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The Impact of the Relevance of Accounting
Information on Foreign Direct investment
(An Empirical Study on Saudi Companies)

Danya Alhammoud*, Hasan Hyany**, Rami Baladi***

Abstract

This study examines the impact of accounting information relevance on foreign
direct investment (FDI) inflows in Saudi Arabia over the period 2013-2022,
coinciding with the phased adoption of International Financial Reporting Standards
(IFRS). Using panel data models, the explanatory power (R?) of accounting
information was measured annually, with inflation incorporated as a control
variable. The dependent variable was defined as the ratio of FDI inflows to GDP.
The empirical results demonstrate that relevant accounting information—proxied by
stock price, earnings per share, book value per share, and operating cash flow per
share—significantly enhances the attractiveness of the Saudi market to foreign
investors. Conversely, inflation was found to have no statistically significant effect
on this relationship.

These findings underscore the importance of high-quality accounting disclosure in
fostering investor confidence, particularly within the framework of Saudi Arabia’s
Vision 2030, which prioritizes economic diversification and FDI attraction. The
study recommends the continued development of financial reporting practices in
alignment with IFRS to further strengthen the investment environment.

Keywords: Accounting Information Relevance, IFRS, Foreign Direct Investment,
Saudi Arabia, Inflation.
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