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ABSTRACT: Financial information is used primarily with the aim of predicting the profitability of 

companies. In order to achieve this goal, the information user resorts to fundamental analysis tools 

which seek to determine the intrinsic value of an asset, submitting for analysis determinant factors 

of performance such as earning, expenses and profits. By comparing the intrinsic value to the 

market price, the investor has to make a rational decision. The present study follows the stock 

performance evolution of OMV Petrom S.A. on the Bucharest Stock Exchange during 2004-2013, in 

order to identify the main factors which impact share price and the price to book ratio with the 

central objective of disclosing the importance of combined analysis of stock performance indicators 

and financial reports, so that company performance is depicted according to reality. 
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 Introduction 

Annual accounts are a set of accounting synthesis documents elaborated with the aim of 

offering an accurate image regarding firm performance and financial position, as well as relevant 

and credible information targeted towards users’ needs. Moreover, they are a very important 

instrument used in the management process, being useful both in decision substantiation regarding 

allocation, financing and investing, as well as in evaluating decisions’ results (Dragotă, 2003). A 

clear definition of financial statements is given by the Oxford Dictionary of Accounting (2005): 

“the annual statements summarizing a company’s activities over the last year”. 

The accounting regulations elaborated according to European accounting directives prevail 

compulsory for companies to make annual financial statements comprising: balance sheet, profit 

and loss account, changes in equity statement, cash flow statement and supporting notes to annual 

accounts. At the same time, companies’ management are encouraged to issue financial analysis to 

describe the opportunities and uncertainties that led to the company’s results. 

Given previous statements, the major objective is elaborating annual reports with the goal of 

depicting in good faith a real and correct image of the economic entity’s activity. In order for the 

financial situations to be accurate they need to satisfy the criteria of completeness, reality, fairness, 

evaluation, imputation and correct takeover of data.  

 

Literature review 

Value relevance can be seen as a measure of accounting usefulness by stock investors 

(Beisland, 2009). Financial-accounting information is primarily used for prevailing the profitability 

of firms. „Annual accounts seem to be the most important source used in taking decisions with 

investment character, the profit and loss account being considered the most influent document in 
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this respect” (Duțescu, 2000). In order to achieve this goal, the information user resorts to 

fundamental analysis tools which seek to determine the intrinsic value of an asset, submitting for 

analysis determinant factors of performance such as earning, expenses and profits. By comparing 

the intrinsic value to the market price, the investor has to make a rational decision (Petrescu, 2014). 

Annual accounts analysis implies the study of the causal relationships that form between 

information at a specific point in time and their evolutionary trend seeking to obtain a clear and 

coherent image of companies’ profitability, risk and efficiency. This image is of utter importance in 

adopting best investment decisions (Elliott and Elliott, 2011). 

The modern approach towards financial analysis requires the results of a company’s activity 

to be integrated into financial models useful for developing forecasts, becoming a true “information 

processing system able to provide the necessary data for financial decision-making crucial for 

managers” (Petrescu, 2010). Even more, financial reporting should evolve in the direction that 

amplifies the most its utility (International Financial Reporting Standards, 2013). 

Generally, financial performance is defined and measured by the profit or loss of the 

company (Balteș, 2013). The communication of financial performance information bears relevance 

in evaluating potential changes of the economic resources which the firm controls or can control in 

the future. Annual reports help anticipate the firm’s capacity to generate cash flows using its 

existent resources as well as assessing management quality. Mainly, shareholders and potential 

investors are interested in the present or future beneficiary capacity of a company, which guarantees 

future dividends and achieving plus value of capital (Herciu et. al. 2011). 

Stock performance indicators combine capital market tools with accounting information 

depicting profitableness from the perspective of shareholders remuneration (Ciora et. al. 2011). 

„Market rates or rates of profitableness of capital investments are the most comprising measures of 

performance of a firm because they reflect the influence corroborated of financial rates of risk and 

profitableness” (Borlea, 2010). 

One of the most important stock market rate is Price to Book Ratio (PBR, P/B) which 

indicates the value given by the capital market participants to the management of one company. It is 

determined by dividing share market price to the accounting value of a share. Using PBR investors 

can identify companies with low share prices, but neglected by the market. A well-managed 

company and with sufficient increasing possibility should have a higher share market value than its 

accounting value. During recession times, exceptions occur. Highly profitable companies and with 

a high growth rate of profit and turnover have a high calculated PBR. „From the analyst’s 

perspective, the shares of a company with a lower PBR are a sure investment because of the fact 

that the market value is leaning on the accounting value. The accounting value is considered the 

level beyond which the market price will not decrease because the company has always the option 

to liquidate or to sell its assets, at their accounting value.” (Borlea, 2010).  On the other side, if PBR 

is below 1 then the market considers that the assets are over evaluated or that their profitability is 

small. 

Generally, major shareholders are the ones that make an investment on the long run and do 

not seek an immediate profitableness through considerable dividends. Their reasoning is that most 

part of the earning should be allocated towards developing and consolidating the company, with 

direct and positive impact on share market price. For the big shareholder the appreciation of share 

net profitableness is a sign of profitability, and the favorite indicator of this is earnings per share 

(net result per share). On the other side of the spectrum, the minor shareholder is interested in 

obtaining short term profitability in the form of dividends. 

There is a large body or research which studies and describes the link between accounting 

information and stock performance and asset pricing, moreover this is one of the most fundamental 

issues which has been a constant in accounting research. There are numerous empirical analytical 

models which examine the impact of accounting information following the evolution one or more 
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economic entities or which have a cross-sectional approach. Standard setters position the investor at 

the center of the pursuit towards high quality and largely accessible accounting information. From 

the investor’s point of view the usefulness of accounting information is measured through value 

relevance studies. 

In his study, Beisland (2009) found that for a given amount of loss, stock returns are higher 

when the loss can be attributed to depreciation than when it can be attributed to cash flows is in 

some sense understandable. Simion et al. (2011) found that there is a direct correlation between the 

communicated performance of Romanian companies and their market capitalization and added that 

turnover, profit before tax, dividends and market value of a company are dependent on each other, 

for the sample data considered for analysis. 

Lambert et al. (2007) have demonstrated that the quality of accounting information can 

influence the cost of capital, both directly and indirectly, changing the market participants’ 

perceptions on the distribution of future cash flows. They have developed a framework which 

connects accounting information disclosure to the cost of capital by building a model of a multi-

security economy expressed in terms of cash flows. Hughes et al. (2005) on the other hand, have 

found that accounting information affects the market-wide risk premium with no cross-sectional 

effect. 

Furthermore, Chen et al. (2007) proved that stock returns are closely related to the earnings 

yield, capital investment and changes in profitability, in growth opportunities and in the discount 

rate. The information content captured by their model is mainly attributed to the four cash flow 

factors, only a minor role being played by the change in the discount rates. Moreover, by using 

residual income models, Pirie and Smith (2005) have proven the fact that accounting-based 

measures used to estimate value creation are more effective in exploring the relationships between 

stock price and accounting information if they target both book value and earnings. 

 

 Research design and methodology 

Regarding the research approach, the first step selecting a “blue-chips” company, generous 

in terms of financial and accounting information accessibility and in terms of viable analysis 

directions, as well as extremely attractive and credible to investors. Then, the next step was 

elaborating a study regarding the investors’ behavior and reaction to its annual accounts 

communication. The aim was to identify in the analyzed 10 year time interval (2004-2013) which 

were the evolutions and indicators which impacted the most share price fluctuations. 

OMV Petrom S.A. is the largest Romanian company activating in the gas and oil sector and 

the single company authorized to extract national natural oil reserves on Romanian territory. It was 

established on October the 27th 1997 and it was listed for the first time on the Bucharest Stock 

Exchange on September the 3rd 2001, under the symbol SNP. Due to its annual 1 billion euro 

investments, OMV Petrom S.A. is an economic growth factor in Romania.  

Quantitative research methods were used in developing the case study, in order to systemize 

the necessary information regarding the selected sample, building statistical regression models 

appropriate to the studied phenomenon, with the aim of testing the established hypotheses. The 

multiple linear regression model is used to study the relationship between a dependent variable and 

one or more independent variables. 

During the data collection phase, there were consulted a number of public official 

documents such as board annual reports and annual financial statements all available on the 

company’s website (www.petrom.com). The data used describes the time interval 2004-2013, since 

the last annual financial statements published at the date of the analysis was related to 2013, 

moreover, the paper is based on official information provided by the analyzed company (OMV 

Petrom S.A., made available at www.petrom.com and www.mfinante.ro) and by the Bucharest 

Stock Exchange (www.bvb.ro). 
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Subsequently, based on pooled data, there was necessary to determine a series of financial 

ratios corresponding to each year of the analyzed time spectrum. The ratios chosen for the study 

are: return on equity, return on assets, dividend per share, earnings before interest and taxes, 

earnings per share and price to sales ratio. All combine annual accounts information with capital 

market elements. To statistically process the data, using Pearson correlation and multiple linear 

regression, the SPSS software was used. 

The central objective of the paper is to determine the extent to which financial 

communication affects stock price. In addition, analysis was carried out in two major directions 

identifying the influences on stock price. Multiple linear regression (or multifactorial linear 

regression) was used to identify what type of mathematical relationships there are between the 

selected predictors and stock price. 

Considering all the above, a series of seven study hypotheses were formulated: 

H1: Return on equity (ROE) does not influence stock price, the alternative hypothesis 

that ROE influences stock price.  

H2: Return on assets (ROA) does not influence stock price, the alternative hypothesis 

that ROA influences stock price. 

H3: The net result does not influence stock price, the alternative hypothesis that the 

net result influences stock price. 

H4: Earnings before interest and taxes (EBIT) do not influence stock price, the 

alternative hypothesis that EBIT influences stock price. 

H5: Earnings per share (EPS) do not influence stock price, the alternative hypothesis 

that EPS influences stock price. 

H6: Price to sales ratio (PSR) does not influence stock price, the alternative 

hypothesis that PSR influences stock price. 

H7: Dividend per share does not influence stock price, the alternative hypothesis that 

dividend per share influences stock price. 

Since the operational profitability of OMV Petrom S.A. depends largely on the price action 

barrel of oil on the international markets, one would expect that the stock exchange performance of 

the company’s shares would be largely affected by the fluctuations in oil price and consequently we 

decided to analyze the correlation between the price of a barrel of oil (provided by www.eia.gov) 

and stock price, by daily quotations from 01.01.2004 until 31.12.2013. The aim of this part of the 

paper is to create a parallel of approaches between two research directions and to assess which 

affected the most share price evolution: financial communication or oil barrel price quotation. 

Given these facts, we need to formulate an eight hypothesis: 

H8: Oil barrel price does not influence share price, the alternative hypothesis that oil 

barrel price influences share price. 

First of all the purpose of the multiple regression is to reveal the average linear dependence 

of a dependent variable on a group of independent variables, all referring to the same statistic 

population. In this present case, the equation of the prime linear model, where y is the resultant 

variable, x1 – x7 are the independent variables and α is the coefficient vector is:  

y = α0 + α1x1 + α2x2 + α3x3 + α4x4 + α5x5 + α6x6 + α7x7 

Proceeding with the first approach towards the studied issue, the primary objective was to 

identify a mathematical link between share price and dividend per stock, price to sales ratio, return 

on equity, net result, earnings before interest and taxes and return on assets through the multiple 

linear regression analysis. Our research led to the following results: 
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Table no.1: ANOVA statistical test - dependent variable Stock_price 
ANOVAa 

Model 

Sum of 

Squares df Mean Square F Sig. 

1 Regression ,108 6 ,018 19,850 ,016b 

Residual ,003 3 ,001   

Total ,111 9    

a. Dependent Variable: Stock_price 

b. Predictors: (Constant), Dividend_per_Stock, PSR, ROE, Net_Result, EBIT, ROA 

Source: Authors’ projection in SPSS 

Analyzing the above table (table no.1), we should take note that the sig. value is below the 

level of significance (of 0.05) which shows that the model is valid. However, we should proceed to 

analyze the table of correlations between the considered predictors and the stock price for the 

analyzed time period in order to eliminate those predictors which do not bear a significant 

correlation with stock price. This procedure will perfect our model to make it as accurate as 

possible. 

Table no 2: Correlations between the independent variables and Stock_price 
Correlations 

 

Stock_pr

ice ROE ROA EBIT 

Net_Res

ult EPS PSR 

Dividend_per_

Stock 

Pearson 

Correlation 

Stock_price 1,000 ,504 ,546 ,337 ,341 ,343 ,777 ,557 

ROE ,504 1,000 ,991 ,818 ,863 ,865 -,064 ,760 

ROA ,546 ,991 1,000 ,816 ,878 ,879 -,026 ,773 

EBIT ,337 ,818 ,816 1,000 ,968 ,968 -,294 ,927 

Net_Result ,341 ,863 ,878 ,968 1,000 1,000 -,291 ,886 

EPS ,343 ,865 ,879 ,968 1,000 1,000 -,290 ,886 

PSR ,777 -,064 -,026 -,294 -,291 -,290 1,000 -,001 

Dividend_per_S

tock 
,557 ,760 ,773 ,927 ,886 ,886 -,001 1,000 

Sig. (1-tailed) Stock_price . ,069 ,051 ,171 ,168 ,166 ,004 ,047 

ROE ,069 . ,000 ,002 ,001 ,001 ,430 ,005 

ROA ,051 ,000 . ,002 ,000 ,000 ,471 ,004 

EBIT ,171 ,002 ,002 . ,000 ,000 ,205 ,000 

Net_Result ,168 ,001 ,000 ,000 . ,000 ,207 ,000 

EPS ,166 ,001 ,000 ,000 ,000 . ,208 ,000 

PSR ,004 ,430 ,471 ,205 ,207 ,208 . ,499 

Dividend_per_S

tock 
,047 ,005 ,004 ,000 ,000 ,000 ,499 . 

N Stock_price 10 10 10 10 10 10 10 10 

ROE 10 10 10 10 10 10 10 10 

ROA 10 10 10 10 10 10 10 10 

EBIT 10 10 10 10 10 10 10 10 

Net_Result 10 10 10 10 10 10 10 10 

EPS 10 10 10 10 10 10 10 10 

PSR 10 10 10 10 10 10 10 10 

Dividend_per_S

tock 
10 10 10 10 10 10 10 10 

Source: Authors’ projection in SPSS 

The correlations between stock price and four of the explanatory variables are characterized 

by a high Sig., which exceeds the maximum accepted level of significance. Consequently, in this 
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particular case, we accept as valid assumptions H1, H3, H4, and H5 and we conclude that the return 

on equity, net result, earnings before interest and taxes and earnings per share did not influence the 

stock price for the sample data. By rewriting the model we obtain the new equation and we proceed 

to analyze it: 

y = α0 + α2x2 + α6x6 + α7x7 

Table no.3: ANOVA statistical test - dependent variable Stock_price 
ANOVAa 

Model 

Sum of 

Squares df Mean Square F Sig. 

1 Regression ,107 3 ,036 49,459 ,000b 

Residual ,004 6 ,001   

Total ,111 9    

a. Dependent Variable: Stock_price 

b. Predictors: (Constant), PSR, Dividend_per_Stock, ROA 

Source: Authors’ projection in SPSS 

The critical value is the number that the test statistic must exceed in order to consider the 

test rejected. Here, Fcrit (2,7) is 4.74 at α = 0.05. Since F = 49.459 > 4.74, we can strongly assert that 

the results are significant at the 5% significance level. Furthermore, the null hypothesis is rejected, 

and one would conclude that there is strong evidence that ROA, PSR and Dividend_per_share 

highly influence the share price evolution. 

Looking at the descriptive statistics for this model, we note that during the ten-year period 

analyzed on average the return on assets was 6,519%, the price to sales ratio 1,713 and the average 

dividend per share was 0,01575 lei. 

Table no. 4: Descriptive statistics – dependent variable Stock_price 
Descriptive Statistics 

 Mean Std. Deviation N 

Stock_price ,406440 ,1110428 10 

ROA ,065190 ,0512042 10 

Dividend_per_Stock ,015750 ,0123851 10 

PSR 1,713000 ,6486576 10 

Source: Authors’ projection in SPSS 

Observing the correlations matrix, stock price correlated the strongest (0,777) with price to 

sales ratio, which was expected as the latter is determined by dividing the stock capitalization to the 

turnover, then followed dividend per stock with a Pearson correlation coefficient of 0,557 and the 

return on assets with 0,546. All three predictors correlate strongly and positively with stock price 

and it is expected that their increase will trigger also an increase in the dependent variable. 

The next table (table no. 5) presents the model summary. The correlation coefficient for the 

given predictors (R) is 0,980 in this case and judging by the value of the coefficient of 

determination (R Square) we can state that the independent variables of the regression equation 

explain the variance of the dependent variable (stock price) at the very high rate of 96,10%.  

The Durbin-Watson statistic test is used to identify the presence of autocorrelation in the 

prediction errors called residuals. In this present study, the Durbin-Watson test value is 3,245, 

between theoretical values (0 to 4), which indicates a negative autocorrelation. Negative serial 

correlation implies that a positive error for one observation increases the odds of a negative error 

for another observation and vice versa. 
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Table no. 5: Model summary – dependent variable Stock_price 
Model Summaryb 

Model R 

R 

Square 

Adjusted 

R Square 

Std. Error 

of the 

Estimate 

Change Statistics 

Durbin-

Watson 

R Square 

Change 

F 

Change df1 df2 

Sig. F 

Change 

1 ,980a ,961 ,942 ,0268113 ,961 49,459 3 6 ,000 3,245 

a. Predictors: (Constant), PSR, Dividend_per_Stock, ROA 

b. Dependent Variable: Stock_price 

Source: Authors’ projection in SPSS 

Table no. 6 presents in a synthetic form the estimates for our model coefficients alongside 

statistical individual testing which verifies coefficients assumptions. Firstly, column B is dedicated 

to the value of the coefficient, Std. Error is the coefficient standard error measured by the standard 

deviation of the random distribution, Beta is the value of the standardized coefficient and it 

indicates the change in the dependent variable standard deviation if the predictors change by one 

standard deviation, t is the expression of the significance test for the coefficient and lastly Sig. is the 

test’s critical probability. 

Table no. 6: Coefficients – dependent variable Stock_price 
Coefficientsa 

Model 

Unstandardized 

Coefficients 

Standardized 

Coefficients 

t Sig. 

95,0% 

Confidence 

Interval for 

B 

Correlations 
Collinearity 

Statistics 

B 
Std. 

Error 
Beta 

Lowe

r 

Boun

d 

Uppe

r 

Boun

d 

Zero

-

orde

r 

Parti

al 

Par

t 

Toleran

ce 
VIF 

1 (Constant) ,086 ,028  3,078 ,022 ,018 ,155      

ROA 
,732 ,275 ,338 2,661 ,037 ,059 1,405 ,546 ,736 

,21

4 
,403 

2,48

4 

Dividend_per

_Stock 
2,662 1,137 ,297 2,341 ,058 -,120 5,444 ,557 ,691 

,18

8 
,403 

2,48

3 

PSR 
,135 ,014 ,786 9,764 ,000 ,101 ,168 ,777 ,970 

,78

6 
,998 

1,00

2 

a. Dependent Variable: Stock_price 

Source: Authors’ projection in SPSS 

Through the above statistical processing we can attain the linear multiple regression 

function: 

y = α0 + α2x2 + α6x6 + α7x7 or 

Stock_price = 0,086 + 0,732 x ROA + 0,135 x PSR + 2,662 x Dividend_per_stock 

The collinearity diagnostics confirm that there is no issue of multicollinearity. If the 

eigenvalues would be close to 0, this would indicate that the independent variables are highly 

intercorrelated and that small changes in the data values may lead to large changes in coefficients’ 

estimates. Regarding the condition index, values over 15 are an indicator of collinearity. 

Table no. 7: Collinearity Diagnostics – dependent variable Stock_price 
Collinearity Diagnosticsa 

Model Dimension Eigenvalue 

Condition 

Index 

Variance Proportions 

(Constant) ROA 

Dividend_per_

Stock PSR 

1 1 3,484 1,000 ,01 ,01 ,01 ,01 

2 ,380 3,027 ,04 ,10 ,09 ,10 

3 ,081 6,539 ,01 ,85 ,90 ,00 
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4 ,054 8,002 ,95 ,04 ,00 ,89 

a. Dependent Variable: Stock_price 

Source: Authors’ projection in SPSS 

Changing the analysis approach, we move on to the second part of the study, which focuses 

on the relationship between the daily quotations of OMV Petrom S.A. share price on the Bucharest 

Stock Exchange and oil barrel price evolution during 01.01.2004 – 31.12.2013. Regarding oil price 

we decided to use for our research the Europe Brent Spot Price FOB and is respect to share price 

we used the daily closing quotation. 

Summarizing, the average SNP share price during 2004-2013 was 0,3859 lei/share, reaching 

its minimum on March the 3rd 2009 with 0,1160 lei/share and its maximum on February 2nd 2006 

with 0,6450 lei/share. Generally, share quotation deviate from the mean with 0,1205 lei. On the 

other side, the average oil price quotation was 80,5479 dollars/barrel, its minimum was reached on 

February the 5th 2004 29,02 dollars and its maximum of 143,95 dollars on July the 3rd 2008. On a 

first glance we notice that for both variables the minimum was reached during the same period. 

Table no. 8: Descriptive statistics – oil price and share price evolution 2004-2013 

No. Indicator 
Oil price 

(USD) 

Share price 

(RON) 

1. Maximum 143,9500 0,6450 

2. Minimum 29,0200 0,1160 

3. Average 80,5479 0,3859 

4. Standard Deviation 27,0877 0,1205 

5. Amplitude 114,9300 0,5290 

6. 
Number of 

observations 
2402 2402 

Source: Authors’ projection 

By analyzing table no. 9, we can firmly assert that between share price and oil price there is 

a moderate correlation because the Pearson correlation coefficient has a value close to 0,3 (0,269). 

As the significance level of this correlation is below our theoretical level of 0,05, we can say that 

the correlation is significant.  

Table no. 9: Correlations between stock price and oil quotation 
Correlations 

 stock_price oil_price 

Pearson Correlation stock_price 1,000 ,269 

oil_price ,269 1,000 

Sig. (1-tailed) stock_price . ,000 

oil_price ,000 . 

N stock_price 2402 2402 

oil_price 2402 2402 

Source: Authors’ projection in SPSS 

Table no. 10 summarizes the analysis of variance and helps us understand whether we have 

a statistically significant difference between our selected data. We can see that the significance level 

is 0.000, which is below 0.05 and, therefore, we can say that there is a statistically significant 

difference in the mean oil price and share price. Our F test reveals as well statistical significance as 

it exceeds the theoretical significance threshold. 

Table no. 10: ANOVA statistical test – dependent variable stock_price, predictor oil_price 
ANOVAa 

Model Sum of Squares df Mean Square F Sig. 

1 Regression 2,519 1 2,519 187,027 ,000b 

Residual 32,328 2400 ,013   
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Total 34,847 2401    

a. Dependent Variable: stock_price 

b. Predictors: (Constant), oil_price 

Source: Authors’ projection in SPSS 

As for the model summary table no. 11 tells us that there is a valid link between oil price 

and stock price, that the two variables correlate moderately (R = 0,269) and that the independent 

variable of the regression equation explains the variance of the dependent variable (stock price) at 

the low rate of 7,20%. 

Table no. 11: Model Summary – dependent variable stock_price, predictor oil_price 
Model Summary 

Mod

el 
R 

R 

Square 

Adjusted 

R Square 

Std. Error 

of the 

Estimate 

Change Statistics 

R Square 

Change 

F 

Change 
df1 df2 

Sig. F 

Change 

1 ,269a ,072 ,072 ,11606061 ,072 187,027 1 2400 ,000 

a. Predictors: (Constant), oil_price 

Source: Authors’ projection in SPSS 

Lastly, using the data from table no. 12, we attained the linear simple regression function: 

stock_price = 0,290 + 0,01 x oil_price 

Table no. 12: Coefficients – dependent variable stock_price, predictor oil_price 
Coefficientsa 

Model 

Unstandardized Coefficients 

Standardized 

Coefficients 

t Sig. B Std. Error Beta 

1 (Constant) ,290 ,007  38,973 ,000 

oil_price ,001 ,000 ,269 13,676 ,000 

a. Dependent Variable: stock_price 

Source: Authors’ projection in SPSS 

 

 Results and discussion 

Stock prices are very hard to predict, but as we can see in this case, “blue-chips” companies, 

who are very liquid, not volatile and sought after by the potential investors manage to maintain 

certain centers of interest in their activity through financial communication. The present study 

revealed the fact that the investors that buy OMV Petrom S.A. shares are very interested in the 

company’s return on assets, more so than in its return on equity, contrary to initial expectations 

based on the financial theory (for instance Stancu, 2002). Moreover, they seem to be very attracted 

by the dividend per share the most relevant example occurred in 2008 when the management of the 

company decided not to distribute dividends, the stock price fell by 61% (from 0,495 to 0,19 

lei/share). Through the analysis carried out, there was mathematically proven what was anticipated 

in the incipient stages of the study. 

Given the fact that during the ten-year period the book value of shares has remained 

unchanged (0,10 lei/share), the evolution of this financial rate is given solely by the share price. 

This means that the above analysis is also valid for the price to book ratio, with the exact same 

results. One first conclusion that we can draw is that the management of the company is highly 

appreciated by the investors as the average PBR during 2004-2013 is 4,065. This suggests that due 

to the high profitability of the company which is successfully communicated on the stock market 

through reports and annual accounts, investors are willing to pay several times the book value of a 

share. Even during recession times (for example 2008), the market does not under evaluate 

companies’ assets by comparison to the book value. 

Taking all aspects into consideration, one can state that generally investors see OMV Petrom 

S.A. shares as stable placements and they are a constant in their portfolios. As well, in spite of the 
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inconsistent dividend policy, there is a direct and verified link between dividend distribution and 

share price evolution. The other stock market financial rates and dividend rates that were excluded 

from the model, correlate strongly with the earnings before interest tax depreciation and 

amortization, which also strongly impacts the return on assets and the return on equity. We can also 

notice a direct causal link between share price and oil barrel prices during 2004-2013. 

Despite this connection, the company’s share price variations are more closely linked to 

financial communication and reporting. This last assertion answers the question: which is the most 

powerful tool used by investors in their decision making process, financial and accounting 

information or market conjuncture? Generally it is safe to say that SNP share investor is very well 

informed and that he analyzes carefully the information communicated by OMV Petrom S.A. Also, 

he is guided by performance-guided reasoning in the pursuit of finding a solid and stable funds 

placement.  

 

Concluding remarks 
All things considered, we can note the importance of a thorough financial analysis of each 

indicator’s significance and of the financial information used to determine them. The conclusions 

drawn from the stock market ratio analysis are complementary and grow in relevance if the analysis 

is extended to the annual accounts. Stock market ratios are the most comprising instruments to 

measure the performances of a listed company because they are generated by the cumulated 

influence of risk ratios and financial profitability. 

From the study, we concluded that there is a direct link between the financial performance 

of the company and its evolution on the stock exchange. In order to measure the value creation of 

an economic entity, analysts and informed investors use a wide range of indicators that serve 

complementary purposes: accounting, economic and stock performance indicators. 

Due to the complexity of economic phenomena and the particularities of the operational 

activities of each company, in the absence of a thorough and complete analysis, comprising all 

relevant aspects of a company’s activities, generic economic indicators can mislead unsuspecting 

investors on the capital market. Moreover, investors should seek only to identify not only current 

performant companies, but should strive to find those companies that maintain safe levels of 

sustainable growth, free from high fluctuations in their performance indicators. 
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