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Abstract

The aim of this study is to investigate the relation between operating
cash flows based on five-section model and return on investment based
on four-section model of cash flow statements with the earnings
persistence. The sample consists of 171 firms listed in Tehran Stock
Exchange during a 6 years period from 2008 to 2014. Data analysis is
performed through Eviews software, consolidated structure (panel) ,
generalized least squares method (GLS) , weighted cross section
framework, and using time fixed effects. The results show that both
operating cash flows based on five-section model and returns on
investment based on four-section model have positive significant effects
on earning persistence. As a comparative result, return on investment
based on four-section model has more effects on earning persistence than
operating cash flows based on five-section model. According to the
results, financial decision makers and analysts can more correctly test
earning persistence of firms by simple changes and simply arranging
some elements and converting operating cash flows based on five-section
model into return on investment based on four-section model.

Keywords: operating cash flows based on five-section model, return on
investment based on four-section model, earnings persistence
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