prob. Prob. Prob. Prob.
0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0000 0.0001 0.0000
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Prob. t-Statistic Std. Error Coefficient Variable
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0.002918 R-squared
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