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Investigating the impact of profit management on the credibility
of financial reporting in companies listed on the stock exchange

Reza Mortezzadeh™
Mohsen Khodadadi ?
Farshad Sameni °

Abstract

The main purpose of this research is to investigate the effect of earnings management on the credibility
of financial reporting. The time domain of the research is the five-year period from 2018 to 2022. The
statistical population in this research is all the companies admitted to the Tehran Stock Exchange,
which was sampled from this population using the systematic elimination method. In this research, the
effect of increasing and decreasing profit management was investigated separately on four
characteristics of profit, including the quality of accruals, stability, predictability and smoothness. In
order to test the hypotheses, the values of four characteristics of profit and optional accrual items (as a
representative of profit management) were measured and used in the estimation of multivariable
regression models using the panel data method. The results of the research showed: increasing profit
management reduces the accuracy of forecasting the accuracy of forecasting future operating cash flows
through operating profit components (increasing profit management is of an opportunistic type).
Dilutive earnings management reduces the accuracy of forecasting the accuracy of forecasting future
operating cash flows through operating profit components (dilutive earnings management is
opportunistic). Earnings management through net positive and negative accruals reduces the
sustainability of accounting earnings (earnings management is opportunistic).
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