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ABSTRACT

	This paper explores the value relevance of accounting information by studying the efficiency of selected accounting metrics to explain stock price fluctuations of select companies in the National Stock Exchange Nifty-50 index. The main objective of this study is to empirically assess the individual and combined explanatory power of earnings per share (EPS) and book value per share (BVPS) in determining the stock prices of a final sample of 24 companies from 2016-2017 to 2024-2025. The period of the study coincides with the period of accounting reforms introduced through the adoption of Indian Accounting Standards (Ind AS) in India. The research uses the Ohlson (1995) price regression model to establish the statistical relationship between stock prices and key accounting variables through the use of both annual cross-sectional data and the pooled panel data. The study also examines the change in value relevance over the nine-year period to detect any change in the information content of accounting data over the period. The results show that book value per share has a significant and higher explanatory power of stock price movement compared to the explanatory power of earnings per share for the sample companies. However, the combined regression model which includes both the variables (EPS and BVPS) provides better explanatory power as compared to models with individual variables. The results indicate that in India accounting information still plays a meaningful role in the determination of stock prices. This research contributes to the value relevance literature as it presents recent evidence from the Indian capital market, and provides some insights for investors, regulators and standard-setters regarding the continued importance of traditional accounting metrics in equity valuation processes.
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1. INTRODUCTION
1.1. Background of the study
Information contained in financial statements is referred to as accounting information. Value relevance is how well the financial statement figures, such as earnings per share and book value per share, are able to capture stock prices or stock returns fluctuations (Karğın, 2013). It is an important measure of the usefulness of accounting information by investors and other users of accounting information (Barth et al., 2001). Accounting information is said to be value relevant when it affects the user's economic decision making by helping them update their previous evaluation of a company. Researchers measure value relevance by looking at the statistical relationship between the accounting numbers from the balance sheet and from the income statement with respect to the market value of the company (Francis & Schipper, 1999; Saudiye, 2012). Financial statements are created to present an accurate and honest representation of a company's financial status and performance. As investors use this information to make predictions about stock prices and make investment decisions, the accuracy of the financial statement figures needs to be verified. If accounting information does not reveal any significant relationship with stock returns, then it loses its usefulness and relevance. Value relevance studies attempt to assess the predictive power of accounting variables by calculating adjusted R2 of regression models. Although research shows that value relevance has improved generally over time with the better disclosure standards and more conservative accounting practices, different factors can affect its level. These include the growth of intangible assets, the adoption of fair value accounting under IFRS and differences across the industries (Barth et al., 2017). India has experienced major developments in its financial reporting scenario and has moved from Indian Generally Accepted Accounting Principles (IGAAP) to Indian Accounting Standards (Ind AS), which has been converged largely with the International Financial Reporting Standards (IFRS). This shift was intended to increase the comparability and the transparency of the financial statements, which in turn has an influence on the value relevance of accounting information (Bhatia & Mulenga, 2019). Continuous evaluation is therefore needed to ensure that financial reporting aids in efficient allocation of capital. Value relevance study helps investors to find meaningful metrics for decision making. This work seeks to examine the value relevance of key accounting metrics in the Indian context. It uses an analysis of the extent to which accounting data, such as earnings and book value of equity, are associated with stock prices.
1.2 Research Problem
Although accounting information is widely used in investment decision-making, there is an on-going debate about the degree to which conventional accounting information is incorporated into market valuation of firms. Investors tend to use financial indicators like earnings per share (EPS) and book value per share (BVPS) when evaluating firm performance and determining the real value of shares. These accounting numbers are expected to provide relevant information about profitability and the net worth of a company and therefore, influence the price of stocks in the capital market. However, with the increased complexity of financial reporting, the increased importance of intangible assets, and the changing dynamics of the markets, there is a question as to whether these traditional accounting variables are still effective at explaining stock price movements. Although several studies have examined the value relevance of accounting information in different markets, empirical evidence in regards to the comparative explanatory power of EPS and BVPS in the Indian capital market has been mixed and at times inconclusive. Therefore, the major research problem of the present study is to examine whether the earnings per share and book value per share significantly explain the stock prices of selected Nifty-50 companies and to assess their individual as well as combined value relevance.
1.3 Literature Review
Research on the value relevance of accounting information has gained significant momentum particularly after the accounting standard reform in India. Value relevance studies analyze the determinants of stock prices by examining the explanatory power of financial statement variables such as earnings per share (EPS) and book value per share (BVPS) of the company.
Mir & Butt (2025) conducted a study on the top 30 companies listed on BSE SENSEX concluded that EPS and BVPS are both significantly related to share price changes in the Indian stock market during the period 2015-2019 indicating the presence of value relevance of key accounting information metrics. EPS exhibited higher explanatory power compared to BVPS which highlights the primacy of earnings performance in valuation decisions by investors. Rao et al., (2023) compared the value relevance of accounting information between pre and post implementation of Indian Accounting Standards (Ind AS) for Nifty 50 firms for 2011-2022. The authors reported that the accounting information retains its value relevance in both periods but BVPS and net cash flow from investing activities exhibited high explanatory power in explaining share prices but some profit measures have lost significance following Ind AS reflecting changing investor response towards accounting disclosures in new reporting framework. Vohra et al., (2025) studied the explanatory power of EPS and BVPS jointly and separately from 2015-2019 for the top 30 BSE SENSEX firms using Ohlson model (1995) on yearly cross sectional and pooled data. The study found that EPS and BVPS jointly account for 55.86% of the variation in stock prices in the pooled data thus provides evidence of good value relevance of accounting variables for equity valuation in Indian market. Specifically, EPS showed more powerful explanatory power than BVPS, which emphasizes the emphasis of investors on earnings performance. Srivastava & Muharam, (2021) performed a study spanning the years of IFRS convergence (2015-2019) based on 3440 firm year observations confirmed that both earnings and book values remained statistically significant in explaining stock prices although the value relevance of earnings increased as time progressed while that of BVPS declined. Yearly adjusted R squared estimates revealed that EPS explanatory power rose but the power of BVPS declined during the IFRS transition. Jain & Rao, (2022) showed that the value relevance of accounting information is enhanced by the enhanced reporting environment with Ind AS implementation. The results suggest that there are stronger links between share price and key accounting variables post adoption, though the relative impact of book value may reduce relative earnings impact. Indian research reinforces the point that accounting information is still statistically relevant in stock valuation and regulatory changes like Ind AS affect the magnitude of this informational relevance over time.
1. 4 Research Gap
While many studies on the value relevance of accounting information have been conducted in India, they usually refer to shorter timeframe, usually considering information around the period of the adoption of Indian Accounting Standards (Ind AS). These studies tend to offer a limited scope of analysis, mostly comparing before and after adoption without a detailed probing of the long-term impact of Ind AS adoption on value relevance. Also most research mainly focuses on the immediate effects of Ind AS adoption not considering the evaluation of the long term impact on the following years. This study seeks to address these gaps by offering a comprehensive study that goes beyond the first phase of adoption. It analyzes value relevance of accounting information for all the years since the Ind AS adoption, and provides a more comprehensive picture of its long-term impact. Additionally, this study is unique in being focused on the post-Ind AS adoption period, with year-by-year value relevance changes in addition to a pooled data analysis. By including both pre- and post-COVID time periods, it also adds to the understanding of the role of external shocks, such as the pandemic, that may have impacted the relationship between accounting information and market valuation.
1. 5 Objectives of the Study
a) To ascertain the individual and combined value relevance of accounting information represented by EPS and BVPS on stock price on the panel data of selected Nifty-50 companies for the FY 2016-17 to FY 2024-25.
b) To observe the change in value relevance of accounting information of the select Nifty-50 companies over the period of study.
2. METHODOLOGY
This study aims at examining the separate and joint predictive capacity of Earnings per Share (EPS) and Book Value per Share (BVPS) in explaining stock prices, for a sample of 24 companies from the financial year 2016-2017 to 2024-2025. The research uses the Ohlson (1995) price regression model to determine the statistical relationship between the stock prices and their important accounting variables using annual cross-sectional data and pooled panel data. A panel data analysis was done on 216 firm year observations to reach at conclusion. The sample for the study was taken from the companies present in the Nifty-50 Index, excluding the companies of banking, insurance and financial sector because of their specific industry regulations. Additionally, firms with missing data were removed from the sample, leaving a final sample of 24 companies. Data for this research was gathered from the annual reports of the firms, corporate database PROWESS and websites such as NSE and Moneycontrol. The research uses the model in Ohlson (1995) price regression to investigate the value relevance of EPS and BVPS. The statistical significance of the model is checked using pooled Ordinary Least Squares (OLS) regression with every accounting variable (EPS and BVPS) as an independent variable and stock prices (MPSkt) as a dependent variable. The explanatory power of the model is measured by the adjusted R-squared (Adj. R2) which measures how much of the variance in the stock prices is explained by the accounting variables. To assess the individual and combined impact of EPS and BVPS on stock prices, there are three regression models used:
Model1. MPSkt= a0 + a1 EPSkt + a2 BVPSkt + ekt
Model2. MPSkt= b0 + b1 EPSkt + ekt
Model3. MPSkt=c0 + c1 BVPSkt + ekt
Where,
MPSkt = Market price (Adjusted closing price) per share of firm k in the year t after the balance sheet date
EPSkt = Earnings per share for firm k in the year t.
BVPSkt = Book value of equity per share for firm k in the year t.
ekt = Error term for firm k in the year t.
The first model is the price regression model, which was proposed by Ohlson (1995). The second model is applied to determine the individual value relevance of EPS (Earnings per Share). The third model is applied to find the individual value relevance of BVPS (Book Value per Share). The first model is used to measure the value relevance of EPS and BVPS combined. The second and third models are the decomposition of the first model to find out how much variation of the stock price is explained by each variable.

3. DATA ANALYSIS AND INTERPRETATIONS
Based on the outlined methodology, regression analysis was performed on the collected data to examine the value relevance of EPS and BVPS. The regression analysis results and interpretations are presented in this section.
Table 1. Descriptive Statistics of Study Variables
	Variable
	Observations
	Mean
	Std. Dev.
	Minimum
	Maximum

	MPS
	216
	1952.66
	2274.46
	68.30
	12600.35

	EPS
	216
	64.62
	73.08
	-46.75
	452.94

	BVPS
	216
	395.12
	456.64
	25.41
	2871.99


Source: Author’s own computation using STATA
Note: MPS = Market Price per Share; EPS = Earnings per Share; BVPS = Book Value per Share.
The descriptive statistics of the study variables are presented in (Table 1). The mean MPS of the sampled firms is 1952.66 with a standard deviation of 2274.46, indicating considerable variation in stock prices across the firms during the study period. The average earnings per share (EPS) is 64.62, while the average book value per share (BVPS) is 395.12. The minimum EPS value is −46.75, suggesting that some firms experienced negative earnings during certain periods. Overall, the descriptive statistics indicate substantial variability in the accounting information and market valuation of the sampled firms.
Table 2. Correlation Matrix
	Variable
	MPS
	EPS
	BVPS

	MP
	1.000
	 
	 

	EPS
	0.796
	1.000
	 

	BVPS
	0.814
	0.766
	1.000

	
	
	
	



Source: Author’s own computation using STATA
Note: Correlation coefficients are based on 216 observations.
The correlation matrix is reported in (Table 2). The results indicate a strong positive correlation between MPS and EPS (r = .796) as well as between MPS and BVPS (r = .814). This suggests that firms with higher profitability and stronger net asset positions tend to have higher market prices. The correlation between EPS and BVPS is .766, which is below the commonly accepted threshold for severe multicollinearity. Therefore, both variables can be included simultaneously in the regression model without causing serious multicollinearity issues.
Table 3. Variance Inflation Factor (VIF) Test for Multicollinearity
	Variable
	VIF
	1/VIF

	BVPS
	2.42
	0.413751

	EPS
	2.42
	0.413751

	Mean VIF
	2.42
	


Source: Author’s own computation using STATA

The Variance Inflation Factor (VIF) test was conducted to examine multicollinearity among independent variables in Table 3. The VIF values for BVPS and EPS are 2.42, which are below the threshold level of 5 and tolerance values above 0.10 (0.413751). Therefore, the results indicate that multicollinearity is not a concern in the regression model. As EPS and BVPS are not excessively correlated, both the variables can independently explain stock price.
Table 4. Annual cross-sectional regression and pooled regression results
	Year
	Model-1
	Model-2
	Model-3

	
	MPSkt= a0 + a1EPSkt + a2BVPSkt + ekt

	MPSkt= b0 + b1EPSkt + ekt
	MPSkt=c0 +c1BVPSkt + ekt

	
	Adj R2C
	a1
	a2
	Adj R2EPS
	b1
	Adj R2BVPS
	c1

	2016-17
	0.6767
	12.76025
(P =.034)
	1.697037
(P =.117 )
	0.6522

	20.56247
(P < .001)
	0.6160
	3.693466
(P < .001)

	2017-18
	0.8247

	7.920745
( P =.144) 
	4.200121
( P< .001)
	0.6831
	26.92796
(P < .001)
	0.8142
	4.003887
(P < .001)

	2018-19
	0.6801
	9.139914
(P =..047)
	2.468232
(P =.004)
	0.5420
	19.18958
(P < .001)
	0.6298
	3.62131 
(P < .001)

	2019-20
	0.5882
	8.782516
(P =.011)
	1.014359
(P =.077)
	0.5422
	12.80326
(P < .001)
	0.4611
	2.060923
(P < .001)

	2020-21
	0.6849
	11.06064
(P =.021)
	2.615896
(P =.001)
	0.4868

	21.48608
(P < .001)
	0.6105

	3.645528
(P < .001)

	2021-22
	0.6979
	12.00368
(P =.015)
	2.424419
(P =.002)
	0.5373
	22.43425
(P < .001)
	0.6147
	3.594785
(P < .001)

	2022-23
	0.7228
	10.00415
(P =.029)
	2.579246
(P =.001)
	0.5409
	21.42043
(P < .001)
	0.6665
	3.622132
(P < .001)

	2023-24
	0.8137
	23.9333
(P =.001)
	1.490733
(P =.113)
	0.7989
	32.33004
(P < .001)
	0.6881
	4.508798
(P < .001)

	2024-25
	0.8104
	13.673
(P =.021)
	2.354024
(P =.013)
	0.7559
	26.53478

	0.7656
	4.228525


	Pooled
(2018-2025)
	0.7317

	13.01114
(P<.001)
	2.457843
(P < .001)
	0.6317
	24.76971
(P < .001)
	0.6603
	4.052243
(P < .001)


Source: Author’s own computation using STATA
Notes
Adj R2EPS= Adjusted R2 of EPS
Adj R2BVPS= Adjusted R2 of BVPS
Adj R2C= Adjusted R2 of combined EPS-BVPS

Table 4 shows the result of the annual cross-sectional and pooled regression analysis. The result of the annual cross-sectional analysis shows that Earnings per Share (EPS) and Book Value per Share (BVPS) have positive and statistically significant relationships with market price for every year covered by the study. Notably, the combined EPS-BVPS model was able to show improved explanatory power compared to the individual models, indicating its good ability to explain the dynamics between accounting variables and market price. Among the nine different years analysed, BVPS was more value relevant than EPS in six of those years, while EPS was more relevant only in 2016-17, 2019-20 and 2023-24. The explanatory power of the combined model reached its highest point at 82.47% in 2017-18 and saw a decline in 2019-20 (58.82%) which can be attributed to the effects of the Covid-19 pandemic which disturbed the pattern of earnings and the behaviour of investors. For BVPS, the explanatory power was highest during 2017-2018 (81.42%), and for EPS the highest was in 2023-24 (79.89%) and 2024-25 (75.59%), and this dropped drastically to 48.68% for 2020-21. Furthermore, the magnitude of the coefficient for EPS was consistently higher than that for BVPS, which means that a 1% change in EPS had a greater effect on the market price, or the marginal impact, of EPS is stronger when statistically significant. In the pooled data analysis, the combined EPS-BVPS model again showed the highest explanatory power, with BVPS showing more consistent informational content during the analysis, and EPS having a stronger effect when significant. These results reveal that EPS and BVPS jointly express stock price better but when taken separately, BVPS explains stock price more than EPS but the marginal impact of EPS is stronger than BVPS post accounting reform in India.
Figure 1: Value Relevance of EPS, BVPS and the Combined EPS-BVPS over 9 Year Study Period on 24 firms


The result of the annual cross-sectional analysis as shown in the Table 4 is captured in the Figure 1. The figure presents the Adjusted R2 values of regression models using EPS, BVPS, and the combined EPS-BVPS over the study period. The results indicate that the combined EPS–BVPS model consistently exhibits higher explanatory power compared to the individual EPS and BVPS models in most years. This suggests that the joint consideration of earnings and book value enhances the value relevance of accounting information in explaining market prices.

4. Conclusion
The results are in line with the value relevance in accounting theory, highlighting the importance of EPS and BVPS together in valuing equity (Mir & Butt, 2025; Srivastava & Muharam, 2021). While BVPS was more relevant in most of the years, EPS generated a higher price movement per unit change, and this highlights the market's responsiveness to earnings. This result is consistent with prior studies that also document stronger value relevance of book value compared to earnings (Barth et al., 2023; Karğın, 2013). Periods of lower explanatory power particularly in 2019-20 and 2020-21 coincide with the shock of the Covid-19, confirming the importance of macroeconomic events in explaining financial reporting relevance. The higher value relevance of BVPS can be attributed to the shift from historical cost accounting to fair value measurement under Ind AS (Karğın, 2013). The study period of the research coincides with the post–Ind AS adoption period in India, which significantly enhances the relevance of the study. Furthermore, the use of a relatively long nine-year time frame enables the assessment of the long-term effects of Ind AS adoption on the value relevance of accounting information in India. These insights highlight the importance of context in interpreting accounting information and indicate that investors are likely to gain the most from accounting information when both earnings and book values are considered together in valuing securities. This research contributes to the value relevance literature with contemporary evidence from the Indian capital market showing the changes in value relevance of accounting information of the select Nifty-50 companies over the period of study which coincides with the post Ind AS adoption period in India and provides some insights for investors, regulators and standard-setters regarding the continued relevance of traditional accounting metrics in the equity valuation processes.

[bookmark: _GoBack]ETHICAL APPROVAL
This study is based on publicly available secondary financial data; therefore ethical approval was not required.
References
Barth, M. E., Beaver, W. H., & Landsman, W. R. (2001). The relevance of the value relevance literature for financial accounting standard setting. Journal of Accounting and Economics, 31(1–3), 77–104.
Barth, M. E., Li, K., & McClure, C. G. (2023). Evolution in value relevance of accounting information. The Accounting Review, 98(1), 1–28.
Bhatia, M., & Mulenga, M. (2019). The impact of IFRS adoption on value relevance of financial information: Evidence from India. International Journal of Financial Studies, 7(1), 20.
Francis, J., & Schipper, K. (1999). Have financial statements lost their relevance? Journal of Accounting Research, 37(2), 319–352.
Jain, R. K., & Rao, K. P. V. (2022). Value relevance of financial reports and macroeconomic factors in defining stock price: Evidence from Indian stock markets.
Karğın, S. (2013). The impact of IFRS on the value relevance of accounting information: Evidence from Turkish firms. International Journal of Economics and Finance, 5(4), 71-80.
Mir, A. A., & Butt, K. A. (2025). Value relevance of reported earnings and book value: Evidence from Indian stock market. International Journal of Research in Finance and Management.
Ohlson, J. A. (1995). Earnings, book values, and dividends in equity valuation. Contemporary accounting research, 11(2), 661-687.
Rao, K. P. V., Ibrahim, F., & Tadi, M. S. (2023). Value relevance of financial information: A comparative study of pre- and post-implementation of Indian accounting standards. Investment Management and Financial Innovations, 20(1), 68–76.
Suadiye, G. (2012). Value Relevance of Book Value & Earnings Under the Local GAAP and IFRS: Evidence from Turkey. Ege Academic Review, 12 (3), 301-310.
Srivastava, A., & Muharam, H. (2021). Value relevance of earnings and book values during IFRS convergence period in India. Journal of Financial Reporting and Accounting.
Vohra, B., Patel, K., & Parikh, A. (2025). Value relevance of accounting information: Evidence from India. Asian Journal of Economics, Business and Accounting, 25(6), 235–247.
Value Relevance of EPS, BVPS and the Combined EPS -BVPS over the years

Adj R2C	2016-17	2017-18	2018-19	2019-20	2020-21	2021-22	2022-23	2023-24	2024-25	2018-2025	0.67670000000000252	0.82470000000000065	0.68010000000000093	0.5881999999999995	0.68490000000000095	0.69790000000000108	0.72280000000000144	0.81370000000000064	0.81040000000000001	0.73170000000000168	Adj R2EPS	2016-17	2017-18	2018-19	2019-20	2020-21	2021-22	2022-23	2023-24	2024-25	2018-2025	0.65220000000000156	0.68310000000000082	0.54200000000000004	0.54220000000000002	0.48680000000000084	0.5373	0.54090000000000005	0.79890000000000005	0.75590000000000168	0.63170000000000193	Adj R2BVPS	2016-17	2017-18	2018-19	2019-20	2020-21	2021-22	2022-23	2023-24	2024-25	2018-2025	0.61600000000000144	0.81420000000000003	0.62980000000000191	0.46110000000000001	0.61050000000000004	0.61470000000000191	0.66650000000000065	0.68810000000000093	0.76559999999999995	0.66030000000000144	
