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Investigating the Effect of Financial Reporting Quality and Profit
Power on Equity Return

Beranoosh Karimi*

Abstract

The quality of financial reporting indicates the appropriate performance of companies and higher
usefulness for predicting future profits, and also companies should increase the trust of information
users and allocate more resources to improve performance and subsequently increase the return on
equity. to receive Therefore, the quality of financial reports and its relationship with the return on
equity of companies is important. In addition, the concept of "earning power refers to the level of
corporate profit that a company is expected to earn in the future”. Therefore, earnings power is
another important factor for investors to evaluate the future-oriented financial stability of companies.
When companies increase their operating activities, assets are used more efficiently and in turn
positively affect the companies' return on equity. The aim of this study; Investigating the relationship
between the quality of financial reporting and the power of profit on the return on equity. The
statistical sample includes 82 companies during the period of 1391 to 1400. Hypotheses testing was
performed using linear regression and using Eviuz software. The results of the research showed that
the effect of the quality of financial reporting and the power of profit on the return on equity is direct
and significant.
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