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Abstract:

This study aimed to analyse the impact of accounting for price changes (inflation) on the quality of accounting
earnings, with application to Faisal Islamic Bank (FIB), using data from the bank's annual reports from 2016
to 2020. The results revealed that relying on historical cost under inflation leads to distortion of income and
distribution of fictitious profits, and showed that there is a significant difference between the value of assets at
historical cost and their value adjusted according to an inflation-adjusted accounting model. The study
recommended that accounting policies should be modified to include inflation adjustments, which could
improve the accuracy of financial statements by up to 22.21% on average, and that inflation-adjusted
accounting models should be adopted to ensure more accurate valuation of assets and liabilities, thereby

making more effective financial decisions.
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