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The Effect of Investors Sentiment and
Accounting Information on Stock Price

Mohammad Reza Nikbakht', Amir Hossein Hossein Pour?,
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Abstract

This paper analyzes the mechanism behind the effects of investor
sentiment and accounting information on stock price, based on the
residual income valuation model. This study Uses data from firms listed
in Tehran Stock Exchange over a period of 6 Years (2009-2014, In Solar
Calendar) and constructs investors' Sentiment Index and examines
investors' sentiment effect on the perspective of the expected earnings
growth and the required rate of return. Furthermore, this study
investigates the joint effect of investors sentiment and accounting
information on stock price, through the correlation method. The
empirical results show that investors sentiment can change the expected
earnings growth, and thus affects the stock price. However, investor
sentiment has no significant effect on the required rate of return. In
addition, interaction of accounting information and investors sentiment,
in high volatility of earnings, can explain the stock price. It should be
noted that accounting information has more effect on stock price when
earnings are more stable; whereas the sentiment puts a greater impact on
stock prices when there is more information uncertainty.
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Abstract

Audit Committee as one of the key mechanisms of corporate
governance can lead to improvement of corporate disclosure quality and
capital markets efficiency. Proportions of non-executive directors of the
Board are effective on formation of an efficient Audit Committee. So,
the aim of this study is to examine the effect of the proportion of non-
executive directors on relation between characteristics of audit
committee (including financial expertise, size, tenure, and experience)
and quality of corporate disclosure of firms listed in Tehran Stock
Exchange. The sample includes 71 firms listed in Tehran Stock
Exchange during the period from 2012 to 2013. After collecting data,
research hypotheses are tested using software Eviews7. The results show
that two characteristics of the Audit Committee (Tenure, and
experience) have a significant positive relation with quality of corporate
disclosure, but the other characteristics of the audit committee (financial
expertise, size) have no significant relation with the quality of corporate
disclosure. In addition, the findings of this research indicate that
proportion of non-executive directors of the Board has a significant
positive effect on the relation between experience of the audit committee
and quality of corporate disclosure, but it has no moderating effect on
the relation between other characteristics of the audit committee and
disclosure guality.

Keywords: Audit committee characteristics, quality of disclosure, Proportion
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Abstract

One of the major challenges facing firms is obtaining funds needed to
finance current operations and investment. Financing of firms is
influenced by different many internal and external factors. On the other
hand, several studies have shown that due to the problems of the
traditional theory of capital structure, financial flexibility is one of the
main factors effective on financing of firms. This study examines the
relation between financial flexibility and finance type (debt or equity).
For this purpose, 108 firms listed in Tehran Stock Exchange from 2003
to 2013 are studied. In this study, the marginal value of cash which is an
indicator of financial flexibility is calculated using the model horoscope
Faulkender and Wang (2006) and then the impact of financial flexibility
on financing through stock or debt or a combination is investigated using
simple and multiple logistic regression. The results show that financial
flexibility has a significant and positive relationship with firms'
transitory debt issuance, but it has no significant relation with equity
issuance. In this study, transitory debt means the debt over the estimated
optimal leverage.

Keywords: Financial Flexibility, Capital Structure, Transitory Debt, Optimal
Leverage.
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Abstract

One of the main steps in formatting financial reports is negotiation
process between auditors and their clients in order to remove conflicts.
This negotiation substantially affects final reports quality and may have
consequences for parties involving this process and their firms and the
whole society. This research is aimed to model the process by data-based
theory and in-depth interviewing with experts from both parties i. e.
audit partners and firms managers. Moreover, this study considers
various levels of audit suppliers (audit firm and audit team) in this
modeling. This study includes 30 interviews using snowball sampling.
Findings show that main reasons for creating the conflicts between
auditors and clients are 1. Instrumental reasons (standards and rules) 2.
Knowledge reasons 3. Information reasons (information asymmetry) 4.
Business reasons. Negotiation requires parties' knowledge quality,
negotiation skills and purpose. Based on parties' opinion, implementing
a constant paradigm and win-win negotiation requires an independent
and logical discussion, assuring, and appropriate corporate governance.
In this process, main challenges are insufficient industrial expertise of
auditors, clients' inappropriate interpretation of auditing and insufficient
corporate governance mechanisms. Finally, study model is approved by
2 persons of initial sample and 2 experts.

Keywords: Modeling, Conflict, Negotiation
Jel clacification: G34

DOI: 10.22051/jera.2017.2623
! Associate professor of accounting, Tehran university, Corresponding author (smehrani@ut.ac.ir)
2 Assistant prof. of accounting, Azad university of central Tehran, (heskandar@utac.ir)



Empirical Research In Accounting / Winter 2017 6

The Effects of Psychological Biases on
Auditors' Professional Skepticism

Shirku Hormozi', Hashem Nikomaram?, Rmazanali
Royaie’, Fereydon Rhnemaye Rodposhti*
Received : 2016/06/11
Approved: 2016/09/10

Abstract

Most of the researches conducted in the area of predicting financial
performance of the companies and particularly bankruptcy have
anticipated and/or compared merely the predictive ability of the models,
for which financial ratios and company size have been used. However,
this study aims mainly to investigate the effectiveness level of corporate
governance and conservatism mechanisms in order to contribute to the
predictive power of financial disclosure and accordingly, financial
performance of the companies. The statistical population of the research
includes 90 firms listed in Tehran Stock Exchange (45 ones with poor
performance and 45 ones with strong performance). Artificial Neural
Network has been used to establish the difference between poor and
strong companies. The results of the study indicate that variables
including corporate governance and conservatism don’t have significant
effect on prediction accuracy of the financial performance based on
neural network.
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Abstract

Many studies have been made on the factors affecting earnings
management and the level of correlation among them. But the factors
affecting prediction of earnings management is less considered. This
study examines capability of models Support Vector Regression (SVR),
Least Angel Regression (LARS) and Adaptive Neural Fuzzy Network
(ANFIS) for earnings management. The sample includes firms listed in
Tehran Stock Exchange from 2006 to 2012. The findings show that
Support Vector Regression (SVR) , Least Angel Regression (LARS)
and Adaptive Neural Fuzzy Inference System (ANFIS) have the most
capability in earnings management respectively.

Keywords: Earnings management, Support vector Regression (SVR), Least
Angel Regression (LARS) , Fuzzy neural network (ANFIS).
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Abstract

Audit committee, as one of the main mechanisms of corporate
governance, is obliged to examine the initial auditing program and
interaction with external auditors in the process of financial reporting.
Thus, it is likely to be influential on the auditing scope, auditor’s effort,
and audit fee. This research is aimed to explore the effects of audit
committee characteristics (including financial expertise, independence,
and size) on audit fees. To do this, the data related to the firms listed in
Tehran Stock Exchange is extracted for a period from 2012 to 2014. The
research hypotheses are analyzed using regression model of
compositional data. The results show that audit committee financial
expertise and independence has a positive and significant relation with
audit fees. Yet, there was no significant relationship between audit
committee size and audit fees. Further, regarding the control variables
used in this research, the results show a positive and significant relation
of financial leverage, ratio of accounts receivable and inventory, audit
firm size and Board of Directors meeting frequency with audit fees.

Keywords: Corporate governance, Audit committee, Audit committee
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Abstract

This paper examines the reliance measure of external auditors on the
audit evidence as a fundamental factor in the audit report on the
Governmental agencies. Also, this study investigates which audit evidence
has more reliability and higher degree than other types of audit evidence.
The statistical society of this research includes independent auditors in the
audit organization and other audit institutions. The data has been collected
using a questionnaire. For stability of internal and intermediate consistency
of variables, Cronbach's alpha coefficient is used. In this study, LISREL
and SPSS21 software is used for data analysis and the results are presented
in two parts: of descriptive results and analytical results. In the descriptive
results, plenty, frequency, pie chart, and column chart are used to describe
the demographic and main variables. In the analytical results, one sample
t-test and Friedman test are used. The results indicate that according to the
Friedman test ranking, audit evidence and analytical methods have the
highest and inquiry has the lowest degree of reliability of evidence. Also,
the findings reveal a 95%-assured significant correlation between the
independent and dependent variables.

Keywords: audit evidence, the reliability of audit evidence, the independent
auditor, the audit report, Governmental agencies.
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Abstract

Over the last decade, International Accounting Standards Board (IASB)
and Financial Accounting Standards Board (FASB) have concluded that
publication of an exposure draft to ensure the quality of accounting
standards would not be enough anymore. Indeed, a comprehensive Post
Implementation Review (PIR) of accounting standards should be
performed to ensure the effectiveness of approved accounting standards.
In other words, one more step has been added to accounting standards
setting process and in future one of the main challenges towards standard
setters would be the fact that whether their PIR has a prompt feedback or
not. This research attempts to provide a proper PIR framework for
accounting standards of Iran through comparative studies of frameworks
designed by pioneering accounting standard setters, with participation of
various stakeholders (108 people including university professors,
enterprise Chief financial officers, expert external auditors and Chief
investment officers). In the proposed framework, we answered to these
questions: "Who performs the PIR? When is the PIR performed? What
are the general and specific objectives of the PIR? How is the PIR
process? What is the content of the PIR report?".

Keywords: Post Implementation Review of accounting standards, effectiveness
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Abstract

This study is aimed to investigate the effect of corporate governance
mechanisms on conditional conservatism of firms listed in Tehran Stock
Exchange. Data are collected from 125 firms in the period from 2009 to
2013. The research considers elements of corporate governance
mechanisms as independent variables, unconditional conservatism as
the dependent variable, and three variable of firm size, the ratio of equity
market value to book value, and financial leverage as control variable.
To conduct this research, a main hypothesis and four secondary
hypotheses are provided and for data analysis, Eviews statistical
software version 8 is used. The research uses the correlation and,
according to the target, a functional method. The results show that
corporate governance mechanism has a negative effect on unconditional
conservatism, institutional ownership and managerial ownership, and
also it leads to decreases in unconditional conservatism.
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