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This study aims to investigate the impact of IFRS 9 on the relevance of accounting information
value, focusing on banks traded on share exchanges in Southeast Europe. The research examines
how this transition has affected the market valuation of SEE banks, specifically analyzing chang-
es in the importance of market value per share, book value per share, and earnings per share.
Using Multiple Linear Regression Analysis (OLS), the study analyzes data from 47 commercial
banks in eight SEE countries from 2015 to 2020. This period includes the stages before and after
the implementation of IFRS 9, providing a comparative view of its impact. The findings show a
significant change in the value relevance of accounting information after the adoption of IFRS 9.
In particular, the study reveals a significant increase in the importance of Earning per Share in
share valuation, highlighting a stronger market response to reported earnings. Additionally, the
increasing importance of Book Value per Share suggests an increased investor reliance on book
value with the new IFRS. This study contributes to the understanding of the consequences of IFRS
9 on financial reporting requirements in developing markets, offering insights for policymakers
and academics aimed at improving financial transparency and investor confidence. However, the
study’s scope is limited by its regional focus on Southeast Europe and its restriction to publicly trad-
ed banks, potentially limiting the generalizability of results to other sectors or regions.
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1. INTRODUCTION

The implementation of International Financial
Reporting Standard (IFRS) 9, which addresses the
accounting of financial instruments, represents
a significant change in financial reporting. This
standard, which entered into force on January
1, 2018, aims to increase the transparency and
comparability of financial reporting. This change
is particularly critical for banks in Southeast Eu-
rope, a region characterized by different econom-
ic environments and different levels of financial
market development. The importance of account-
ing information is essential for investors and oth-
er stakeholders in making informed economic
decisions. Financial reporting has always been a
critical factor in business, serving as a bridge of
communication between companies and their
stakeholders, including investors, creditors, and
regulators. Financial reporting is intended to
provide accurate, timely, and relevant financial
information on a company’s performance and fi-
nancial status. Over the years, financial reporting
has evolved significantly, largely driven by the in-
creasing complexity of business transactions, the
globalization of markets, and the need for trans-
parency and accountability in financial practices.
IFRS formulated by the International Account-
ing Standards Board (IASB), are the result of a
long-standing effort to harmonize financial re-
porting across the world. The global accounting
framework has undergone a significant overhaul
with the implementation of IFRS, facilitating the
establishment of uniform reporting protocols and
enabling the comparison of financial data across
different nations. The global financial crisis high-
lighted the crucial role that financial institutions
play in the stability of economies worldwide. In
response, the IASB developed and released IFRS
9 - Financial Instruments, with the objective of
improving financial reporting instruments and
credit risk management. IFRS 9 redefined the ac-
counting treatment of financial assets and credit
risk management, representing a crucial turning
point in accounting practices. The adoption of
IFRS in countries around the world has been a
crucial step toward enhancing financial transpar-
ency, comparability, and investor confidence. IFRS
9, specifically targeting financial instruments,
introduced a more forward-looking approach to
provisioning for credit losses, aiming to address
the shortcomings of its predecessor, IAS 39.

The diverse economic and financial landscape
of Southeast Europe (SEE), characterized by its
unique socio-economic attributes, presents an
intriguing setting to examine the implications of
IFRS 9 on the value relevance of accounting infor-
mation. Financial institutions, especially banks,
are essential components of modern economies.
The global financial crisis of 2008 underscored
the necessity of accurate and transparent finan-
cial reporting within the banking sector. IFRS
9 marks a substantial shift in the accounting
treatment of financial instruments, emphasizing
a forward-looking approach to provisioning for
credit losses. Examining how the adoption of this
standard affects the value relevance of account-
ing information in banks is both contemporary
and pertinent, given the unusual financial envi-
ronment of SEE, which is distinguished by var-
ious economic situations and varying degrees
of financial knowledge. Stakeholders, including
regulators, standard setters, commercial banks,
investors, and financial analysts, will benefit from
the insights derived from this study. Regulators
and standard setters can refine their guidelines
for I[FRS 9 implementation based on the empiri-
cal evidence provided. Banks will obtain a deep
understanding of how IFRS 9 affects the value
relevance of key indicators, aiding their strategic
decision-making. Investors and financial analysts
will acquire a more nuanced perspective on how
IFRS 9 influences their assessment of bank per-
formance and risk.

For SEE banks, the implementation of IFRS 9 has
been of particular importance. This new standard
has affected the way banks classify and value fi-
nancial instruments, requiring a change in their ac-
counting and financial reporting model. In particu-
lar, the transition from the incurred loss approach
to the expected credit loss model has brought chal-
lenges in risk management and financial reporting.
SEE banks operate in a dynamic and developing
economic environment. These institutions’ imple-
mentation of IFRS 9 creates a unique opportunity
to study the effects of advanced financial reporting
standards in emerging markets.

Accounting information is crucial to investors and
stakeholders, influencing investment decisions
and market stability. This study provides insight
into whether IFRS 9 has enhanced or diminished
this importance. In an environment where finan-
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cial information plays a significant role for inves-
tors in decision-making and market stability, the
main question that this research aims to address
is: “Has the implementation of IFRS 9 influenced
the increase in the value of accounting informa-
tion in commercial banks of SEE?” This question
is important not only to understand the impact of
the standard on the region’s banking sector but
also to provide a broader perspective on the ef-
fects of IFRS 9 on emerging markets.

The research aims to provide an empirical and
detailed analysis of the impact of IFRS 9 on the
importance of accounting information in SEE
banks. By combining accounting and finance the-
ory with empirical data analysis from regional
banks, this study is likely to add to the current
knowledge and give new insights to practitioners,
academics, and decision-makers in the field of ac-
counting and finance.

This study aims to analyze and investigate the im-
pact of IFRS 9 on the value relevance of account-
ing information, particularly in the context of SEE
banks. The relevance of accounting information
lies in its potential to represent and condense a
company’s market valuation through the data
presented in its financial reporting. The value of
accounting information within the context of fi-
nancial reporting refers to the extent to which a
company’s financial reporting reflects informa-
tion that is useful and meaningful to stakehold-
ers, particularly investors and market analysts.
This concept bridges the gap between accounting
figures and their practical implications in market
evaluation and investment decision-making.

Value relevance is determined by how well ac-
counting information reflects the true value of
the company, as perceived by investors and stake-
holders. The underlying theories supporting the
importance of the value of accounting informa-
tion are rooted in the Efficient Market Hypoth-
esis (EMH) and the framework of fundamental
analysis. In this context, accounting information,
if appropriate, should be quickly assimilated into
share prices. Fundamental analysis involves eval-
uating a company’s financial reporting to deter-
mine its fair value. The underlying assumption is
that if accounting information is value relevant, it
will have a predictive quality for future financial
performance and, therefore, share prices.
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This paper investigates three main indicators:
market value per share (MVPS), book value per
share (BVPS), and earnings per share (EPS), and
how they contribute to the importance of the val-
ue of accounting information. MVPS is sometimes
seen as a key measure of a company’s financial
health and development possibilities. It rep-
resents the price at which shares are traded on
the share market, essentially reflecting investors’
expectations of future returns and risk. BVPS, de-
rived from balance sheet data, represents the net
value of a company’s assets attributable to each
outstanding share. It's a measure of what share-
holders would hypothetically get if the firm was
liquidated. BVPS is often seen as a more stable
measure compared to MVPS, as it is based on
historical costs and accounting estimates. Profit
per share (PPS), commonly known as earnings
per share is a direct measure of profitability.
It demonstrates a company’s capacity to make
money for its shareholders and is a key driver of
MVPS. EPS is crucial for investors as it shows a
company'’s efficiency in using its assets to gen-
erate profits. EPS is widely used for predicting
future performance and evaluating companies.
High EPS growth rates can signal strong future
performance, attracting investors.

The purpose of this research study is to evaluate
the effects of IFRS 9 implementation on the val-
ue relevance of accounting information within
the context of South East Europe (SEE). By ex-
amining the impact of this accounting standard
on key financial indicators and their association
with market valuations, this study contributes
to the ongoing discourse on the effectiveness of
IFRS adoption in emerging economies and pro-
vides valuable insights into the region’s financial
reporting quality and its alignment with interna-
tional standards.

2. LITERATURE REVIEW

IFRS 9 introduced by the International Account-
ing Standards Board (IASB), fundamentally
changes the way financial instruments are rec-
ognized, measured, and reported. This standard
has particular significance for banks due to their
extensive involvement in financial instruments,
including loans, receivables, and investment se-
curities. The adoption of IFRS 9 affects the BVPS
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of banks through its provisions on impairment
and classification and measurement of financial
assets:

-Impairment Model: IFRS 9 introduces an expect-
ed credit loss (ECL) model, which requires banks
to recognize credit losses earlier than under the
previous incurred loss model. This leads to more
timely adjustments to the book value of assets, di-
rectly impacting the BVPS.

-Classification and Measurement: Financial as-
sets are now classified based on the business
model and contractual cash flow characteristics.
This affects how assets are measured (amortized
cost, fair value through other comprehensive in-
come, or fair value through profit and loss), which
in turn influences the equity and thus the BVPS.

The new impairment requirements under IFRS 9
also significantly impact EPS:

- Provision for Credit Losses: The for-
ward-looking ECL model often results in
higher provisions for credit losses, espe-
cially during economic downturns. This
increase in provisions reduces net income,
thereby impacting EPS.

- Volatility in Earnings: The requirement to
continually update ECL estimates based on
changing economic conditions can introduce
more volatility into the earnings reported by
banks, affecting their EPS.

MVPS of banks is influenced by IFRS 9 through
its impact on financial transparency and investor
perception:

- Enhanced Transparency: IFRS 9’s disclosure
requirements enhance the transparency
of a bank’s financial health. Investors are
better informed about the risks associated
with a bank’s financial assets, which can af-
fect market valuation and, consequently, the
MVPS.

- Investor Confidence: By providing more
timely and relevant information about credit
risk and asset quality, IFRS 9 can influence
investor confidence. Improved confidence
can lead to higher market valuations, re-
flecting in the MVPS.

Ball and Brown'’s study (1968) was one of the
first to empirically investigate the relationship
between accounting earnings and share prices.
They found a significant relationship between an-
nual earnings information and share price behav-
ior, suggesting that a company’s reported earn-
ings are closely watched by the market and have
a direct impact on the company’s share price.
Similarly, Beaver’s study (1968) focused on the
information content of earnings and its ability to
predict future financial performance. He showed
that earnings numbers provide valuable informa-
tion about the market, which is reflected in share
prices. His work also contributed to the under-
standing of the timing of financial reporting and
how quickly financial information is assimilated
into share prices.

These studies were groundbreaking in their
time and remain highly influential in the fields
of accounting and finance. They provide a foun-
dational understanding that is essential for any
research examining the importance of accounting
information, such as the impact of IFRS 9 on the
value relevance of accounting information in SEE
banks. They underscore the importance of ac-
counting income as a key indicator for investors
and market participants, shaping the direction for
subsequent research in accounting and financial
reporting. Furthermore, the Ohlson (1995) mod-
el is a widely recognized framework in the field.
He posits that market value can be explained by
two main accounting figures: EPS and BVPS along
with other information that directly affects these
values or their future dynamics.

Relevance value of accounting
information

This paper bridges this gap by offering insights
into how the implementation of IFRS 9 has im-
pacted the correlation between accounting fig-
ures and market values in SEE countries. Barth
etal. (2023) in their research show a progression
toward relationship between accounting infor-
mation and share price. According to the findings
of Hendrawan et al. (2023), accounting informa-
tion utilization, financial report, and entrepre-
neurship all have a strong beneficial effect on
financial competence and business performance.
Diab et al. (2023) discovered that the accounting
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information presented by the listed corporations
is value relevant. Zavodny and Prochazka (2023)
find out that accounting information has a larger
value relevance in the Czech and Hungarian. cap-
ital markets than in Poland. Furthermore, about
five years after adopting the IFRS, the Czech and
Hungarian markets show a significant increase
in the value relevance of accounting informa-
tion. Anssari (2023) discover that accounting
for financial instruments at fair value may have a
considerable impact on the share prices of banks
listed on Share Exchange. Accounting information
created in accordance with IFRS is more valuable,
according to the authors Abdullah et al. (2023).
Al-Dmour et al. (2023) support accounting infor-
mation as a mediating factor in improving busi-
ness performance. Aharony et al. (2010) assessed
the value relevance of accounting information in
14 European countries in the year preceding and
following the mandatory adoption of the IFRS and
concluded that the adoption of the IFRS increased
the value relevance of the three accounting num-
bers for EU equity investors. According to Ahmed
et al. (2013), the value relevant of book value of
equity has not improved since the implemen-
tation of IFRS, although the value relevance of
earnings has typically increased when measured
using pricing models. Suadiye (2012) observed
that the adoption of IFRS increased the value im-
portance of accounting Information for Turkish
listed firms.

Book value per share, market value per
share and earning per share

IFRS 9, introduced by the International Account-
ing Standards Board (IASB), has significantly im-
pacted the accounting standards and practices
globally. One of the critical aspects affected by
IFRS 9 is the BVPS. According to research by Hal-
dar and Nageswara Rao (2020), IFRS 9’s impair-
ment model, which emphasizes forward-looking
information and expected credit losses, has led
to a more accurate representation of assets and
liabilities. This change has improved the BVPS
by providing more timely and relevant financial
information. Moreover, studies by Cheng and Me-
lendrez (2019) suggest that the new classifica-
tion and measurement requirements under IFRS
9 have increased the reliability of BVPS, thereby
enhancing its relevance for investors and other
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stakeholders. Empirical evidence by Zhang and
Zhou (2021) indicates that the transparency and
enhanced disclosure requirements under IFRS 9
have positively affected the MVPS of companies.
The improved clarity in financial reporting has
boosted investor confidence, leading to a more
accurate reflection of a company’s market value.
Furthermore, the study by Elad (2018) highlights
that the increased use of fair value measurements
under IFRS 9 has made MVPS a more reliable in-
dicator of a firm’s market performance, aligning
book values more closely with market percep-
tions. According to a study by Kim and Pevzner
(2017), the forward-looking approach of IFRS 9’s
impairment model has resulted in more accurate
and timely recognition of losses, which in turn af-
fects EPS. The research by Laux and Leuz (2020)
supports this finding, stating that the improved
earnings quality under IFRS 9 has enhanced the
predictive value of EPS. Additionally, the study
by Fiechter and Meyer (2019) suggests that the
consistency and comparability of earnings have
improved post-IFRS 9, making EPS a more reli-
able measure for assessing a company’s financial
performance. Ogonda and Okiakpe (2022) stud-
ied the impact of IFRS on the value relevance of
accounting measures including EPS and BVPS
where they suggested that IFRS increases the
value relevance of EPS. Schaap (2020) in his mas-
ter’s thesis found that the adoption of IFRS 9 has
increased the importance of the value of the earn-
ings per share-EPS. However, he also noted that
the reported book value per share-BVPS under
IFRS 9 did not show a similar increase in the im-
portance of value. Mechelli and Cimini (2020) ob-
served that IFRS 9 adds more informational val-
ue to accounting value than its predecessor, I1AS
39, making it more useful for investor decisions.
The adoption of IFRS has increase importance
of book value in France and Germany (Al-Refiay
et al. 2023). The importance of such information
has not declined over time, showing increased
importance for intangible assets and alternative
performance measures in newer economies, so
the research addresses how the value importance
of accounting information has evolved, partic-
ularly focusing on earnings and their changing
importance over time (Barth et al. 2023). The
adoption of IFRS has statistically significantly
affected the value of EPS and dividend per share
in banks, but not the accounting value per share
(Ohonba, 2019). European bank earnings became
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more important after the introduction of IFRS,
aligning more closely with US standards and
improving bank earnings quality and book val-
ue worldwide (Tudini, 2009). Kousenidis et al.
(2010) found that the adoption of International
Financial Reporting Standards - IFRS led to a re-
duction in the incremental information content
of equity accounting values for share prices, but
increased the incremental information content of
earnings for the period after IFRS. The adoption
of IFRS increased the importance of accounting
earnings value but decreased the importance of
accounting equity value in Turkish banks (Aksu
etal. 2017). This suggests that while IFRS has in-
creased the importance of earnings in financial
reporting, it has simultaneously reduced the im-
portance of book values. In general, the adoption
of IFRS is associated with an increase in the im-
portance of the value of financial reporting (Im-
hanzenobe, 2022).

3. METHODOLOGY

This study focuses on the analysis of the impact
of the International Financial Reporting Standard
9 (IFRS 9) on the importance of the value of ac-
counting information in the banking sector of
Southeast Europe (SEE). According to Creswell
and Creswell (2017), quantitative research is the
methodical collection and examination of numer-
ical data to identify patterns, connections and
trends. Thanks to this method, researchers can
obtain reliable measurements of variables and
arrive at answers relevant to the real world. We
decided to conduct a quantitative analysis to in-
vestigate how implementing IFRS 9 changes the
value of accounting information (Bell et al. 2022).

Quantitative Analysis Approach

The quantitative approach, based on numerical
data and statistical analysis, enables drawing
unmistakable conclusions supported by tangible
evidence. It is particularly useful for examining
the relationships between various factors, such
as the impact of IFRS 9 adoption on the useful-
ness of accounting information. The study covers
eight SEE countries: Bulgaria, Greece, Croatia,
Montenegro, North Macedonia, Romania, Serbia,
and Turkey. These countries were selected due to

their economic and regulatory heterogeneity and
significant presence in regional financial markets.

Time Frame and Data Collection

The research covers from 2015 to 2020, encom-
passing the period before and after IFRS 9 imple-
mentation, which began in 2018. This timeframe
allows for analyzing changes in the relevance of
accounting information due to the new standard.
Financial data from 47 commercial banks in these
SEE countries were examined, selected based on
data availability and share market representa-
tion. The data include MVPS, BVPS and EPS. The
chosen time frame for this study, covering the pe-
riod from 2015 to 2020, is specifically designed
to capture the effects of IFRS 9 implementation
on the relevance of accounting information in the
banking sector of Southeast Europe. This period
includes both pre-implementation 2015-2017
and post-implementation 2018-2020 phases,
providing a clear before and after comparison.

Econometric Model

Ohlson’s (1995) model is an essential instrument
in the analysis of the importance of the value of
accounting information. This model suggests a
statistical relationship between the market val-
ue of shares and various elements of financial
reporting, such as book value of equity per share
and earnings per share. In the context of this
study, Ohlson’s model will be used to assess the
impact of IFRS-9 on the relationship between
accounting information and market valuation of
banks in SEE. Key data points such as MVPS, BVPS
and EPS were collected from share exchanges of
respective countries. The study uses an econo-
metric model to analyze the statistical correla-
tion between information reported in financial
accounts and share market valuations or returns.
The core of the econometric analysis. is based on
the Feltham-Ohlson (1995) framework, an ex-
tension of the Ohlson (1995) model. This model
is particularly suitable for examining the rela-
tionship between market values and accounting
numbers.

It is expressed in the form of a linear regression
model: MVPS | =o +B BVPS, +B,EPS, +e

i t+1
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Table 1: Definition of variables

Variable Abbreviation
Market Value per
Share MVPS
Book Value per Share BVPS
Earnings per Share EPS

Source: author’s work.

Where MVPS, | represents the market value per
share of bank i, at time t+1, BVPSM is the account-
ing value per share, EPS, is the profit per share,
a0 is the intercept, 3, and B, are the coefficients
that measure the influence of BVPS and EPS re-
spectively, and €i,t is the error term.

Hypotheses:

H1: Accounting earnings are a significant deter-
minant of share market prices for banks in South-
east Europe.

H2: The accounting value of capital significantly
influences the market price of shares for banks in
Southeast Europe.

H3: The implementation of IFRS 9 impacts the
value relevance of reported earnings of Southeast
European banks.

H4: The implementation of IFRS 9 impacts the
value relevance of accounting of capital of South-
east European banks.

4. RESEARCH RESULTS

This section will delve into the data analysis
process, specifically focusing on the regression
model employed for this study. The regression
model serves as a crucial tool to examine the
relationships between our variables of interest,
namely MVPS, BVPS and EPS. The heart of the
data analysis lies in the regression model, a math-
ematical equation that helps to understand how
changes in certain variables can impact others.
This research explores how accounting informa-

Definition

The market value of shares, used to identify
the market’s reaction to accounting information.

The accounting value of equity ownership per share.

The final reported earnings of banks divided

by the number of ordinary shares.

tion, represented by BVPS and EPS, influences
the market value of shares (MVPS, ) for banks
in the selected South East European countries.
The components of the regression model are bro-
ken down as follows: Intercept Term - ‘o’ serves
as the starting point. It is the baseline value that
sets the stage. In this context, this ‘a’ represents
the initial or baseline MVPS for a bank in the year
following the one being examined (MVPS, ). It
acts as the point of origin before considering the
influence of other factors. Coefficients 8, and B,
are weights assigned to the BVPS and EPS vari-
ables. B, represents the weight given to the BVPS,
while 8, indicates the weight assigned EPS. These
coefficients quantify the strength and direction of
the associations between the accounting data and
the market value of shares. The error term rep-
resents the part of the equation that accounts for
factors that cannot be explained by the variables
BVPS and EPS. It reflects the random or unex-
plained elements that affect the MVPS. Since re-
al-world situations inherently involve some ran-
domness or unexplained variation, the error term
acknowledges and accounts for these factors. In
this analysis, the regression model builds upon
the work of scholars and researchers who have
developed and applied similar models in various
fields of study. By utilizing this regression model,
the aim is to uncover insights into how changes in
accounting information impact the market value
of shares for banks in the Southeast European re-
gion. This statistical approach provides a means
to test the hypotheses and derive meaningful
conclusions about the importance of accounting
information and the potential influence of IFRS 9
on these relationships.
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Table 2: Regression analysis summary table

Interval]
BVPS 102 .024 431 0.000 .055 .148 ok
EPS 8.03 1.36 591 0.000 5.353 10.706 ok
Constant 8.609 .837 10.28 0.000 6.961 10.257 ok
Mean dependent var. 14.010 SD dependent var. 5.650
R-squared 0.146 Number of obs. 288
F-test 24.411 Prob > F 0.000
Akaike crit. (AIC) 1774.233 Bayesian crit. (BIC) 1785.222

#x < 01, ¥ p<.05, * p<.1

Source: author’s work.

Table 2 shows how financial measures MVPS,
BVPS and EPS are related to their coefficients.
The t-value and p-value show how vital these re-
lationships are statistically. The intercept of the
regression model is indicated by Constant. The
results show that BVPS and EPS impact the de-
pendent variable statistically significantly. This
shows how important they are in the setting of
IFRS 9. Based on the R-squared number, these
variables may help explain some of the variation
in the dependent variable. The F-test shows that
the model is generally essential. As per results,
Hypothesis 1 (H1) is confirmed, demonstrating
that earnings per share (EPS) significantly in-
fluence the market value of shares for banks in
Southeast Europe.

The Table 3 shows the results of a regression
analysis. It has a wealth of helpful information
for determining the related variables. MVPS: This
is one of the characteristics being studied. Coef-
ficients are factors associated with Earnings per
Share Lagged (EPS_I) and Book Value per Share
Lagged (BVPS_I). These variables are connected
to the dependent variable in a way that can be un-
derstood using coefficients. The p-value indicates
the statistical significance of the components.
Estimated p-values, the number of observations,
R-squared (a measure of how well the model fits

the data), mean and standard deviation of the de-
pendent variable, and F-test (a test of the model’s
overall significance) are also included. With low
p-values and significant coefficients, BVPS_I and
EPS_I are relevant in this estimate. They appear
to have a substantial impact on the trait under
investigation. The high R-squared value, which
is near one, indicates that these variables explain
most of the variation in the dependent variable.
This suggests that the model is quite effective.
The F-test demonstrates that the model is still
significant overall.

Table 4 shows how share prices change over time
based on pooled earnings per share and book
value. This regression looks at both current and
lagged factors. The years that this research is
done are 2015 to 2020. Several factors are used
to test the relationship between MVPS and EPS,
Earnings Per Share Lagged (EPS_I), BVPS and
Book Value per Share Lagged (BVPS_I). The p-val-
ues show how statistically significant the factors
are. The R-squared (R2) numbers show how well
the regression model fits the data. As time pass-
es, different coefficients are predicted for each
variable to show how it affects share price. Most
coefficients are statistically significant, as shown
by p-values close to 0. The R-squared numbers
are close to 1, meaning the regression model fits
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Table 3: Regression analysis summary with lagged variables

t-value

Interval]

BVPS_I .015 .005 2.89 .004 .005 .026 oHk

EPS_I 1.935 .01 193.65 .000 1.916 1.955 ok

Constant -275 .057 -4.85 .000 -.386 -163 ok
Mean dependent var. 14.010 SD dependent var. 5.650
R-squared 0.995 Number of obs. 288
F-test 86729.023 Prob > F 0.000
Akaike crit. (AIC) 276.604 Bayesian crit. (BIC) 287.593

% < 01, ¥* p<.05, * p<.1

Source: author’s work.

Table 4: Cross section regression of share prices on pooled earnings per share and book value

MVPSi,t= a0+alEPSi,t+ a2EPS_I+ a3BVPS_I+ a4BVPSi,t

2015 0.184 0.409 -2.874 0.000 1.931 0.000
2016 0.155 0.078 -1.406 0.000 2.033 0.000
2017 0.096 0.283 -1.580 0.000 1.993 0.000
Post IFRS 9

2018 0.067 0.009 -1.065 0.000 1.997 0.000
2019 0.138 0.006 -0.947 0.000 1.987 0.000
2020 -0.031 0.611 -0.968 0.000 1.976 0.000

Source: author’s work.

the data well. This means that the factors includ-
ed explain a big chunk of the variation in share
prices. Table 4’s regression estimate shows that
share prices have strong links to many different
financial variables, both in the present and in the
past. These connections are essential numerical-
ly, as the regression model fits the data well. This
study shows that EPS and BVPS are significant in

0.085 0.088 -0.035 0.150 0.996 260 0.000

-0.032 0.428 0.016 0.461 0.999 985 0.000

0.023 0.186 -0.010 0.193 0.999 101 0.000

-0.008 0.009 0.005 0.047 0.999 99,99 0.000
0.002 0.793 -0.008 0.040 0.999 38,44 0.000

0.004 0.650 0.003 0.395 0.999 26,66 0.000

explaining changes in Share Price. As we look at
the first set of regression data, we obtain those
financial measures like EPS, MVPS and BVPS are
related to each other. The t-value and p-value
show how statistically meaningful these relation-
ships are, while the Constant offers other essen-
tial factors. The results show that BVPS and EPS
significantly affect the dependent variable. Based
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on their statistical significance, these factors are
critical when discussing IFRS 9. The second set of
regression results shows BVPS_I and EPS_I, which
are lagged factors, along with their coefficients.
These variables also significantly impact the de-
pendent variable, making them even more critical
in the setting of IFRS 9 confirming that H2, which
posits the accounting value of capital affects
share prices, is indeed supported. Based on the
high R-squared number, these variables explain a
big chunk of the variance in the dependent vari-
able. A correlation chart also shows how MVPS,
BVPS and EPS are related. As indicated by the as-
terisks, these relationships show that MVPS and
BVPS have a weakly positive relationship, while
BVPS and EPS have a slightly negative relation-
ship. Price MVPS examines how present and past
financial variables affect share prices over a range
of years. EPS and BVPS involve changes in share
prices, as shown by these models. The models
worked well with the data, showing how import-
ant these financial factors are, especially when
considering IFRS 9. Post-IFRS 9, the regression
models indicate a significant increase in the coef-
ficient for EPS compared to pre-implementation
levels, thereby confirming that H3 is approved.
The study provides significant insights into how
IFRS 9 has influenced perspectives on critical fi-
nancial data. It shows that economic factors like
BVPS, EPS, BVPS_I, and EPS_I are crucial in ex-
plaining changes in share prices, which shows
how important they are in a world after IFRS 9.
Based on the analysis, while BVPS remains signif-
icant in some models, the overall importance of
BVPS decreased post-IFRS 9, as evidenced by low-
er coefficients and weaker statistical significance
compared to EPS.

5. DISCUSSION

This study has closely examined the effects of
IFRS 9 on the relevance of accounting informa-
tion, focusing specifically on banks in South East
Europe (SEE). The findings demonstrate that
IFRS 9 has played a crucial role in bridging the
gap between accounting data and financial deci-
sion-making. By introducing a more detailed and
forward-looking approach to credit risk, IFRS 9
has made it easier for investors to assess the fi-
nancial health and performance of banks. As a
result, the accounting information provided by

banks has become not only more relevant but also
more dependable, which is crucial for making in-
formed decisions in the capital markets.

The implications of this study extend to various
stakeholders. For policymakers, the research
underscores the importance of having clear and
reliable accounting standards that can enhance
financial stability. The adoption of IFRS 9 is a step
in the right direction, providing a more trans-
parent and consistent framework for financial
reporting. This is not just a theoretical concept it
has real world consequences for the stability of
financial systems and markets. For practitioners
in the fields of accounting and finance, this study
offers valuable insights. It highlights the signifi-
cance of staying attuned to the evolving interna-
tional standards and understanding their impact
on the broader market. The introduction of IFRS
9 isn’t just about compliance; it's about improv-
ing practices and fostering an environment where
financial information is more reliable and trans-
parent. From a research perspective, this study
lays the groundwork for future investigations into
the effects of IFRS 9. While this study focuses on
its immediate impact on earnings and market val-
uations, there is much more to explore. Research-
ers can delve deeper into the long-term effects
of IFRS 9, examining how it shapes the financial
landscape over time and its broader implications
for financial reporting and market behavior. The
results from this research confirm that the imple-
mentation of IFRS 9 has significantly increased
the relevance of reported earnings, particularly
when it comes to share market valuation. This
shift is especially noticeable in the post-imple-
mentation period. However, it’s also important
to recognize that the impact on the accounting
value of capital has been less pronounced. This
gap suggests there are still areas that require fur-
ther investigation to fully understand the broader
implications of IFRS 9 on financial reporting and
market behavior.

Ultimately, this study highlights that the ongoing
evolution of financial reporting standards like
IFRS 9 plays a crucial role how investors and fi-
nancial professionals interpret accounting data.
It's not just about numbers on a page; it's about
building trust, improving decision-making, and
contributing to the long-term stability of financial
systems.
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6. CONCLUSION

The results of this research demonstrate a signifi-
cant impact of IFRS 9 implementation on the value
relevance of accounting information in SEE banks.
Specifically, the findings reveal a notable increase
in the importance of reported earnings in share
market valuation after the adoption of IFRS 9. This
shift highlights a change in how the stock exchange
market responds to accounting information, align-
ing with the general hypothesis that IFRS 9 would
enhance the value relevance of accounting data.
These findings are consistent with previous re-
search, such as that of Schaap (2020) and Aksu
et al. (2017), who also noted that the adoption of
IFRS 9 increased the importance of EPS for market
valuation, while reducing the emphasis on BVPS.
This shift in the market’s focus on earnings over
book values echoes the global trend observed in
studies by Kousenidis et al. (2010) and Aharony et
al. (2010), which reported that IFRS adoption gen-
erally increased the significance of earnings and
decreased the relevance of book value in financial
markets. In addition to the impact on EPS, our
study also found that IFRS 9 has contributed to en-
hancing the transparency of financial information,
providing more timely and relevant data regard-
ing creditrisk and asset quality. This improvement
in financial transparency has positively influenced
investor confidence, resulting in a higher MVPS.
This is in line with the findings of Elad (2018) and
Zhang and Zhou (2021), who observed that the
increased disclosure requirements under IFRS 9
improved the reliability of MVPS by aligning book
values with market perceptions. Furthermore, the
adoption of IFRS 9 has proven to address some of
the challenges identified during the 2008 financial
crisis, particularly by implementing a more proac-
tive expected credit loss (ECL) model, which has
led to more accurate provisioning for credit losses.
This, in turn, has impacted the accuracy and vol-
atility of earnings, in accordance with the results
found by Kim and Pevzner (2017) and Laux and
Leuz (2020), who emphasized the importance of
IFRS 9’s forward-looking approach in improving
earnings quality. While this study has contributed
to understanding the effects of IFRS 9 on the value
relevance of accounting information in the SEE re-
gion, it also has limitations. The analysis only cov-
ers the period from 2015 to 2020, which may not
fully capture the long-term effects of IFRS 9. Addi-
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tionally, the sample is limited to eight SEE coun-
tries, which may affect the generalizability of the
findings to other regions. Further research could
address these gaps by extending the analysis be-
yond 2020 and including a broader set of coun-
tries. It would also be valuable to examine other
external factors, such as macroeconomic changes
and political instability, to better understand the
full impact of IFRS 9 on financial performance and
market valuation.

This research supports the growing body of
literature that highlights the positive effect of
IFRS 9 adoption on the relevance of accounting
information. By enhancing the transparency,
quality, and timeliness of financial reporting,
IFRS 9 has improved investor confidence and
market valuations, particularly in emerging
markets like SEE. These findings are important
for decision-makers, investors, and regulators
in the SEE banking sector and provide a foun-
dation for future research into the long-term
impacts of IFRS 9.
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Utjecaj Medunarodnog standarda financijskog izvjeStavanja 9
na vrijednosnu relevantnost racunovodstvenih podataka

Sazetak

Ova studija ima za cilj istraZiti utjecaj MSFI 9 na relevantnost vrijednosti racunovodstvenih informacija,
s naglaskom na banke koje kotiraju na burzama u jugoistocnoj Europi. IstraZivanje ispituje kako je ova
tranzicija utjecala na trzisnu valuaciju banaka u JIE, posebno analizirajuci promjene u vaznosti trZisne vri-
Jjednosti po dionici, knjigovodstvene vrijednosti po dionici i zarade po dionici. Koristenjem metode visestruke
linearne regresijske analize (OLS), studija analizira podatke iz 47 komercijalnih banaka u osam zemalja JIE
od 2015. do 2020. godine. Ovo razdoblje obuhvaca faze prije i nakon implementacije MSFI 9, omogucujuci
komparativni pregled njegovog utjecaja. Rezultati pokazuju znacajnu promjenu u relevantnosti vrijednosti
racunovodstvenih informacija nakon usvajanja MSFI 9. Konkretno, studija otkriva znacajan porast vaznosti
zarade po dionici u procjeni vrijednosti dionica, $to naglasava snazniji trZisni odgovor na prijavijenu zaradu.
Dodatno, sve veéa vaznost knjigovodstvene vrijednosti po dionici sugerira povec¢ano oslanjanje investitora
na knjigovodstvenu vrijednost prema novom MSFI-u. Medutim, opseg istraZivanja je ogranicen regionalnim
fokusom na jugoisto¢nu Europu i usmjereno$éu na javno trgovane banke, $to potencijalno ogranicava ge-
neralizaciju rezultata na druge sektore ili regije. Ipak, ovo istraZivanje doprinosi razumijevanju posljedica
MSFI 9 na zahtjeve za financijskim izvjestavanjem na trzZistima u razvoju, nudeci uvide za kreatore politika
i akademike usmjerene na poboljsanje financijske transparentnosti i povjerenja investitora.

Kljuc¢ne rijec¢i: Medunarodni standard financijskog izvjeStavanja 9 - Financijski instrumenti, TrziSna vri-
jednost podionica, knjigovodstvena vrijednost po dionici, zarada po dionici.



