

	
	

	









	




	







	









		

		
		

	
	




	
	


	
	



	
	


	
	
	
	
	
	
		
			
			
		

		
		
	

	

	



	
	
	
	

	







	















	Skip to main content












	

	

	
	

	

	
	












			

			





			






	




	


	
	





	








	

	
	
		
		
		
		
		
		
		
		
		
		
		
		
		
	

	
	
		
		
		
	


















	
		
	

	

	
		
	

	







	
		
		
		

		
		
		
		
			
				
				









	
	    












    
    






    
    







    




    






    
        
        
        
            
            

            

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    [image: PDF icon]Download This Paper
                    
                
            

        
    
        
    

            
            
                

                

    

    

    

    

    

    


        
            

    

    

    

    

    

    


        
            
                
                    Open PDF in Browser
                    
                
            

        
    
        
    
            
        

    






    
        
    


    
            
            
                
            
            
                
        Add Paper to My Library
        
        

    















	














	
	    







 



	




	







	




































    



			

			
				
				
				
				
				
						
				
				
				
					
						Share:
							
	
	
	


					

					
				
				
				




				
				

    
        
        
        
            

		
		
		
			
				
			
				
			
				
			
				
			
				
			
				
			
		

		
            

		
		
		
			
		
			
		
			
		
			
		
			
				
			
		
			
		
			
				
			
		

		
            

            
        

        
    

    


    




				
				
					

					
					Permalink

						Using these links will ensure access to this page indefinitely

						
							
							Copy URL
						

						
							
								
								Copy DOI
								

							

						
				

				
			

		


		
			
				
				




	
	
		
	

	
	
		
		
	

	
	

	
	
	
	Earnings Beta

	
    
        
            
            







    
    










    
    
    
    











			
                    Review of Accounting Studies, 2021, 26 (1), 81-122
 
        

    
	

	
	
		
		
			49 Pages
		
		

		Posted: 8 Jun 2020
		
			Last revised: 29 Apr 2021
		
		
	

	
		
			
			




	See all articles by Atif EllahieAtif Ellahie
University of Utah - David Eccles School of Business


		

	
	
	
	
	


	
	
		
			[image: Multiple version icon]There are 2 versions of this paper
		
	


	
		
		

		
			
				

				
					

					
						
							
						

						
							
								
									Earnings Beta

								
							
							
							
								Review of Accounting Studies, 2021, 26 (1), 81-122
							

							
							
								
									Number of pages: 49
								
								
									Posted: 08 Jun 2020
								
								
									Last Revised: 29 Apr 2021
								
							

							
							
								
								You are currently viewing this paper
							

							
						

						
							
							Downloads
							  355
							
						

					

					
					

					
						
							
						

						
							
								
									Firm Fundamentals and Sensitivity to Aggregate Earnings
									

								
							
							
							
								
									Number of pages: 77
								
								
									Posted: 03 Apr 2016
								
								
									Last Revised: 01 Jun 2020
								
							

							
						

						
							
							Downloads
							  286
							
						

					

					
				

			

		

	

	


	
	
	
	
		
	
	
		
			Date Written: July 1, 2020

		
	

	
	
		
		
	

	
	
		
	
	
		Abstract

		The literature on ‘cash flow’ or ‘earnings’ beta is theoretically well-motivated in its use of fundamentals, instead of returns, to measure systematic risk. However, empirical measures of earnings beta based on either log-linearizing the return equation or log-linearizing the clean-surplus accounting identity are often difficult to construct. I construct simple earnings betas based on various measures of realized and expected earnings, and find that an earnings beta based on price-scaled expectations shocks performs consistently well in explaining the cross-section of returns over 1981–2017. I also examine the relation between different measures of beta and several firm characteristics that are either theoretically connected to systematic risk or are empirically associated with returns, and find evidence in support of the construct validity of an earnings beta based on price-scaled expectations shocks. Overall, the findings suggest that this easy-to-construct earnings beta can be suitable for future researchers requiring a measure of systematic risk. 
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