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Abstract

Objectives: This study examines whether sophisticated investors implement traditional accruals
strategy or percent accruals strategy. Moreover, we compare the performance of the portion of
sophisticated investors who make use of the two accrual strategies with those who are neutral to these
strategies, considering the amount of excess return and risk-adjusted return as two yardsticks.
Method: For this purpose, collecting quarterly data of 950 observations of investment companies,
listed in Tehran Stock Exchange, from 2011 to 2018, we then tested the hypotheses through one
sample t test.

Resutls: Our results suggest that sophisticated investors do not implement accruals strategy; however,
implementation of accruals strategy by a subsample of sophisticated investors was verified. The
results, in addition, show that sophisticated investors applying traditional accruals strategy do not earn
an excess return and risk-adjusted return compared with those who are neutral to traditional accruals
strategy. But there is some evidence that sophisticated investors employing percent accruals strategy
earn an excess return and risk-adjusted return in comparison to those who are neutral to percent
accruals strategy.

Keywords: Accruals anomaly, Accruals strategy, Hedge portfolio, Sophisticated investor, Efficient
market hypothesis
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