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Accounting conservatism and investment efficiency

Nasim Danesh *
Mehrdad Goleyjani

Abstract

The effect of conservatism on the investment efficiency of companies is one of the topics that
has caused many researches in the financial literature. The purpose of this research is to
investigate the effect of accounting conservatism on the investment efficiency of the
company. Based on the analysis of theoretical foundations and researches conducted in this
research, three hypotheses were proposed: 1) In companies where the amount of investment
IS less, conservatism causes an increase in investment. 2) In companies where the amount of
investment is more, conservatism causes a decrease in investment 3) Information asymmetry
has a moderating effect on the relationship between conservatism and investment efficiency.
In order to test the hypotheses, the research model of Garcia Lara et al. (2015) was used.
Accepted in the Tehran Stock Exchange for the period of 2013-2014 and selected and
analyzed using panel data and fixed effects model. The results of the research showed that in
companies with less investment, conservatism increases investment efficiency. Therefore, the
first hypothesis that there is a significant relationship between conservatism and increasing
investment efficiency was confirmed. Also, according to the results obtained in In companies
with higher investment, conservatism reduces investment efficiency, and in this way, the
second hypothesis of the research was also confirmed. Finally, based on the results of
information asymmetry, it does not have a moderating effect on the relationship between
conservatism and investment efficiency. Therefore, the third hypothesis of the research has
not been confirmed.
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