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Abstract:

This study aimed to demonstrate the effect of using fair value accounting on the
financial performance indicators of Jordanian insurance companies through a
standard study of eight Jordanian insurance companies during the period (2013-
2015). To achieve this objective, time series time series models were used based on
four variables, net cash flow as a dependent variable representing financial
performance, and (net income, cumulative change in fair value, change in
dividends) as independent variables representing fair value accounting.

Three models were applied: the regression model, the model of static effects and
the random effects. In this study we used the Lagrang LM and Hausman test. The
study concluded that fair value is one of the most important models of accounting
recognition and measurement because it reflects the real state of the institution and
Is more suitable for decision making. The results also indicate that the dividends
and net income have a direct relationship between them and the financial
performance, while the cumulative change in fair value has an inverse relation
between them and the financial performance. The results of the test of
differentiation between PANEL models indicated that the aggregate model is the
appropriate model for the study.

key words: Fair value, financial performance, PANEL models, aggregate
regression model, static effects model, random effects model.
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Dependent Wariable: %
Method: Panel Least Squar

as

Date: 051217 Time: 18:04

Sample: 20132 2015
Feriods included: 2
Cross-sections included: 8

Total panel (balanced) observations: 24

Wariable Coeflicient Std. Error t-Statistic FProfb.

c 10569079, S870616.7 1. 227956 0.2227

XA 0310878 0578817 05327092 0.5971

w2 -0. 322121 0.225729 -0.959466 0.2428

X2 2. TFTOZ23T3 1.044132 2. 674350 0.0146
R-squared 0512217 Mean dependent var 27956103,
Adjusted R-squared 0439049 S 0. dependeant var 2921623
S.E. ofregression 2927165, Akaike info criterion 22. 77420
Sum squared resid 1.F2E+14 Schwarz criterian 2297114
Log likelihood -389. 2976 Hannan-2uinn criter. 32.82689
F-statistic 7000601 Durbin-Watson stat 1.9032258
FProb{F-statistic) o.0o02104

Y = 1069078.74752 + 0.310877865617*X1 - 0.322120830921*X2
+2.79237333531*X3

FEM ol o 2356 :(2) o8y gl

["\u"iewl F'rr.:ucI Clbject] [Prir‘ltINElmEIFrEEZE] [Estimate I Forecastl StatsIRESids]

Dependaent WVariable: %

Method: Fanmnel Least Squares
Drate: O5M2/M17F Time: 1805

Sample: 20132 2015
Periods included: 32

Cross-sections included: 8

Total panel (balanced) cbhservations: 24

Wariable Coeaefficient =Std. Error t-Statistic Prob.
L 22811870, 1383795. 2. T7T54650 001654
oy | 2585578 1.12917F0 -2 1TF427F1 0.0487
w2 -1.062121 0552543 -1. 924051 00765
X3 4. TFTE54118 232311176 2. 061340 o.0599
Effects Specification
Cross-section fixed (dummy variables)
R-sguared o.g02008 Mean dependent wvar STF95103.
Adjusted R-squared 0.660322 S.D. dependent var 2921623.
S E. ofregression 2285598. Akaike info criterion 3242572
Sum squared resid 5. 7OE+132 Schwarz criterion 3296566
Log likelihood 2781036 Hannman—-iuinn criter. 32 56896
F-statistic 5471110 Durbin-Watson stat 22256192
Prob(F-statistic) O.002820

Y = 3811869.55789 - 2.58557842252*X1 - 1.06312135548*X2

+4.76411794937*X3
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[ViewIP‘mcIObject] [PrintINamEIFreezE] [EstimatEIFnrecastI StatisEﬁids]

Dependent Variable: Y

Method: Panel EGLS (Cross-section random effects)

Date: 05M12M17 Time: 18:05

Sample: 2013 2015
Periods included: 3

Cross-sections included: 8
Taotal panel (balanced) observations: 24

Swamy and Arora estimator of component variances

Wariable Coefficient Std. Erraor t-Statistic Prob.
c 1521036, 9o4323.2 1.5829720 0.1417
1 -0.108413 0621501 -0.174438 0.8633
w2 -0.458530 0.3230773 -1.386236 0.1209
H3 2006120 1. 141476 26335328 0.0159
Effects Specification
s.0. Rho
Cross-section random 1540517 0.23124
ldiosyncratic randaom 2285598, 06876
Weighted Statistics
F-=quared 0.342029 Mean dependentwvar 24659551
Adjusted R-squared 0244494 S.D. dependentwvar 2985185,
S.E. of regression 25894F18. Sum squared resid 1.35E+14
F-statistic 2481064 Durbin-Wat=son stat 2059850
Prob(F-statistic) 0.035093

Y = 1521036.31692 - 0.108413292718*X1 - 0.458529588095*X2

+3.00611985237*X3
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breusch-pagan » il asla>y!

[ViewIProcIObjecl:] [PrintINameIFreeze] [EstimateIForecastIStatisesidE]

Lagramngs Multiplier Tests for Ranmndorm Effect=

r<Null hypotheses: Mo effects

Adtermative hypotheses: Two-sided (Breusch-FPagan)d and one-sided
fall others) altermatives

Test Hypothesis
Cross-section Tirme B oth

BEBreusch-Fagan DO o000 15 O 254742 O 255155

(D DS T ) (D G120 (D G1325)
Honda O 0204101 —D0.S047 19 -0 . 2A42A55
(O 4919 — —
KIimg-wfL O OZ20401 —0O. 504719 -0 A5 504
(O 4919 —_ J—
Standardized Honda DO Fa=="14 —O. 1242513 = 828154
(O 21708 —_ J—
Standardized King-—wWo DO Fs==214 —O. 124515 -2 G0=2259
(D21 F0) —_— —_—
Sourierioux, et al.™ —_ —_ O.000416

(== 0. 10%

Mixed chi—-sguare asyvmptotic critical values:

155 F.Z2Ea
L s B ooy |
11035 =2 a5=

Al O il g (ol 5gadl oy Alolial] Ficher e :(9) o9y Gl

[Uiew F'rncli]hjer:tl IF'rint NamelFreezel [Estimate Forecast | Stats | Resids

Redundant Fixed Effects Tests
Equation; ECI02
Test cross-section fixed effects

Effects Test Statistic df. Prob.

Cross-section F 2861193 (713)  0.0434
Cross-section Chi-square 22 378003 7 00022
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Al gt o 3l g Aot o 31 2348w Aloliel Hausman et :(6) o3y bl

View |Proc Clhjectl [F‘rint Name Freezel [Estimate Forecast | Stats | Resids

Correlated Random Effects - Hausman Test
Equation: EQI03
Test cross-section random effects

Test Summary Chi-5q. Statistic  Chi-3q. df Prab.

Cross-section random 8. 775703 3 00324

© é&\ s15NI pize & (X1) S5t Qo paee WU drys yles (7)) (..é) Rty

[ViewlPrncI ':]bject] [PrintINamEIFreezE] [EstimatEIFnrecastI StatEIFiesids]

Dependent Variable: ¥

Method: Panel Least Squares

Date: 05M 317 Time: 08:03

Sample: 2013 2015

Periocds included: 3

Cross-sections included: 8

Total panel (balanced) observations: 24

Variable Coefficient Std. Error t-Statistic Prob.

C 1613450. 931871.6 1.731408 0.0974

X1 1.443966 0431131 2.2349248 0.0029
R-=quared 0.337698 Mean dependent var 3796103,
Adjusted R-squared 0.307583 S.D. dependent var 3921623,
S.E. ofregression 2263222  Akaike info criterion 32913938
Sum squared resid 2.34dE+14 Schwarz criterion 33.01215
Log likelihood -392 9678 Hannan-Cluinn criter. 3294003
F-statistic 11.21747 Durbin-VWatson stat 1.604856
FProb{F-statistic) 0.002902
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[Uiewl F"r::-::IDI::-jE::t] [PrintINamEIFreezE] [EstimatEIFnrecastl Stats I Flesids]

Dependent Variable: Y

Method: Panel Least Squares
Date: 05M 2117 Time: 08:03

Sample: 20132 2015
Periods included: 3

Cross-sections included: 8
Taotal panel (balanced) observations: 24

Variable Coeflicient Std. Error t-Statistic Frob.

c 3808377 816459.0 4 GEETZ29 0.0001

w2 0163813 0424576 0.3285827 070323
R-squared 0006721 Mean dependent var 3796103,
Adjusted R-squared 0038428 S.D. dependentwvar 3921623,
S.E. of regression 3996263, Akaike info criterion 33.31927
Sum squared resid 3.51E+14 Schwarz criterion 3341744
Log likelinood -397.8312 Hannan-Cuinn criter. 33.34532
F-statistic 01483863 Curbin-YWatson stat 0655021
Probi{F-statistic) 07032330

(C) JW 133 pias e (X3) dsyghd Cuﬂ\ w0 drys yles (9 oy @l

View | Proc | Object| | Print | Mame | Freeze | | Estimate | Forecast | Stats | Resids
Dependent Variable: ¥
Method: Panel Least Squares
Date: 05M3MT Time: 08:03
Sample: 2013 2015
Feriods included: 3
Cross-sections included: 8
Total panel (balanced) observations: 24
Variable Coefficient =td. Error t-Statistic Frob.
C 14392093, Fa0847F 7 1.820627 00223
X3 2949829 0.6hE687TE 4 490693 00002
R-squared 0473257 Mean dependentwvar 3796103,
Adjusted R-squared 0454541 S.0. dependent var J921623.
S.E. of regression 2896323, Akaike info criterion 32.67544
Sum squared resid 1.85E+14 Schwarz criterion 32 77361
Log likelinood -380.1052 Hannan-CQiuinn criter. 3270143
F-statistic 2016632 Durbin-Watson stat 1713892
Frob(F-=statistic) 0.000182
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(C) & (X2. X1) sl drys jlast :(10) o3y el

View | Proc| Object | | Print | Mame | Freeze | | Estimate | Forecast | Stats | Resids
Dependent Variable: Y
Method: Panel Least Squares
Date: 05M3M7T Time: 03:04
Sample: 2013 2015
Feriods included: 3
Cross-sections included: 8
Total panel (balanced) observations: 24
Variable Coefficient =td. Error t-Statistic Frob.
C 1606495, 9632325 1.667817 01102
*1 1.447574 0. 446764 3.240133 0.00358
K2 -0.018523 0.359266 -0.051558 0.9594
R-squared 0.337782 WMean dependentwvar 3796103,
Adjusted R-squared 0274713 3S.0. dependentwvar 3921623.
S.E. ofregression 3339802, Akaike info criterion 3299719
Sum squared resid 234E+14  Schwarz criterion 33.14445
Log likelihood -392.89663 Hannan-Quinn criter. 33.03626
F-statistic 5.355797 Durbin-Watson stat 1.605764
Frob(F-statistic) 0.013188

(C) & (X3 . X1) sl drys jlat (11 o3y 3oull

[Uiewllﬂ'rnc[l:]bject] [F"rir'ltl NEH‘IEIFFEEIE] [EstimatEIFnrecastIStatslFlesids]

Cependent WVariable: ¥
Method: Panel Least Squar

as

Date: 05M3M17F Time: 08:04

Sample: 2013 2015
Periods included: 3
Cross-sections included: 8

Total panel (balanced) observations: 24

Yariable Coefficient Std. Error t-Statistic Prob.

C 1241390. 850279.8 1.459978 0.1581

X1 0383202 0571338 0.688212 0.49849

X3 2 453626 0830770 25801736 0.0207
F-squared 0.439765 Mean dependent var 3796103,
Adjusted R-squared 0.441171 S.0. dependentwvar 3921623,
S.E. ofregression 2031605, Akaike info criterion 3273647
Sum squared resid 1.80E+14 Schwarz criterion 3288372
Log likelinood -389 8376 Hannan-Qwinn criter. 3277883
F-statistic 1007873  Durbin-Watson stat 1.892624
Frob(F-statistic) 0000854
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(C) & (X3 . X2) plidrmys jlast :(12) o3y 3l

[Uiewl F"r::-cl Dl::-jecl:] [F"rint[ Marmne I FreezE] [Estimate I Fnrecastl Stats I F-lesi-::ls]

Dependent Variable: %

Method: Panel Least Squares
Date: 05M2M17F Time: 08:05

Sample: 2013 2015
Periods included: 3

Cross-sections included: 8

Taotal panel (balanced) observations: 24

Yariable Coefficient Std. Error t-Statistic Prokb.

C 1207810. 8172104 1.4F 7967 01543

w2 -0.248851 0326347 -1.068956 0.2a72

w3 3204176 0.6896650 4 599405 00002
R-squared 0505181 Mean dependent var 3796103,
Adjusted R-squared 0458055 S.0D. dependent var 3921623,
S.E. of regression 2886977, Akaike info criterion 32.70579
Sum squared resid 1.75E+14 Schwarz criterion 32.85304
Log likelinood -389 4694 Hannan-Cdinn criter. 3274485
F-statistic 10.71988 Curbin-Wat=on stat 1. 744521
Prob{F-statistic) 00006148

(C) & (X3. X2 . X1) b rys bzt :(13) oy oull

[ViewIF"rﬂcI Cll::uject] [F"rintl Mame I FFEEIE] [EstimatEIFnrecastl StatsIRESids]

Crependent Variable: Y

Method: Panel Least Squares

Date: 05113117 Time: 08:11

Sample: 2013 2015

Feriods included: 3

Cross-sections included: 8

Total panel (balanced) observations: 24

Variable Coeflicient Std. Error t-Statistic Frob.

C 1069079, a7¥0616.7 1.22Z7956 02337

1 0.310878 05878817 05327092 0.5971

wa -0. 322121 0325729 -0.959466 0.3488

X3 2T923T73 1.044132 2674350 0.0146
R-squared 0.512217 Mean dependent var 3796103,
Adjusted R-squared 0439049 5.0, dependent var 3921623,
S.E. of regression 2937165, AkKaike info criterion 3277480
Sum squared resid 1.73E+14 Schwarz criterion 3297114
Log likelinood -389.2976 Hannan-Ciuinn criter. 32 82689
F-statistic F.000601 Durbin-Watson stat 1.903258
Frob{F-statistic) 0002104
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