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		Abstract

		The accruals anomaly - the negative relationship between accounting accruals and subsequent stock returns - has been well documented in the academic and practitioner literatures for almost a decade. To the extent that this anomaly represents market inefficiency, one would expect sophisticated investors to learn about it and arbitrage the anomaly away. Yet, we show that the accruals anomaly still persists and its magnitude has not declined over time. While we find that institutional investors react promptly to accruals information, it is clear that their reaction is rather weak and is primarily characteristic of active investors who constitute a minority of institutions. The main reason: Extreme accruals firms have characteristics which are unattractive to most institutional investors. Individual investors are by and large unable to profit from trading on accruals information due to the high transaction and information costs associated with implementing a consistently profitable accruals strategy. Consequently, the accruals anomaly persists, and will probably endure. 


	

	

	
		
		


	

	
	

		
		

	
	


	

	
	
	
		
	
	
	

	
	
	

	
    

    
	

	
	
	

	
	

























    	
	
	
	
   	
	
	
	
	
	            
	















	











    
    










    
    
    
    
















	






	
		Suggested Citation:
		Suggested Citation
	

	
		
			Lev,  Baruch Itamar and Nissim,  Doron, The Persistence of the Accruals Anomaly (April 2004). NYU Working Paper No. 2451/27466,  Available at SSRN: https://ssrn.com/abstract=1280687
		
	

	

	
	
	

	
		
	

	

	
	
		

	










    
    










    
    
    
    





















	

	


	























	
	

		

		

		
		
		

		
		
			
				
					
						Baruch Itamar Lev (Contact Author)

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
					
					[image: New York University - Stern School of Business]
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				New York University - Stern School of Business  ( email )

			

			
			
				
				
				
					40 West 4th Street, Suite 400
New York, NY  10012
United States
212-998-0028 (Phone)
212-995-4001 (Fax)

				

				
			

			
				
				
					HOME PAGE: http://www.baruch-lev.com
				

			

		

		
	

	

	
	

		

		

		
		
		

		
		
			
				
					
						Doron Nissim

					
			
		

		
		
		
		

		
		
			
				
					
					
					
					
					
					
					
					
					
						
					
					[image: Columbia University - Columbia Business School]
				
			

			
				
				
				
					
					
					
					
				
					
					
					
						
					
				
			

			
				Columbia University - Columbia Business School  ( email )

			

			
			
				
				
				
					NY
United States
212-854-4249 (Phone)

				

				
			

			

		

		
	

	





	

	

	
	
		
	

	

	
	




				
				
				









	
	    












    
    






    
    







    









    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    




















	














	
	    







 



	




	







	







































				

				

				
					
						

						
						

						

						
						

					
				

			


			
				
					
						
						
	










	
	    














	
	    














	
	    







	
		Do you have negative results from your research youâ€™d like to share?

		
			

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit Negative Results
                    
                
            

        
    
        
    
		

	



					

				
				
					
					


	












	
	
	








	
		
			Paper statistics

		

	


	
		
		 
			
				Downloads

				      308

			

		
		
		
			Abstract Views

			    1,830

		

		
		 
		
			Rank

			   10,154

		

		
	


	
		
            
            	       10 Citations
		

	

	
		
			
				       16 References
		

	



	
		PlumX Metrics

		
			
		

		
			
		

	





				


				
				
				
					

    
        
            Related eJournals

        	
                    Columbia Business School Research Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Columbia Business School Research Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            6,085

                                    

                                    
                                        PAPERS

                                            2,218

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Oded Netzer at Columbia University - Columbia Business School, Marketing

                                    

                                
                            

                        

                    

                
	
                    Capital Markets: Market Efficiency eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Capital Markets: Market Efficiency eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            2,918

                                    

                                    
                                        PAPERS

                                           23,377

                                    

                                

                                
                            

                        

                    

                


            

            
                
                

                	
                    S&P Global Market Intelligence Research Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                S&P Global Market Intelligence Research Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            2,570

                                    

                                    
                                        PAPERS

                                           40,899

                                    

                                

                                
                            

                        

                    

                
	
                    Accounting Education eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Accounting Education eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            2,540

                                    

                                    
                                        PAPERS

                                            1,549

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Ross L. Watts at Massachusetts Institute of Technology (MIT) - Sloan School of Management

                                    

                                
                            

                        

                    

                
	
                    IO: Firm Structure, Purpose, Organization & Contracting eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                IO: Firm Structure, Purpose, Organization & Contracting eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                            1,073

                                    

                                    
                                        PAPERS

                                           12,803

                                    

                                

                                
                            

                        

                    

                
	
                    Applied Accounting - Practitioner eJournal

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                Applied Accounting - Practitioner eJournal

                                
                                    Subscribe to this fee journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                              986

                                    

                                    
                                        PAPERS

                                            2,852

                                    

                                

                                
                            

                        

                    

                
	
                    New York University Stern School of Business Research Paper Series

                    
                        
                        

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Follow
                    
                
            

        
    
        
    

                        

                        
                            

                            
                            
                                New York University Stern School of Business Research Paper Series

                                
                                    Subscribe to this free journal for more curated articles on this topic
                                

                                
                                    
                                        FOLLOWERS

                                               42

                                    

                                    
                                        PAPERS

                                            3,437

                                    

                                

                                
                                    
                                        This Journal is curated by:

                                        Panagiotis G. Ipeirotis at New York University - Leonard N. Stern School of Business

                                    

                                
                            

                        

                    

                



                
            

            
        
        
        
                 
        
        

    


				


				
					
					

















    
        
            Recommended Papers

            	
                        
                        

                        
                        
                        Accrual Reliability, Earnings Persistence and Stock Prices

                        
                            By
                                
                                
                                    
                                    Scott A. Richardson, 
                                    
                                
                                    
                                    Richard G. Sloan, ...
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Accrued Earnings and Growth: Implications for Earnings Persistence and Market Mispricing

                        
                            By
                                
                                
                                    
                                    Patricia M. Fairfield, 
                                    
                                
                                    
                                    Scott Whisenant, ...
                                    
                                
                            

                        
                        
                    
	
                        
                        

                        
                        
                        Insider Trading, Earnings Quality, and Accrual Mispricing

                        
                            By
                                
                                
                                    
                                    Mark E. Vargus
                                     and 
                                
                                    
                                    Messod D. Beneish
                                    
                                
                            

                        
                        
                    


                    
                        	
                            
                            

                            
                            
                            Inventory Changes and Future Returns

                            
                                By
                                    
                                    
                                        
                                        Jacob K. Thomas
                                         and 
                                    
                                        
                                        Huai Zhang
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Why is the Accrual Anomaly Not Arbitraged Away?

                            
                                By
                                    
                                    
                                        
                                        Christina A. Mashruwala, 
                                        
                                    
                                        
                                        Shivaram Rajgopal, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Value-Glamour and Accruals Mispricing: One Anomaly or Two?

                            
                                By
                                    
                                    
                                        
                                        Hemang Desai, 
                                        
                                    
                                        
                                        Shivaram Rajgopal, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            Accruals and Future Stock Returns: Tests of the Naive Investor Hypothesis

                            
                                By
                                    
                                    
                                        
                                        Ashiq Ali, 
                                        
                                    
                                        
                                        Lee-seok Hwang, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Implications of Accounting Distortions and Growth for Accruals and Profitability

                            
                                By
                                    
                                    
                                        
                                        Scott A. Richardson, 
                                        
                                    
                                        
                                        Richard G. Sloan, ...
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Persistence of Earnings and Cash Flows and the Role of Special Items: Implications for the Accrual Anomaly

                            
                                By
                                    
                                    
                                        
                                        Patricia Dechow
                                         and 
                                    
                                        
                                        Weili Ge
                                        
                                    
                                

                            

                            
                            
                        
	
                            
                            

                            
                            
                            The Differential Persistence of Accruals and Cash Flows for Future Operating Income Versus Future Return on Assets

                            
                                By
                                    
                                    
                                        
                                        Patricia M. Fairfield, 
                                        
                                    
                                        
                                        Scott Whisenant, ...
                                        
                                    
                                

                            

                            
                            
                        



            
            
                 
            
        

    

				

			

		


		
				
					Feedback
					
				

			

			


	
		
		Feedback to SSRN

		
			
				
					Feedback
					 (required)
				
				
			

			
				
					Email
					 (required)
				
				
			

			
				Submit
				
			
		

		

		If you need immediate assistance, call 877-SSRNHelp (877 777 6435) in the United States, or +1 212 448 2500 outside of the United States, 8:30AM to 6:00PM U.S. Eastern, Monday - Friday.

	







	

	
	
		
		

	




	
	





  
  

	
	
		
	


	
	
		
			
			
		
	
		
			
				
			
			
		
	


	
	
	






		
		














	
		
			
				
                    

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Submit a Paper
                    
                        
                    
                
            

        
    
        
    
					Section 508 Text Only Pages
				

			
			
				SSRN Quick Links 

					SSRN Solutions
	Research Paper Series
	Conference Papers
	Partners in Publishing
	Jobs & Announcements
	Special Topic Hubs


			

			
				SSRN Rankings 

					Top Papers
	Top Authors
	Top Organizations


			

			
				About SSRN 

					Network Directors
	Announcements
	Contact us
	FAQs


			

			
		

			
	
	


		
			
				
			

			
				
					Copyright
					Terms and Conditions
					Privacy Policy
				

				
					All content on this site: Copyright Â© 2023 Elsevier Inc., its licensors, and contributors. All rights are reserved, including those for text and data mining, AI training, and similar technologies. For all open access content, the Creative Commons licensing terms apply.

					We use cookies to help provide and enhance our service and tailor content.

					To learn more, visit
					Cookie Settings.
					
						
							
							This page was processed by aws-apollo-l200 in   0.126 seconds 
						
					
					

				

			

			
				
			

		

	









	
		
		
		
		


    
        
        
        

        
        
                
                
                    
                
            
    

    

    


		






    























    




    








	


		[image:  ]

		
		
		
		
		
		
		
		
		
		
	

