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Investigating the Relationship between Default
Risk and Earning Response Coefficient (ERC)

Ali Ebrahimi Kordlar', Zohreh Mohammadi Shad 2

Abstract: One of the factors that previous studies have identified as
an influential factor in Earning Response Coefficient (ERC) is default
risk. The purpose of this study is to investigate the relationship
between default risk and Earnings Response Coefficient in Tehran
stock exchange during the years 1388 to 1391. This study used two
proxies to measure default risk; leverage ratio and f-score. To test the
effect of default risk on earnings response coefficients, reverse
regression of abnormal returns and unexpected earnings is used and
the effect of systematic risk and the growth opportunity on earnings
response coefficients are controlled. The results of the study reveal a
significant negative relationship between default risk and ERC.
Results indicate that default risk is not only important for creditors,
but it is also important for investors and affects their reaction to good
and bad news from earning announcement.

Keywords: Cumulative Abnormal Return, Default Risk, Farnings Response
Coefficient, Systematic Risk, Unexpected Earning.
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The Impact of Conservatism on Management
Earnings Forecasts

Gholam Hossein Asadi 1, Morteza Bayat 2

Abstract: This research examines the relationship between
conservative financial reporting and management earnings forecasts.
In this study, data from 76 firms listed in the Tehran Stock Exchange
from 2005 to 2011 has been collected and the research hypothesis has
been tested by utilizing the regression coefficient analysis.
Conservatism was measured using the Gioly and Hayn model (2000),
Basu model (1997) and Market-t- Book (MTB) standard and the
effects of conservatism on management earnings forecast was
measured. The results show that conservatism has a significant and
negative relationship on the number and frequency of earnings
predictions by managers; i.e. the greater the degree of conservatism is
among managers, the less willing the managers are to disclose and
reveal their forecasts. However, no relationship was observed between
conservatism and the accuracy of predictions. The results also show
that there is asignificant and negative relationship between
conservatism and predicting validity. In other words, as conservatism
level increases, the earnings prediction error by managers decreases.

Keywords: Accuracy of Predictions, Conservatism, Frequency of Earnings
Predictions, Predicting Validity.
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The Impact of Stock Price Changes on Voluntary
Disclosure in Firms Listed in Tehran Stock
Exchange (TSE)

Omid Pourheidari 1, Rahim Arababadi 2

Abstract: The main objective of this study is to investigate the
relationship between stock price changes and voluntary disclosure of
managers. Specifically, it aims to investigate whether stock price
declines prompt managers to voluntarily disclosure the previously
withheld information (management forecasts). The population of the
study includes the firms listed in Tehran Stock Exchange (TSE)
between 2002 and 2011. The results indicate that following larger
stock price declines, managers are more likely to release forecasts
(good or bad news) but that there is no association between the
likelihood of releasing forecasts and the magnitude of stock price
increases. More generally, this study provides evidence that managers
disclose good news and withhold bad news in order to maximize their
firm’s stock price. However, a stock price decline as a result of a
public event such as income statement can encourage managers to
disclose previously withheld bad news which in managers’ viewpoint,
might not be unfavorable anymore after larger stock price decline, and
might now be considered as good news.

Keywords: Bad News Withholding, Income Statement, Management Forecasts,
Stock Price Change, Voluntary Disclosure.
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Investigating the Effect of Ownership Structure
on Audit Fees

Vali Khodadadi !, Ramin Ghorbani %, Nikoo Khansari*

Abstract: The purpose of this study is to evaluate the effect of
ownership structure on the audit fees of listed companies in Tehran
Stock Exchange. In this paper, the variables of family ownership, state
ownership, institutional ownership and management ownership are
used as ownership structures affecting the audit fees. In this context,
four hypotheses were developed to explain the relationship between
ownership structure and audit fees. The hypotheses and data were
formulated for companies in Tehran Stock Exchange for the period
between 2006 and 2011 and compositional data regression model was
used to test the hypotheses. The results showed that family ownership
and state ownership significantly affect audit fees, but the impact of
institutional ownership and management ownership on audit fees is
not significant.

Keywords: Audit Fees, Family Ownership, Institutional Ownership, Managerial
Ownership, State Ownership.
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Investigating the Relationship between Growth
and Profitability of the Companies Listed
in Tehran Stock Exchange Using a
Simultaneous Equations System

Shokroolah Khajavi 1, Sajad Behpur 2, Alireza Momtazian 3, Mohsen Salehinia *

Abstract: There is a duality in studies on the relationship between
growth and firm profitability. While some studies have examined the
effects of growth on firm profitability, other studies have examined
the effects of firm profitability on growth. Reviewing the evidence of
the validity of both approaches mentioned above can mean that there
is a bilateral (two-sided) relationship between these two variables. In
this regard, the goal of present research is to study the bilateral
relationship between growth and firm profitability in 173 companies
listed in Tehran Stock Exchange (TSE) during 2003 to 2011. First, the
bilateral relationship between the two variables was confirmed with
Granger causality test and then simultaneous equations system was
estimated using two-stage regression. The results express that there is
a bilateral relationship between growth and firm profitability of listed
companies of TSE. In other words, the results of the simultaneous
equation system are more reliable and valid than that of single-
equation.

Keywords: Firm Growth, Firm Profitability, Simultaneous Equations System.
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The Effect of Uncertainty Level on Stock
Prices Reaction to the Good News and
Bad News during Business Cycles

Mehdi Meshki 1, Hossein Ashrafi?®

Abstract: The main purpose of the present research is to investigate
the reactions of stock prices to good and bad news during economic
expansions and recessions under different levels of uncertainty. The
study period is between the years 1385 to 1390 and the population of
the study is 111 companies listed in Tehran Stock Exchange (TSE).
We use Generalized Method of Moments and Partial Least Squares
method to analyze the research variables. The results show that high
or low uncertainty is not effective in the reaction of stock prices to bad
news in time of prosperity. Also the results suggested that when good
news arrives during recessions, higher uncertainty of investors leads to
relatively smaller price increase and vice versa.

Keywords: Bad News, Good News, Prosperity, Recession, Uncertainty.
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Investigating the Relationship between Corporate
Governance and Systematic Risk

Mohammad Reza Nikbakht ', Zahra Taheri 2

Abstract: Open economy policy and increasing communication among
companies has led to their interaction on one another, therefore, the managers
are dealing with more uncertainty concerning their basic operations. In order
to confront such uncertainty, managers have to use the most appropriate
management policies. This can be done by implementing corporate
governance. Theoretically, corporate governance can be used as a means to
change systematic risk. This study examines the relationship between
corporate governance and systematic risk among firms listed in Tehran Stock
Exchange. In order to realize this aim, the financial information of 154 firms
between 2004 and 2011 has been used. The statistical method used for testing
the hypotheses is OLS Regression. The Research model has been initially run
for the whole data. Then in order to examine each hypothesis more precisely
based on the classifications of Per Steve (2011) the model was run in three
different categories of firms (firms with beta lower than 0.5 as low-risk, firms
with beta between 0/5 & 1 as medium-risk, and firms with beta higher than 1
as high-risk firms). The findings of the research show that there is a
significant relationship between the percentage of institutional ownerships as
one of the corporate governance elements and systematic risk. There is an
inverse relationship between the percentage of other independent directors of
firms and systematic risk; however, the relationship in other categories of
firms is not significant.

Keywords: Corporate Governance, Institutional Ownerships, Independent of
Directors, Systematic Risk.
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