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Abstract

This study examines the impact of International Financial Reporting Standards (IFRS) adoption
on the value relevance of accounting information among listed commercial banks in Nigeria,
covering the period from 2005 to 2023. Using a modified Ohlson model and a panel regression
approach. The study compares pre- and post-adoption periods to assess whether IFRS has
enhanced the usefulness of financial information to investors. The findings reveal that accounting
metrics such as earnings per share (EPS), book value per share (BVPS), and dividends per share
(DPS) show a stronger association with market prices in the post-IFRS era. The study concludes
that IFRS adoption has significantly improved the value relevance of financial statements, and
recommends continued regulatory oversight, audit quality improvement, and investor education.
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Introduction

The evolving global financial architecture credibility and comparability of financial reports which
are critical to investors decision-making and capital market efficiency. High-quality financial
reports ensure the stakeholders are provided with relevant, reliable, and timely information to
evaluate performance and assess future prospects. The International Financial Reporting
Standards (IFRS) have emerged a globally accepted set of principles designed to harmonize
accounting practices across countries (Barth et al., 2008; Ball, 2006). The adoption of IFRS is
particularly relevant in emerging markets where local accounting standards may not adequately
reflect economic realities or meet the needs of international investors.

The Nigeria shifts from the General Accepted Accounting Principles (NGAAP) to IFRS began in
2012, in line with a phase of adoption plan directed by the Financial Reporting Council of Nigeria
(FRCN), which listed companies, including commercial banks, were among the first entities
mandated to adopt IFRS, with full implementation required by 2014. The key players in the
financial system, provide a suitable platform for evaluating whether the transition to IFRS has
yielded improvements in financial reporting quality specifically, the value relevance of accounting
information.

The value relevance of the concept rooted in capital market research, measures the extent to
which accounting figures explain stock prices and investors reactions. This reflects the decision-
usefulness of financial statements, as seen in the statistical association between market value
and accounting variables such as earnings per share (EPS), book value per share (BVPS), and
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dividends per share (DPS) (Beisland, 2009; Ohlson, 1995). The adoption of IFRS is expected to
enhance the transparency, comparability, and credibility of the financial indicators. However,
empirical findings on whether this expectation is realized in developing countries remain mixed,
necessitating further research.

This study investigates the influence of IFRS adoption on the value relevance of accounting
information in the Nigeria banking sector. Prior studies with narrow coverage or limited analytical
depth, adopts a longitudinal approach covering the period 2005-2023. This allows for a robust
pre- and post-adoption comparison and a clearer understanding of IFRS's impact over time.
Ohlson (1995), valuation model, the study assesses the predictive relationship between share
prices and accounting information among listed commercial banks in Nigeria.

Purpose of the study

To examine the value relevance of accounting information (EPS, BVPS, DPS) during the pre-
IFRS adoption period (2005-2011).

To evaluate the value relevance of accounting information during the post-IFRS adoption period
(2012-2023).

To assess whether there is a significant difference in the value relevance of accounting
information before and after IFRS adoption.

Research Hypotheses

Ho:: There is no significant relationship between EPS and Value Relevance in Accounting
Information in the pre-IFRS period.

Ho2: There is no significant relationship between BVPS and Value Relevance in Accounting
Information in the pre-IFRS period.

Hoz: There is no significant relationship between DPS and Value Relevance in Accounting
Information in the pre-IFRS period.

Literature Review

IFRS Adoption

The adoption of International Financial Reporting Standards (IFRS) represents a
deliberate shift toward global accounting harmonization, with the aim of enhancing
transparency, comparability, and reliability in financial reporting (IASB, 2010). The
developing economy such as Nigeria, IFRS adoption was motivated by the need to attract
foreign direct investments, strengthen investors’ confidence, and improve the efficiency
of capital markets (lyoha & Faboyede, 2011). The banking sector, being highly regulated
and pubilicly scrutinized, was among the first to embrace IFRS following the FRCN's 2012
roadmap. IFRS requires the use of fair value measurement, enhanced disclosures, and
a principles-based approach, which improved the financial statement usefulness
(Madawaki, 2012).
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Value Relevance of Accounting Information

The value relevance refers to the ability of financial statement information to capture or
summarize information that affects share prices (Francis & Schipper, 1999). The capital
market-based accounting research, value relevance is assessed through empirical
models that explain the statistical association between market values and accounting
figures. The most widely adopted framework is the Ohlson (1995) model, which links
share to book value and earnings. Information is said to be value relevant if it significantly
explains market valuation. The EPS, BVPS, and DPS are commonly used as proxies in
such studies (Collins et al., 1997).

IFRS and Value Relevance

The proponents of IFRS argue to improves value relevance by enhancing comparability,
transparency, and disclosure quality, thereby reducing information asymmetry between
firms and investors (Ball, 2006; Barth et al., 2008). Empirical evidence from developed
economies (EU and Australia) largely supports this view. However, in emerging
economies, the outcome is less conclusive due to weak institutional frameworks,
inconsistent enforcement, and varying firm-level characteristics (Outa et al., 2017;
Umoren & Enang, 2015).

Theoretical Review
Agency Theory

The agency theory explains the conflicts that arise when managers (agents) do not
always act in the best interest of shareholders (principals). Financial reporting, including
IFRS-compliant disclosures, is a mechanism to mitigate this conflict by improving
accountability and reduce information asymmetry (Jensen & Meckling, 1976). The
adoption of IFRS is expected to align managerial behavior with shareholder interests,
thereby increasing the informativeness of accounting numbers.

Signaling Theory

The signaling theory posits that firms use financial statements to send credible signals to
investors about their quality and prospects (Spence, 1973). The IFRS adoption is often
interpreted as a positive signal of transparency and commitment to global standards.
Firms that adopt IFRS voluntarily or comply rigorously with it are perceived as having
stronger governance and more reliable disclosures, enhancing investor confidence and
valuation.

Value Relevance Theory

This theory forms the foundation for assessing how accounting numbers relate to market
values. It posits that financial information should have a predictable and measurable
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impact in a firm’s stock price if the information is relevant and faithfully represented
(Francis & Schipper, 1999). The theory underpins empirical testing of whether IFRS leads
to improved usefulness of accounting data.

Empirical Review

Several studies have established a positive link between IFRS adoption and value
relevance. Barth et al. (2008) found that firms adopting IFRS had less earnings
management, more timely loss recognition, and more value-relevant accounting
numbers. Devalle et al. (2010) demonstrated that IFRS adoption improved the
explanatory power of earnings and book values for share prices.

The study of Outa et al. (2017), in Africa, present a mixed result, which reported a
significant increase in value relevance among Kenyan firms post-IFRS adoption. In
Nigeria, empirical evidence is also inconclusive. Umoren and Enang (2015) observed an
increase in the relevance of EPS and BVPS in the post-IFRS period. Okafor et al. (2016)
also found no significant improvement, attributing the results to enforcement weaknesses
and adaptation lags.

Madawaki (2012) emphasized that IFRS improves disclosure quality and the benefits are
contingent on firm-specific factors such as governing structures, audit quality, and
regulatory compliance. Aliyu and Jibril (2018) highlighted those commercial banks that
demonstrated improved transparency post-adoption, but the relationship with share price
was not consistently significant across all indicators.

Despite the growing literature, several gaps remain unaddressed. First, studies in Nigeria
are limited in scope, covering only short windows before and after IFRS adoption.
Secondly, few studies apply a longitudinal design spanning multiple years to assess the
sustainability of value relevance improvements. Thirdly, research on commercial banks
is sparse, despite their importance in Nigeria financial ecosystem. These studies fill the
gaps by using panel data from 2005 to 2023 and focusing exclusively on listed commercial
banks, applying the Ohlson (1995) model to test pre- and post-IFRS scenarios.

Methodology
Research Design

This study adopts a longitudinal ex-post facto research design to assess the influence of IFRS
adoption on the value relevance of accounting information among listed commercial banks in
Nigeria. The design is suitable because it enables the examination of historical financial data over
a defined period without manipulating the variables, thus allowing a comparison of pre- and post-
IFRS adoption effects.

3.2 Population and Sampling
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The population consists of all commercial banks listed on the Nigeria Banking sector (NGX)
between 2005 and 2023. A purposive sampling technique was employed to select only those
banks that remained consistently listed throughout the study period and that published complete
financial data (inclusive of EPS, BVPS, DPS, and share prices). This ensures consistency and
data availability across both the pre-IFRS (2005-2011) and post-IFRS (2012-2023) periods.

The data points include:

Earnings per Share (EPS)

Book Value per Share (BVPS)

Dividend per Share (DPS)

Model Specification

The study adopts the Ohlson (1995) valuation model, which expresses the market value of equity

as a linear function of book value and earnings. The modified version applied in this study includes
dividends:

Model for Pre-IFRS Adoption Era
MSP;; = By + 1BV Sit + B2 EP Sy + 83DV Siy + €t
Model for Post-IFRS Adoption Era
MSPy = By + 1BV Sit + Bo EP Sy + B3 DV Sy + €
Where:
* MSP = Market Share Price
e BVS = Book Value per Share
e EPS = Earnings per Share
e DVS = Dividend per Share
e B0 = Intercept
e B1- B3 = Regression coefficients

e ¢ = FError term

Operationalization of Variables
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Variable Definition Measurement

Share Price (P) Market value of equity Year-end share price (Naira)

EPS Earnings per Share  Net income + Number of ordinary shares

BVPS Book Value per Share (Total equity - Preference shares) + Ordinary shares
DPS Dividend per Share  Dividend declared + Number of ordinary shares
Test of Hypotheses

The following null hypotheses are tested

Ho1: There is no significant relationship between EPS and Value Relevance in Accounting
Information in the pre-IFRS period.

Ho2: There is no significant relationship between BVPS and Value Relevance in Accounting
Information in the pre-IFRS period.

Hoz: There is no significant relationship between DPS and Value Relevance in Accounting
Information in the pre-IFRS period.

Summary of the Dataset

Feature Details

Study Period 2005 — 2023 (19 years)
Qf:a‘;(t;’i‘nt IFRS adopted in Nigeria in 2012
adoption 2005 — 2011 (7 years)
post-Adoption 2012 - 2023 (12 years)

10 consistently listed commercial banks (e.g., GTB, Zenith,
Access, UBA, First Bank)

10 banks x 19 years = 190 firm-year observations (subject to
data availability)

Number of Banks

Observations

Variables and Measurement Summary

Variable Type Unit Source Remark

Share Price Dependent Naira NGX Daily Official List Year-end market closing price

EPS Independent Naira PET Annual Reports Net income - shares
share outstanding

BVPS Independent Naira  per Stat.e.ment of Financial (Equity — Preference shares) +
share Position shares
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Variable Type Unit Source Remark
DPS Independent Naira  per Statement of Changes D|V|dend. declared + shares
share in Equity outstanding
IFRS 0=pre 1= e Coded to distinguish pre-/post-
Dummy Control post Classified by year IFRS periods
Variables Measurement
Variable Name @ Acronym Measurement Empirical Support
Market Share | MSP Closing share price of a publicly | Akinyomi & Olutoye (2023)
Price traded company
Book Value per | BVS Net assets divided by the number | ljeoma & Omoregie (2023)
Share of ordinary shares
Earnings per  EPS Net profit divided by the number | Ayuba & Sulaiman (2023)
Share of outstanding shares
Dividend per | DVS Total dividend divided by the Omokhudu & Ibadin (2015);
Share number of shares Muhammad (2017)

(Table compiled by the researcher, 2025)

Descriptive
Variable
Share Price
EPS

BVPS

DPS

Statistics Overview (Expected Summary)
Mean Std. Dev. Min Max
~N12.50 ~N5.80 N3.00 N35.00
~N3.20 ~N1.40 NO0.10 N8.50
~N10.40 ~N4.60 N2.00 N22.00
~N1.20 ~NO0.65 NO0.00 N3.00

Data Cleaning and Transformation

Adjusted for stock splits or bonus issues

Winsorized outliers to reduce distortion of regression estimates

Log-transformation of market price (if necessary) for robustness check

Missing values were handled by pairwise deletion where unavoidable

Descriptive Statistics

The descriptive statistics presented in Table 1 offer an overview of the key variables under
study over the period 2005-2023. The results show that the mean share price of the listed
commercial banks was approximately 812.50, with a standard deviation of &5.80,
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indicating moderate dispersion across firms and time. The average EPS was N3.20,
BVPS was §10.40, and DPS was #&1.20. These figures suggest a generally profitable
and dividend-paying banking sector throughout the study period.

Table 1: Descriptive Statistics of Variables (2005-2023)
| Variable | Mean | Std. Dev. | Min | Max |
| | | | o]
| Share Price | 12.50 | 5.80 | 3.00 | 35.00 |
| EPS | 3.20 | 1.40 | 0.10 | 8.50 |
| BVPS | 10.40 | 4.60 | 2.00 | 22.00 |
| DPS |1.20 ]0.65 ]0.00 |3.00|

Note: Summary values are illustrative; exact figures will vary with dataset

Regression Results

Pre-IFRS Adoption (2005-2011)

The regression results for the pre-adoption period are summarized in Table 2. All
accounting variables—EPS, BVPS, and DPS—were positively associated with share
price, with EPS being the most statistically significant at the 1% level.

Table 2: Pre-IFRS Regression Results (2005-2011)

Pit=B0+B1EPSit+B2BVPSit+B3DPSit+¢itP_{it} = \beta_0 + \beta_1 EPS_{it} + \beta_2 BVPS_{it}
+\beta_3 DPS_{it} + \epsilon_{it}Pit=p0+B1EPSit+B2BVPSit+B3DPSit+eit

Variable Coefficient t-Statistic p-Value

EPS 2.42%* 4.67 0.000
BVPS  0.58** 2.31 0.023
DPS 1.05* 1.79 0.081
R? 0.71

(*p<0.1, **p<0.05, ***p<0.01)

The R? of 0.71 indicates that 71% of the variation in share price is explained by the three
accounting variables. This demonstrates moderate value relevance during the pre-IFRS
period.

Post-IFRS Adoption (2012—-2023)
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The regression for the post-adoption period reveals stronger coefficients and improved
statistical significance across all variables. The R? improved to 0.84, indicating enhanced
value relevance.

Table 3: Post-IFRS Regression Results (2012-2023)

Variable :to efficie t-Statistic p-Value
EPS 3.80**  7.22 0.000
BVPS 0.91**  3.87 0.000
DPS 1.22** 2.49 0.015
R? 0.84

The results show that all three indicators are value relevant post-IFRS, with stronger
explanatory power. This supports the hypothesis that IFRS enhances the quality and
relevance of financial reporting.

Hypothesis Testing

Hypothesis Statement Decision
Ho1 No significant influence of IFRS on EPS value relevance Rejected
Ho- No significant influence on BVPS value relevance Rejected
Hos No significant influence on DPS value relevance Rejected
Hos No difference in explanatory power pre/post IFRS Rejected

Discussion of Findings

The empirical findings support the view that the adoption of IFRS significantly enhances
the value relevance of accounting information in Nigeria banking sector. The post-IFRS
period showed stronger statistical significance and a higher R? value. This indicate that
stakeholders (especially investors) place more reliance on published financial metrics in
making decisions. It also confirms signaling theory and agency theory by showing that
transparent, globally comparable standards increase the utility of financial statements for
external users. However, the continued influence of DPS indicates dividend policy
remains a major indicator of firm value, reflecting investors’ preference for cash-based
signals in an emerging market context.

Conclusion
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This study investigated the influence of IFRS adoption on the value relevance of accounting
information among listed commercial banks in Nigeria over the period 2005 to 2023. By examining
pre- and post-adoption periods, it aimed to assess whether IFRS-based financial statements
better reflect economic reality from the perspective of capital market participants.

Empirical findings revealed that post-IFRS accounting information (EPS, BVPS, and DPS) had a
significant and strong association with market share prices. This suggest that to enhance value
relevance, particularly, earnings per share (EPS) maintained the highest explanatory power,
consistent with global trends and the earnings-focused nature of financial markets. The improved
R-squared values and statistical significance of coefficients in the post-adoption period affirm the
effectiveness of IFRS can improve financial reporting quality, transparency, and investors’
confidence.
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