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Abstract

The purpose of this study is to investigate the relationship between the predicted and
actual earnings per share overstating net operating assets in the petrochemical
industry listed in the Iranian stock exchange. This study examines the conditions
under which balance sheet inflation restricts the use of discretionary accruals for
additional earnings management. In this study, using the logit regression method,
680 observations of 40 Iranian listed petrochemical companies from 2006 to 2023
were examined. The results show that there is a positive and significant relationship
between the downward forecast earnings per share and the overvaluation of net
operating assets. In addition, a positive and significant relationship was found
between actual earnings management and the overstatement of net operating assets.
These results suggest that when firms are subject to restrictions on the use of
discretionary accruals, the likelihood of actual earnings management and downward
earnings guidance increases to avoid the reporting of unexpected negative earnings.
Keywords: Earnings forecasting, Earnings management, Operating assets, Balance
sheet, Cost of production.
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