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Y B IR RUPRES

Obs.™ Minimum Maximum Mean Std. Deviation
SYNCH 1115 -3.00 1.12 -1.43 0.78
R-Square 1115 0 0.930 0.095 0.108
AUDIT 1115 0 1.00 0.19 0.69
INDEP 1115 0 10.00 385 1.49
LOWN 1115 0 99.51 49.79 2249
FOWN 1115 0 77.58 15.58 16.06
SIZE* 1115 128,013 287,974 177 4,544 700 14,964,856
RISK 1115 103 52,852 3,606 4,856
LEV 1115 0.01 140.26 1.68 483
MTB 1115 0.07 3544 1.25 1.42
SNtat oy o ¥ g

AUDIT INDEP LOWN FOWN SIZE RISK LEV MTB
AUDIT 1
INDEP 279" 1
LOWN 0.052 0.055 1
FOWN 420" .198™ -0.001 1
SIZE 2317 249" 0.021 180" 1
RISK 170 122" 425" 201" 517 1
LEV -0.017 -.060° -0.036 -.082" 0.017 -0.036 1
MTB 1397 092" .086" 075" 147" 377" 618~ 1
Obs. 1115 1115 1115 1115 1115 1115 1115 1115

**_Correlation is significant at the 0.01 level (2-tailed).

*. Correlation is significant at the 0.05 level (2-tailed).
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Pool OLS Fixed Effects Random Effects Robust REM VIF
Coef. Std. Err. Coef. Std. Err. Coef. Std. Err. Coef. Std. Err.
AUDIT 0.14*** 0.047 0.067 0.108 0.106** 0.059 0.106* 0.065 131
INDEP 0.032** 0.014 0.0410 0.108 0.038** 0.017 0.038** 0.018 1.15
FOWN 0.020*** 0.001 0.021*** 0.003 0.020*** 0.002 0.020*** 0.002 1.28
LOWN -0.005*** 0.001 -0.002 0.002 -0.005*** 0.001 -0.005*** 0.001 1.03
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LEV 0.018 0.006 0.019* 0.010 0.018 0.007 0.018 0.006 1.99
MTB -0.062*** 0.021 -0.073** 0.035 -0.064*** 0.024 -0.064*** 0.024 2.32
R-Square 0.2580 0.2751 0.2615
F-test 2.86***
Hausman Test 6.74
Chi-square (x2) Heteroskedasticity) 157.39***
Observations 1115
oW.r-¢

Fo ol ods Ol 4o Jsb o ¥ sl 55 B3lad Sl 31 e 5 Sl 31 ¢ gmead O g 85 Joe 4 il
Jbo b awslie 53 (65 cmlie dde Sl 131 Jie 87 a0 0l PO.01 (g)lsbme o | test=2.86
T N N P g oL RCHJ\ FUR P PRIV I Y NVRONP I PO5 | RGPS

.:,&@Cw!dgbjn)l,umlduw(6ﬁ)6@a?g6@\cjbd¢g,\,@wu
o 1 ol Slsan ol 51 Ao s3 YPIYO das o OLES 45T ol +/YPAD a1 o B3bad ST Joe )
Jie o e i CAUDIT) (co oo oS oIS 55k 4 087 (o Sy Jin o ite e same 51 015
plew o33k (S oa b ate LU SIZE) s i o5l 3 FOWN) )= S (INDEP)
A6 MTB) 5L il @ ¢85 il Cams s COWN) e S 505 8 I s 1,05 (SYNCH)

Las = olis b ab)'Li LSAL‘J“AJ" GQ.A



AR O‘j@‘.‘)b\'@.éb}‘u"))‘.)’""\"zaﬂ.;\iéudﬁfk@"”""jl’.éfﬁﬁ@“}f‘“"%ﬁjug_f'“Jj‘f

o Ll plew 035l 358 oo Eely o plao YL CLdS Ll oy ol 4 Dl plnil b (s3lgiy 4
O OLlalgw 5 Ol e G DML O, pde 2alS Lol v plocm g CokS AS 42 ) 5 S
dauly Olge 4 Olo plus 558 o0 b g Js Gla OS5 o 9 Bl Ol bl 5 oS J ST Oyl delgn
ool oy o ) S h e [y 0k i1 b Sl jlael S Wsd w5 b ys Sl gl
g ol Coad Glojan SNl Gl o8 L OT 51 (S ol San 015 Sbsler Glsl s L1k I
5 SNl Lases CoiS bl 0ol sl o€ s &S s o DL (6,50 dal s 4 (puiman 5,108 o e
S il lslian 5T 55 it e 3550 53 O 85 o 3 Vsl ST o0 o 1 plem 035l (S o
S5l S Sl 0l ante maby 4 Sbosl )3 s o O a3l Sljer 1y ol Sl 50 ke
il 4 Ol ylialgm 28 55 550 53 Madl o OIS Wl S Hlie b &S 5 0 pde Cid 3 ol 2l E Ol e
Cosl silaie ¢l s €3 87 dal g &J,Upd@,;ﬁﬁgfﬁcb,;ﬁouw\h?ﬁ&\ﬁ)@gw
Sl L s 15 5h Cou gl ciST L Salen x5 1y 3le Olojer dilgn ke 53 ol &S
S shilen ool g b T O Sl Blos) oo S e 3 sy ook =Sl dube Sl okt A5 s oy b
ws s Cans Sl las &G Olge 4 L5 o Sl ol o0 8 blaal 01y o 5eb s slaylil L=l Ly, )
S gh
S5 4wt § om0
o ol 5 sl Sl o e dal)y b5 Gl (el 2S00, ST L (aS G 6 Sl anlllas
plem b (5l Olejon b 2t DL oo plom iS4 505 0L i ol ol ol 15k 5 plomr (S~
Sl 5 S8 b s B1E Sl (el oS s b5 5 el Gl SOl a1 Bl s
8l cpl Kas el 5y onl 31355 o plimr b i lajen Zel s g 4 8 At (gr 3 |5 AL
S8 Osaly o o8 5l 5 slgii cal bl SOl L 5 plgw ik Sljer oy oo dlaly Ly o
ST o S ole seb 5 S 5o plew Sl jen
S8 Slido 55 eud slgiin (e o8 s Bl pl &S el ) bl Gaies OV g s (Jl ol b
ST o JBs 1) (ilien (5o e ol 5L 8 53 5 Sl Sslise 5 Slas ghls plgw b 15 AST a5 (& 1,
OT (s 5 OT oo b 5 s )13 anlllas 5,50 ol aiej &S5 3 1) O b sl o280 & s sl
s Lol Lo
a>h 9 mbe
1.  Almarayeh, T., Aibar-Guzman, B., & Abdullatif, M. (2020). Does audit quality
influence earningsmanagement in emerging markets? Evidence from Jordan. Revista De
Contabilidad, 23(1), 64-74.https://doi.org/10.6018/rcsar.365091
2. AnhN., Thu,V.,& Quynh,D. (2020). Corporate Governance and Stock Price
Synchronicity: Empirical Evidence from Vietnam. International Journal of Financial
Studies,8(2), 1-13.https:// doi.org/10.3390/ijfs8020022
3. Bertrand, M., Mehta, P., & Mullainathan, S. (2002). Ferreting Out Tunneling: An

Application to Indian Business Groups. The Quarterly Journal of Economics, 117(1), 121-
148. https://doi. org/10.1162/003355302753399463



V{)\‘—V??updfd d\:.«aﬁ) AY o)l.a.fia c‘_;)l.b_ch,iﬁmﬁ ui)" ‘5;..&}}1 <_;La;j§.u) \Y

4.  Boubaker, S., Mansali, H., & Rjiba, H. (2014). Large controlling shareholders and
stock price synchronicity. Journal of Banking and Finance, 40(1), 80-
96.https://doi.org/10.1016/j. jbankfin.2013.11.022

5. Chae, S. J., Nakano, M., & Fujitani, R. (2020). Financial reporting opacity, audit
quality and crash risk: Evidence from Japan. Journal of Asian Finance, Economics and
Business, 7(1), 9-17. https://doi.org/10.13106/jateb.2020.vol7.no1.9

6.  Chan, K.,& Chan, Y.C. (2014). Price informativeness and stock return synchronicity:
Evidence from the pricing of seasoned equity olJerings. Journal of Financial Economics,
114(1), 36-53. https://doi.org/10.1016/j.jfineco.2014.07.002

7. Chan, K.,& Hameed, A. (2006). Stock price synchronicity and analyst coverage in
emerging markets. Journal of Financial Economics,80(1), 115-147.

8. Chen, K. C., & Yuan, H. (2004). Earnings management and capital resource allocation:
Evidence from China’s accounting-based regulation of rights issues. Accounting Review,
79(3), 645-665. https://doi.org/10.2308/accr.2004.79.3.645

9. Cohen, D., Dey, A., & Lys, T. (2008). Real and accrual-based earnings management in
the pre and post-Sarbanes- Oxley periods. The Accounting Review, 83(3), 757-787.
https://doi. org/10.2308/accr.2008.83.3.757

10. Dasgupta, S., Gan, J., & Gao, N. (2010). Transparency, Price Informativeness, and
Stock Return Synchronicity: Theory and Evidence. Journal of Financial and Quantitative
Analysis, 45(5), 1189-1220.https://doi.org/10.1017/S0022109010000505

11. DeAngelo, L. (1981). Auditor size and audit quality.Journal of Accounting and
Economics, 3(3),183-199.https://doi. org/10.1016/0165-4101(81)90002-1

12.  Farooq, O., &Ahmed, S. (2014). Stock Price Synchronicity and Corporate Governance
Mechanisms: Evidence from an Emerging Market. International Journal of Accounting,
Auditing and Performance Evaluation,10(4), 395-409. https://
doi.org/10.1504/1JAAPE.2014.066392

13. Fernandes, N., and Ferreira M. (2009). Insider Trading Laws and Stock Price
Informativeness. The Review of  Financial  Studies, 22(5), 1845-887.
https://doi.org/10.1093/rfs/hhn066

14. Gul, F., Kim, J., & Qiu, A. (2010). Ownership concentration, foreign shareholding,
audit quality, and stock price synchronicity: Evidence from China. Journal of Financial
Economics,

15. Haggard, K., Martin, X., & Pereira, R. (2008). Does Voluntary Disclosure Improve
Stock Price Informativeness? Financial Management, 37(4), 747-
768.https://doi.org/10.1111/5.1755-053X.2008.00033.x

16. Hu, C., &Liu, S.(2013). The Implications of Low R2: Evidence from China. Emerging
Markets Finance and Trade,49(1), 17-32. https://doi.org/10.2753/REE1540-496X490102

17. Hussainey, K. (2009). The impact of audit quality on earnings predictability.
Managerial Auditing Journal, 24(4), 340-351. https://doi.org/10.1108/02686900910948189
18. Hutton, A.P., Marcus, A.J., Tehranian, H. (2009). Opaque financial reports, R2, and
crash risk. Journal of Financial Economics, 94, 67-86.
[https://doi.org/10.1016/].jfineco.2008.10.003

19. Jin, L., and Myers, S. (2006). R2 Around the World: New Theory and New Tests.
Journal of Financial Economics,79, 257-292. https://doi.org/10.1016/].jfineco.2004.11.003
20. Kelly, P. (2014). Information elIciency and firm-specific return variation.Quarterly
Journal of Finance,4, 1450018. https://doi. org/10.1142/S2010139214500189

21. Kim, J.B., Chung, R.,& Firth, M. (2003). Auditor conservatism, asymmetric monitoring
and earnings management. Contemporary Accounting Research, 20, 325-359. https://doi.
org/10.1506/J29K-MRUA-0APP-YJ6V



VY O‘j@)""@%é‘)}‘d"))‘,)’""\:"aj.:‘:‘,dudjj'f\{"""-’jl{ggfﬁjg‘j\‘“"%ﬁjug")j-!

22. Legoria, J., Reichelt, K.J., & Soileau, J.S. (2017). Auditors and disclosure quality: The
case of major customerdisclosures. Auditing: A Journal of Practice & Theory, 37(3), 163-
189. https://doi.org/10.2308/ajpt-51835

23. Mansi, S.A., Maxwell, W.F. and Miller, D.P. (2004). Does auditor quality and tenure
matter to investors? Evidence from the bondmarket.Journal of Accounting Research, 42(4),
755-793. https://doi.org/10.1111/5.1475-679X.2004.00156.x

24. Morck, R., Yeung, B., & Yu, W. (2000). The information content of stock markets:
Why do emerging markets have synchronous stock price movements?.Journal of Financial
Economics, 58(1), 215-260.https://doi.org/10.1016/S0304-405X(00)00071-4 Ntow-Gyamfi,
25. M., Bokpin, G., & Gemegah, A. (2015). Corporate governance and transparency:
Evidence from stock return synchronicity. Journal of Financial Economic Policy, 7(2), 157-
179.https://doi.org/10.1108/JFEP-10-2013-0055

26. Piotroski, J., & Roulstone, D. (2004). The Influence of Analysts, Institutional Investors,
and Insiders on the Incorporation of Market, Industry, and Firm-Specific Information into
Stock  Prices.  The  Accounting  Review,  79(4), 1119-1151.  https://doi.
org/10.2308/accr.2004.79.4.1119

27. Rahman, M. M., Meah, M. R., & Chaudhory, N. U. (2019). The Impact of Audit
Characteristics on Firm Performance: An Empirical Study from an Emerging Economy.
Journal of Asian Finance, Economics and Business, 6(1), 59-69.http://doi.
org/10.13106/jafeb.2019.vo016.n01.59

28. Roll, R. (1988). R2. Journal of Finance,43, 541-566. https://doi. org/10.1111/;.1540-
6261.1988.tb04591.x

29. Salehi, M., Moradi, M., & Paiydarmanesh, N. (2017). The ellect of corporate
governance and audit quality ondisclosure quality: Evidence from Tehran Stock Exchange.
Periodica Polytechnica Social and Management Sciences, 25(1), 32-48. https://doi.
org/10.3311/PPso0.8354

30. Vo, X. (2017). Do foreign investors improve stock price informativeness in emerging
equity markets? Evidence from Vietnam. Research in International Business and Finance,42,
986-991. https://doi.org/10.1016/j.ribat.2017.07.032

31. Wachid, F., & Yunita, D. (2019). The disclosure of financial and non-financial
performance via narrative communication: Islamic Bank Annual Report. Sebelas Maret
Business Review, 4(2), 77-92.



V{)Y‘—V?f‘updfd dl:.«aﬁ) AY o)l.a.fia “5)‘-\4.\.“4’-}&:4”].:#)) ui)" ‘5;..&}}1 <_;La;j§.u) \¥

Investigating The Impact of Audit Quality on The Stock Return
Co-Movement of Companies Listed on the Tehran Stock
Exchange

Mehrdad Khakzad Bonab '
Aysan Mirzaiy Solhi *
Date of Receipt: 2022/12/26 Date of Issue: 2023/02/14

Abstract

This paper aims to investigate the relationship between audit quality and the level of co-movement of
stock returns of companies listed on the Tehran Stock Exchange. This experimental study is designed
based on quantitative method and deductive approach. The panel data set includes 256 companies
from different industries with 1115 annual observations in the Tehran Stock Exchange between 1397
to 1401. In the research, an econometric regression model has been created by using the simultaneity
of stock returns as the dependent variable and audit quality as the independent variable. Some control
variables are also added to econometric regression models because the effect of these models on
stock price concurrency has been well proven in previous studies. In order to improve the accuracy of
the regression coefficients, in addition to the ordinary least squares, the random effects model has
been used, and to improve the statistical analysis of the combined data set, the fixed effects model
has been used. The results show that audit quality has a positive relationship with stock price
synchronization. This finding indicates that the stock returns of companies with a higher audit quality
level are more aligned with the market.
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