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1. Central Bank of Iran: http://www.cbi.ir

2. Tehran Stock market web site: http://www.tse.ir

3. Knoema web site: https://knoema.com/wyhljsd/kilian-index-of-global-economic-activity

4. policy uncertainty web site: https://www.policyuncertainty.com
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3. Discrete Wavelet Transform
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1. Continuous Wavelet Transform
2. Aguiar-Conraria & Soares

3. Aguiar-Conraria et al

4. Admissibility condition

5. Dong et al

6. Morlet
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INTRODUCTION

The expected return is one of the main variables in guiding investors' decisions in
the stock market and its accurate forecast is of great importance for investors. The
amount of money a person expects to receive from their investments is called the
expected return. The expected return is a tool to determine whether an investment with
a median net income is negative or positive. In addition to portfolio allocation and
investor risk control, this variable also plays a key role in asset pricing and valuation,
and performance evaluation of firms. For this reason, identifying its determinants is one
of the most important issues in financial research.

There are several ways to calculate the expected return. The capital asset pricing
model (CAPM) is the most common way to calculate expected returns. Other methods
include the three-factor model of Fama and French, the four-factor model of Carhart,
the five-factor model of Fama and French, and the six-factor model, which have been
extensively evaluated and compared in studies. Recently, seven-factor models have
been proposed that can increase the accuracy of predicting expected stock returns. This
model has not yet been extensively tested and evaluated empirically, and only a few
external studies have compared it with previous multifactorial models. In this regard,
the purpose of this study is to evaluate the seven-factor model on the Tehran Stock
Exchange and compare it with the CAPM model and the three-factor model of Fama
and French to predict the expected return on shares of financial companies listed on the
Tehran Stock Exchange from 2016 to 2019.
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MATERIALS AND METHODS

This research is applied type with a quantitative descriptive-analytical approach.
The library method has been used to collect information related to the literature and
research background. In this way, books, articles, and dissertations available on Internet
sites and databases have been used for this purpose. Statistics and information about
final stock prices, market value, total market index, trading volume, and liquidity ratio
have been collected directly and indirectly from the website of the Tehran Stock
Exchange Technology Management Company (TSETMC). Information about the book
value of the companies has been collected from the coral website and statistics related
to the commaodity index have been collected from the website of the Central Bank of
the Islamic Republic of Iran. Also, the process of data collection and calculation has
been done in the Excel software environment and Eviews10 software has been used to
estimate the pattern.

The statistical population of this research is the companies listed on the Tehran
Stock Exchange from 2016 to 2019 that operate in the financial sector. Data are
collected monthly. To select a sample from all financial companies listed on the Tehran
Stock Exchange, the following items have been considered:

* The selected share must be in the financial sector of the stock exchange.

* The selected share must be a public stock.

 Daily information on closing price, book value, market value, and trading

volume should be available for selected stocks.

* Selected shares must be traded in more than 90% of business days within the

specified time period.

Based on the mentioned cases and according to Fama and Farang's method (1993),
the companies were selected from the highest to the lowest based on the trading volume,
and the companies at the top of the table that had the highest trading volume were
selected. A total of 30 financial sector companies have been selected, including six
banking companies, four insurance companies, 15 investment companies, and four
leasing companies.

In this study, the Auto Regressive Distributed Lag (ARDL) and the bound test of
Pesaran et al. (2001) were used to perform the cointegration test and model estimation.
The reasons for using this method are as follows:

* Compared to other cointegration methods, the ARDL method is simpler and

easier (Magnus and Foss 2006).

* Unlike other cointegration methods, there is no limit to the degree of stationary

of variables (same source).

* Unlike other methods, the cointegration of the ARDL method in small samples

also leads to non-biased coefficients and reliable results (same source).

* In this method, long-term relationships are estimated based on short-term

dynamics.

RESULTS AND DISCUSSION

Once it is found that there is a long-run relationship between the model variables,
the next step is to estimate this long-term relationship. The results of this estimate are
shown in Tables (5) and (6). These results demonstrate that in CAPM and 3-factor
models, the coefficient of the market factor is positive and statistically significant. In
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the three-factor model, the size of the company has a positive and significant effect on
the expected return on the portfolio, which shows that the greater the difference
between the returns of small and large companies, the higher the expected return on the
portfolio. Also, the ratio of book value to market value has a negative effect on expected
returns, which shows that the portfolios expected return decreases as the difference
between the returns of companies with a high ratio of book value to market value and
returns of companies with a low ratio of book value to market value decreases.

Table 1. Long-rub estimates of the CAPM and three-factor model

Model Variable Coefficient t Prob
CAPM Rm_Rs¢ 027757/0 411641/5 0000/0
3 Factor Rm_Rs 022894/0 550343/6 0000/0
SBM 564965/0 559276/3 0011/0
HML -669337/0 -417824/4 00010

In 7 factor model, the coefficient of all variables except the market variable is
negative. Also, except for the three variables of market, size, and government bond
index, the coefficient of other variables is significant.

Table 2. Long-run estimates of the seven-factor model
Variable | Coefficient t Prob
Rm_Rr | 0030300 | 350589/ | 1860/0

SMB 025457/0- | 333187/0- | 74110
HML 297156/0- | 845563/4- | 0000/0
WML 036100/0- | 41426/12- | 0000/0
LMH 702991/0- | 289172/6- | 0000/0
GBI 000446/0- | 648739/0- | 5210/0

Cl 010262/0- | 961230/1- | 0583/0

The RMSE and CVRMSE values for the three models are described in Table 3.
As can be seen, the absolute value of these two indicators in the seven-factor model is
much less than the CAPM and the three-factor model, which indicates a good fit in the
seven-factor model.

Table 3. RMSE and CV (RMSE) values for CAPM model, three factors and

seven factors
CVRMSE RMSE Model
09852/0- | 0011570 | CAPM

05872/0- 000691/0 3 Factor
02907/0- 000342/0 7 Factor

CONCLUSION
- The adjusted R squares of the seven-factor model are significantly higher than the
CAPM model and the three-factor model. This indicates that the addition of more



factors to the CAPM model and three factors have significantly increased the
model's explanatory power in explaining the expected stock returns.

- In addition to the adjusted R squares, due to the comparison of in-sample and out-of-
sample prediction error, the seven-factor model is more accurate than the competing
models.

- The findings of this study confirm the higher predictive power of the seven-factor
model and provide a new model for predicting the expected return on the stock
portfolio that can be used to form a stock portfolio for investors and also to predict
the expected return of different stock groups for policymakers.

Keywords: Expected Stock Returns, Capital Asset Pricing Model, Fama and
French, Seven Factors Model, Tehran Stock Exchange.

JEL Classification: G10 .G11 .G12 .G17.
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Introduction

Economic stability includes conditions such as low inflation, full employment, and
balance of payments as a composed feature, whichever are the main goals of
government interventions and policies (Komijani, 1374). One of the types of markets
is Financial-market providing financial resources for the real activities of the economy
(Fattahi et al, 2012). One of the components of financial markets is the security market.
The securities market in most countries constitutes the core of the capital market
providing the necessary conditions for economic prosperity by pricing, capital resource
mobilization, optimal allocation of resources, and reducing risk (Pakdin Amir et al,
2009). In addition, Gold is considered a safe capital for investors and even central banks
at critical times and in the inflation situation, and finally, the Exchange rate as one of
the macroeconomic factors has always been put under consideration by the financial
and economic community and reflects the economic conditions. (Ghasemi et al, 1399).

The present study tries to examine the relationship between global economic
activities (by using the Killian index), Uncertainty of global economic policies, and the
financial markets of Iran in two areas of time and frequency which it will be done by
using the Wavelet analysis method of dynamic simultaneous changes between the
studied variables at different frequencies and different periods.

Materials and Methods
The present study tries to examine the relationship between global economic
activities (by using the Killian index), Uncertainty of global economic policies, and the

1. DOI: 10.22051/JFM.2023.38377.2613

2. M.Sc. Department of Economics, Faculty of Social Sciences, Razi University;
Email:p.hosseini07@gmail.com.

3. Associate Professor, Department of Economics, Faculty of Social Sciences, Razi University Corresponding
Author. Emial:sfattahi@razi.ac.ir.

4. Associate Professor, Department of Economics, Faculty of Social Sciences, Razi University;
Email:gsoheily@yahoo.com.


https://doi.org/10.22051/jfm.2023.38377.2613
mailto:p.hosseini07@gmail.com
mailto:sfattahi@razi.ac.ir
mailto:qsoheily@yahoo.com

financial markets of Iran in two areas of time and frequency using the Wavelet analysis
method of dynamic simultaneous changes between the studied variables at different
frequencies and different periods.

Results and Discussion

The wavelet coherency is then a value within the range of [0,1] in a time-frequency
window. Particularly, a coherency of zero indicates no co-movement between the two
series, and stronger coherency suggests stronger co-movement between the two series.

The highest correlation between the Kilian index and the stock market is in high
and medium frequencies in which the fluctuations of the Kilian index have had
significant effects on stock market fluctuations. The strongest correlation between the
Killian index and the currency market is in the period 2007-2010. Also, since 2010 the
effect of fluctuations of the Killian index on the exchange rate has been limited. There
is a correlation between the Kilian index and gold coin prices in high and medium
frequencies. And the fluctuations of the Kilian index on gold coin price were removed
in the long term and all periods of the sample too. The main correlation between
Economic policy and the stock market has occurred in the medium and long term.
Moreover, the main correlation between the Economic policy uncertainty index and the
currency market occurred in the middle frequencies and the period of 2006-2009. The
highest correlation occurred between the Economic policy uncertainty index and gold
coin price at high frequencies. There is a correlation between gold coin prices and the
stock market in the short term, but it has increased significantly over an increasing
period. There is also a correlation between gold coin price and the currency market, and
between the stock market and currency market at different frequencies.

Conclusion

The results of the present study show that the correlation between the Killian index
and financial markets has been mainly in the middle or low frequencies. It was also
found that there is a correlation between the Economic policy uncertainty index and
stock and Currency markets at low frequencies, but concerning the Economic policy
uncertainty index and gold coin market, this correlation has occurred at high
frequencies. The correlation has occurred between financial markets, including gold
coin and Stock markets in the high and medium frequencies, and the Stock market and
Currency market, gold coin market, and Currency market at all frequencies, which
means occurred in all periods of the sample. Given the correlation between the pairs of
variables, it is suggested that investors should not use a certain policy for different
periods to earn maximum profit.

Keywords: Kilian Index; Economic Policy Uncertainty; Iranian Financial
Markets; Wavelet Correlation.
JEL Classification: C01, F00, G10.
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Purpose

Banks and the volume of their financial transactions have a positive effect on the
income of companies and the country's economy, so paying attention to their stability
conditions can lead to better performance of these institutions and create overall
stability in the country's economy. The relationship between different risks in the
banking industry is an important issue due to the nature of their function, the effect of
these risks on banks' instability, and the possibility of a crisis that this relationship can
ignite. This interdependence is one of the most important topics that are considered by
the banking industry during the financial crises in the world. Investigating the
relationship between liquidity risk and credit risk with bank stability is undeniable in
managers' decision-making, and in fact, paying attention to this relationship can be
beneficial in solving many problems that banks faced. In that case, the main goal of this
study is to investigate the impact of banking stability on liquidity and credit risks in
Iranian banks.

Methodology

To investigate the relationship between credit risk and liquidity indicators with the
financial stability index of the banking system, the panel data method was used with a
non-linear approach. Specifically, the soft panel regression method is used to check the
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proposed hypotheses. Also, the financial information of 15 selected banks admitted to
the Tehran Stock Exchange between 2012 and 2020 was used.

Results

The results indicate that there was a non-linear relationship between credit risk
and liquidity with financial stability in the banking system. In addition, it was observed
that the bank's risk tolerance variable has acted as a transition variable. Also, the results
showed that an increase in credit risk and liquidity leads to lower financial stability.

Findings

The findings show that liquidity and credit risk have significantly increased
banking stability at first, and then after passing the first regime and entering the second
regime, they have caused a decrease in banking stability. But in total, the effects of
these two risks on Bank stability have been decreasing and significant. According to
the research results, bank managers and owners are suggested to act more carefully and
sensitively in granting facilities to customers. Because more facilities granting,
increases liquidity risk. Also, failure to return the facility on time increases the credit
risk and thus causes banking instability.

Keywords: Banking Stability, Liquidity Risk, Credit Risk, Banking System, Panel

Smooth Transition Regression.
JEL Classification: E63, G32, G21, C23.
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INTRODUCTION

The stock price crash risk is considered to be one of the challenging factors in the
capital market, which is affected by several fundamental and behavioral factors. With
the increase in the stock price crash risk, investors become pessimistic about investing
in the stock exchange which leads to the withdrawal of their capital from the stock
exchange market. Therefore, according to the major concerns of investors about the
phenomenon, by knowing the causes of this phenomenon, solutions can be provided to
prevent its occurrence. One of the causes of the stock price crash risk is the desire of
managers not to publish unfavorable information, corporate diversification strategy
with an emphasis on agency costs, smoothing profits, lack of social trust, free cash flow
and information asymmetry, life cycle, and other factors [Hamdi and Qoma (2018),
Bradran (2017), and Taghizadeh (2017)]. Therefore, due to the importance of the
stability of the capital market and its role in the confidence of investors, identifying the
causes of the stock price crash risk from the perspective of local studies and adopting
measures that can be taken by investors and trustees is important. Therefore, the
questions that rise in this context can be characterized as follow: what are the factors
affecting the stock price crash risk? And what is the intensity and type of effect of these
factors?
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MATERIALS AND METHODS

This research is a type of comprehensive meta-analytical study, which is based on
accessible articles, theses, and domestic studies conducted regarding the identification of
factors affecting the stock price crash risk, and it describes the results of past studies. The
statistical sample is derived from the results of 57 internal studies based on the meta-analytic
approach. Studies whose dependent variable is one of the variables of "negative skewness of

3
stock returns (NSy= - [n (n — 1)32 W21/ [(n-1)(n-2) (X WZ)2])," down to up volatility
(DUVOLy. = —Log((ny — 1) Zpown Wit /(g — 1) Zyp Wip)), and  "maximum

sigma" (EXTR-SIGMA=-Min [”;;W])l, selected and other articles due to the small number
w

of studies and the insufficiency of the sample in order to estimate the effect of size, from the
statistical population of the research were deleted.

Table 1. Sample

EXTR-SIGMA DUVOLy, NSy,
article Thesis article Thesis article Thesis
2 4 11 8 22 10 number

Statistical methods

The effect size shows the findings and results of many types of research in the
form of an effective numerical scale, and the calculation of the effect size should be
comparable among many studies (Kulik, 2003). In order to combine the findings of the
studies to apply meta-analysis, the test statistics should be converted into effect size. In
this research, the relation (1) is used in view of the effect size (r; is the effect size, t; is
the Test statistics, N; is the number of studies and df; is the degree of freedom).

Equation 1
tZ
- t2+(N-2)
{= rvdf
Ji-rz
Meta-Analytic Models

To combine the effect sizes in the meta-analysis, one of the two models "random
effects" and "fixed effects" is used. The assumption in the fixed effect model is to use
the true effect size for the empirical studies, and the differences in the true effect size
are due to sampling error. Unlike fixed effects models, random effects model is a
scattered set of effect sizes (Homan, 2007).

RESULTS AND DISCUSSION
Statistical test based on negative skewness: the results of the test show a positive and
significant effect of the standard deviation of the monthly return, Overvaluation of

V. Wy : Monthly return stock, n, The number of months with high volatility andny the number
of months with low volatility
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10



11

Journal of Financial Management Strategy / Vol. 10, No. 39, Winter 2022

equity, free cash flow, and information asymmetry. On the other hand, the results of
the tests show the negative and significant influence of the effectiveness of internal
controls, auditor expertise, ownership concentration, debt maturity, dividend,
conservative and social trust.

Statistical test based on down-to-up volatility: The test results show a negative and
significant influence of business strategy variables.

Statistical test based on maximalist Sigma: the results of the test show a positive and
significant effect of growth opportunity and discretionary accruals and a negative effect
of m/b and size.

CONCLUSION

One of the concerns of investors is the sudden drop in stock prices due to the
negative expectations of investors and its rapid impact on the financial markets.
According to the results of internal research related to stock price crash risk and
different methods of measurement, in this research, the results were summarized to
determine the effective causes based on the meta-analysis approach. Therefore, the
results related to internal studies showed that information asymmetry, the standard
deviation of monthly returns, overvaluation, free cash flows and heterogeneity of
investors, growth opportunities, accrual items, and company size cause the stock price
crash risk.

Other findings showed that factors such as dividends, auditor expertise, the
effectiveness of internal controls, debt maturity, social trust, conservatism, and
concentration of ownership are among the factors that reduce the stock price crash risk
on the other hand the defensive strategy, m/b has a negative effect on the stock price
crash risk.

Due to the wide range of results and contradictory results in the context of stock
price crash risk, the most important limitation of such research is the econometric
methods and the measurement of its variables, which made it impossible to use the
results of some studies.

Keywords: Down to Up Volatility; Maximum Sigma; Meta-Analysis; Stock Price
Crash Risk; Negative Skewness of Stock Returns.
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INTRODUCTION

Existing theories about capital structure show that information asymmetry is an
important factor in setting optimal leverage. These theories have grown significantly
since Miller and Modigliani (1958) proposed the theory of "unrelated capital structure”
to examine the factors affecting the corporate debt ratio. According to theories of
signaling, information asymmetry, and dynamic equilibrium theory, companies with
higher transaction costs (financing) move less toward their target leverage or so-called
leverage adjustment speeds. Myers (1984) and Myers and Majloff (1984) show that
firms with high information asymmetries face higher external financing costs. The
signaling theory of capital structure shows that the stock market reacts positively
(negatively) to the declaration of debt (stocks) (Ross, 1977; New, 1988). Dynamic
balance theory allows companies to consider the balance between unoptimized
financial structure and leverage adjustment costs (Flannery and Ranjan, 2006; Stroblaf,
2007). In this theory, it is assumed that companies balance the benefits of excess debt
(such as the tax shield and prevent the problem of free circulation) with its costs (such
as the cost of bankruptcy) to achieve the optimal capital structure. (Chen, 2001;
Flannery and Ranjan, 2006; Antonio, 2008; Titman and Tsiplico, 2007; Hang and
Ritter, 2009).

Thus, according to these theories, companies with higher transaction costs tend to
adjust their leverage ratios less quickly than their targets. According to these theories,
for companies that score higher in terms of CSR indicators, the possibility of financing
through more leverage and using financial leverage costs less (Cheng, 2019).
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In this paper, the effect of CSR on lever adjustment speed is investigated. Since
we expect the variables of firm size, leverage level, and information asymmetry to be
effective in this relationship, the moderating effect of these three variables on the CSR
relationship and leverage adjustment speed has also been investigated.

MATERIAL AND METHOD

In this study, a sample of 84 companies listed on the Iranian Stock Exchange over
a period of 8 years from 2011 to 2018 has been studied. A multivariate regression model
based on composite data was used to analyze the data and test the hypotheses. First, the
target lever was estimated using a two-stage GMM. Then, the effect of CSR on lever
adjustment speed was investigated.

In order to investigate the effect of CSR on lever adjustment speed (first
hypothesis), the following model has been used:

Relationship (1)  ALev;=ay+a, LevDev;, + a,CSR;; + a3CSR;;(LevDev;,) + &;

In order to investigate the effect of lever level on CSR relationship and lever
adjustment speed (second hypothesis), the following model has been used:

Relationship (2) ALev;=ay+a;(CSR,,) (L") (LevDev;,)+a,(CSR ) (LI ™) (LevDevy) + &

In order to investigate the effect of firm size on the relationship between CSR and
leverage adjustment speed (third hypothesis), the following model has been used:
Relationship (3)

ALevy=ag+a; (CSR,,)(SH°")(LevDevy,) + a,(CSR,,)(S77°") (LevDevy,) + &

In order to investigate the effect of information asymmetry on the relationship between
CSR and lever adjustment speed (Hypothesis 4), the following model has been used:

Relationship (4)
ALevy=ay+a; (CSR,,) (A}f*")(LevDev;,) + a,(CSR,,) (A5 ") (LevDev;,) + &;

To measure the speed of capital structure adjustment, the model of partial capital
structure adjustment based on dynamic equilibrium theory has been used. Six
dimensions of customers, employees, environment, community, shareholders, and
corporate governance are used to measure corporate social responsibility based on
studies such as Lannis and Richardson (2015). To measure information asymmetry, two
relative gap variables, effective gap, have been used.

The leverage of the company is also considered as the sum of debts and the size
of the company is calculated based on the logarithm of sales (in Rials), and according
to the middle, it has entered the third hypothesis model as a fictitious variable.

RESULTS AND DISCUSSION

The findings of the present study confirm the positive effect of CSR score on lever
adjustment speed. In other words, CSR has an impact on financing methods, transaction
costs, and leverage changes, and the results of the present study support this effect.
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Hypothesis testing also showed that firm size, leverage level, and information
asymmetry can affect the CSR relationship and leverage adjustment speed.

Multiple regression analysis based on composite data using the ordinary least
squares method has been used to estimate the research models. The results of testing
the hypotheses are presented in the table below.

Table 1. Summary of hypothesis test results

Hypothesis Results
1 The positive effect of corporate social responsibility on Confirmation
leverage adjustment speed.
The positive effect of leverage on the relationship between
2 corporate social responsibility and leverage adjustment Confirmation
speed.
The negative effect of size on the relationship between
3 corporate social responsibility and leverage adjustment Confirmation
speed.
The positive effect of information asymmetry on the
4 relationship between corporate social responsibility and Confirmation
leverage adjustment speed.
CONCLUSION

Theoretical and empirical evidence discussed in the Theoretical Foundations
section suggests the role of CSR disclosure in reducing market friction and information
asymmetry. CSR is therefore expected to influence the gap between domestic and
foreign financing costs by reducing information asymmetry and agency costs, and
capital structure in general. The argument of the first hypothesis is based on this
evidence and the positive effect of CSR on the lever adjustment speed at the 5% error
level and the conditions of the sample under study were confirmed. Based on empirical
and theoretical evidence, the speed of leverage adjustment is influenced by the size of
the lever. The second hypothesis, in companies with more leverage, the impact of
corporate social responsibility (CSR) on the speed of leverage adjustment is higher.
This result shows that the speed of leverage adjustment is higher in companies with
high leverage because the cost of not adjusting the leverage increases with increasing
debt rate and the attractiveness of debt as a source of credit is due to its tax advantage.
Therefore, the motivation of companies to adjust the capital structure is the balance
between the costs and benefits of debt. According to theoretical and empirical records
and testing of the third hypothesis, in smaller companies, the impact of corporate social
responsibility (CSR) on the speed of leverage adjustment is greater. This result suggests
that larger firms may be less constrained in terms of transaction costs due to the use of
economic scales. According to the test of the fourth hypothesis, in companies with a
larger price gap, the impact of corporate social responsibility (CSR) on the speed of
leverage adjustment is greater. This result shows that better CSR performance increases
the share of public debt in total debt, and this effect is stronger for companies with high
agency costs and information asymmetry. According to this argument, CSR drives the
debt structure by reducing these frictions.

According to the hypothesis test results, practical suggestions based on the
findings and suggestions for future research are as follows:



1. Analysts are advised to pay attention to the company's CSR score as one of the
factors affecting financing. In this regard, leverage companies, either small
or with a higher price gap, deserve more attention

2. Company managers are advised to pay more attention to CSR development and
reporting, and to take seriously the impact of social responsibility practices
on funding methods, constraints, and flexibility.

3. It is recommended that other indicators be used in future research on CSR
measurement, and that other possible factors that may affect the CSR
relationship and lever adjustment rate be considered.

Keywords: Corporate Social Responsibility, Leverage Adjustment Speed,
Information Asymmetry.
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Introduction

In recent years, with the increase in the penetration rate of the capital market, more
people are inclined to invest in the stock market. Accurate stock price forecasting with
minimal error can reduce investment risk and increase investment returns. Stock price
forecasting due to nonlinear volatility is often described as a nonlinear time series
problem that is influenced by many factors. Analyzing and forecasting stock prices in
the market are done using different methods including technical and fundamental
analysis, regression analysis, time series, fuzzy theory, machine learning, and different
algorithms. While most of the time series in the financial field tend to be non-linear
(Khashei, Bijari, and Ardali, 2012), deep learning is a new method that can be used in
this field. Deep Recurrent Neural Network (RNN) is one of the widely used techniques
(Liu et al., 2020). These techniques can remember previous data inputs while using
current data to learn network weights. Various types of deep RNNs, including long-
term memory (LSTM), have been developed to improve the ability of RNNSs in
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retaining previous states of the network and understanding long-term dependencies.
The original LSTM was developed to extend the memory state of the RNN to handle
longer input sequences (Yu et al., 2019). Another form of RNN is the bidirectional
LSTM (BIiLSTM), where previous and subsequent input sequences can be used to
exploit all the input data in order to provide the best performance in the learning
process.

In this research, to evaluate the performance of the PSO-BiLSTM method, several
machine learning techniques are used to predict value stock prices using time series
data, and finally, two deep learning methods including the LSTM and the BiLSTM, as
well as the PSO-BIiLSTM hybrid model, are implemented and their results are
compared.

Materials and Methods

This research was done using the Crisp data mining algorithm. In the first step, the
related sources and the background of the research were studied, and in the next step,
the data available from different sources, and how to extract, collect and assemble them
were included in the agenda. Data pre-processing was the next important step, and
finally modeling and evaluation of the models were done, and the third, fourth, and fifth
steps were repeated to finally prepare the final models. The scope of research, or in
other words, the statistical community of the research, is the companies accepted in the
Tehran stock exchange, whose shares have been traded from the beginning of 2012 to
the end of 2018, their fiscal year is 12/29. Also, financial intermediary companies such
as banks, insurance, holdings, and leasing companies were not investigated in this
research. The studied stocks are sorted in ascending order based on the P/B ratio, and
finally, one-third of them were selected as value stocks. In this way, out of 180
companies, the shares of 60 companies from 16 different groups were selected as value
stocks.

In this research, BiLSTM (Bidirectional Long Short-Term Memory) method is
evaluated for stock price prediction. In this regard, several machine learning techniques
are used to predict stock prices using time series data of stock prices, and finally, two
deep learning methods including (LSTM) Long Short-Term Memory, and BiLSTM are
implemented and their results are compared. Implementing the BiLSTM method and
the combined PSO-BILSTM model to predict the prices of the studied stocks and
comparing the results with the results of some other widely used machine learning
methods is important because the prediction of the accepted stocks prices in the Tehran
stock market using the BiLSTM method and its combination with the particle swarm
optimization algorithm has not been evaluated so far.
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Results and discussion

The normalized error rate of the predicted price compared to the actual price
resulting from the implementation of the multilayer perceptron neural network
algorithm (MLP), classification and regression decision tree (CART), support vector
regression (SVR), long short-term memory neural network (LSTM), bidirectional long-
short-term memory (BiLSTM) as well as the LSTM and BiLSTM optimized by the
particle swarm optimization algorithm (PSO) on the time series data were calculated.
To evaluate the performance of the regression models built in this research, evaluation
criteria of the mean squared error and the coefficient of determination were used. The
mean squared error is the difference between the value predicted by the model or
statistical estimator and the actual value. Also, the coefficient of determination shows
the power of predicting the dependent variable based on the independent variables.

The results showed that the dispersion of the normalized error of the predicted
price compared to the actual price of each share using the hybrid model of PSO-
BiLSTM is lower compared to other implemented machine learning algorithms. As
well, the combined PSO-BILSTM model has the R2 criterion equal to 0.89, which is
the highest value, and the RMSE criterion equal to 160/849, which is the lowest value
among other models. Therefore, using the data of the price characteristics of value
stocks studied in this research, the combined PSO-BILSTM model has a better
performance than other methods.

Conclusion

According to the results, the hybrid PSO-BiLSTM model in stock price prediction
performs better than other machine learning algorithms and has less error. Also, the
RMSE and R-Square performance evaluation criteria confirmed the numerical results
and the research hypothesis that PSO-BiLSTM performs better than other conventional
methods including MLP, CART, SVR, LSTM, BiLSTM, and PSO-LSTM.

Keywords: Price Forecasting, Time Series, Bidirectional Long Short-term emory,
Particle Swarm Optimization Algorithm, Value Stocks.
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Introduction

Decision-making about financing, capital structure, and investment is quite
crucial. Since they cause a variety of effects on the development of economic
enterprises, the growth of profitability of companies, the increase of wealth of
shareholders, and finally, the stock return. One of the crucial financial policies of
companies pertains to their financial flexibility. The most important characteristics of
managers include optimism, overconfidence, and myopia. Thus, the study investigated
the impact of the behavioral characteristics (optimism, overconfidence, and myopia) of
MDs on the financial flexibility of a company with the moderating role of MDs’
efficiency and political connection.

MATERIALS AND METHODS

In general, the data of 130 companies listed in the Tehran Stock Exchange from
2014 to 2018 were examined through multivariate regression. The data were collected
by going through the financial statements of companies listed on the Tehran Stock
Exchange. The data were selected through purposive sampling taking into account the
following conditions.
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1. They should not be listed in the Tehran Stock Exchange prior to 2014 and the
fiscal year ending on 20/03/2015.

2. The company’s fiscal year should not be changed within the aforesaid periods.

3. The respective company should have had worked consistently in the period under
research and there should not have been any trading halts lasting more than three
months.

4. They should provide the financial information required for this research in the
time interval between 2014 and 2018.

Research Hypotheses

1. There is a relationship between the MD’s optimism and the corporate financial
flexibility.

2. The political connections modify the relationship between MDs’ optimism and
financial flexibility.

3. The efficiency of management modifies the relationship between the MD’s
optimism and financial flexibility.

4. There is a relationship between the MD’s overconfidence and the financial flexibility.

5. The political connections modify the relationship between MDs’ overconfidence
and financial flexibility.

6. The efficiency of management modifies the relationship between MDs’
overconfidence and financial flexibility.

7. There is a relationship between the MD’s myopia and the financial flexibility.

8. The political connections modify the relationship between the MD’s myopia and
financial flexibility.

9. The efficiency of management modifies the relationship between the MD’s myopia

and the financial flexibility

Research Model

(1)

@

The following regression model was used to measure the hypotheses of the research.

FF = B, + Bioptimism + B,poltical connection + Bsefficiency + B optimism
* poltical connection + Bsoptimism * efficiency + B¢Grow
+ B, Lev + g M /B + BoAge + B1size + B,1Year + 3,Roa + €

FF = B, + B,overconfi + B,poltical connection + B;efficiency + B overconfi
* poltical connection + Bsoverconfi * efficiency + foGrow
+ B, Lev + ,885 + BoAge + B1psize + By, Year + ,Roa + ¢
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®)
FF = 5 4+ B;myopia + B,poltical connction + Bsefficiency + ,myopia
* poltical connection + B;myopia * efficiency + B,Grow
+ B, Lev + g M /B + BoAge + B1size + B, Year + 3;,Roa + ¢

RESULTS AND DISCUSSION

The results suggested that the optimism of the MD has no impact on the flexibility
of a company. However, the myopia and overconfidence of the MD influence the
financial flexibility of a company. Considering that this relationship is negative, the
higher the MD’s myopia and overconfidence, the less they are concerned with the
company’s financial flexibility. Given that, the company with such management lacks
proper financial flexibility to deal with the disparate situations that it encounters. In
addition, the results indicated that the efficiency and political connections of the MD
do not modify the relationship between the MD’s optimism and financial flexibility. It
signifies that the efficiency and political connections of the MD do not influence the
relationship between the optimism of the MD and financial flexibility. The political
connections do not modify the relationship between the overconfidence of the MD and
the financial flexibility, yet the efficiency of the MD modifies the relationship between
the overconfidence of the MD and the financial flexibility. The efficiency has a positive
impact on the influence of the overconfidence of the MD on financial flexibility. The
political connections modify the relationship between the myopia of the MD and
financial flexibility. This modification has a positive effect on the impact of the myopia
of the MD on financial flexibility. However, the efficiency of the MD does not modify
the relationship between the myopia of the MD and financial flexibility.

CONCLUSION

Hypotheses testing revealed that there was no significant relationship between the
MD's optimism and financial flexibility. However, the relationship between MD
overconfidence and MD myopia with financial flexibility was significant and negative.
MD efficiency moderated the relationship between MD overconfidence and financial
flexibility, whereas the political connections moderated the relationship between MD
myopia and financial flexibility.

There is a negative correlation between the behavioral characteristics of this
research and financial flexibility. The more the MD’s myopia and overconfidence, the
fewer measures they shall take regarding the company’s financial flexibility. In light of
these results, as well as the importance of financial flexibility, major shareholders and
the board of directors are recommended to exercise more supervision concerning the
managers’ overconfidence and myopia to protect financial flexibility from
encountering any challenges. Given that, the company shall be able to take appropriate



financial measures proportionate to the challenges and opportunities they face in case
of need.
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INTRODUCTION

Despite oil revenues, due to its price fluctuations, sanctions, and damages to the
country's revenues, one of the alternatives to earn an income is tax. Tax is the
government's share of the profit earned based on the legal tax rates. But in practice, due
to the existence of loopholes regarding tax, tax avoidance by taxpayers has caused a
difference between legal tax rates and effective tax rates and so the actual tax received.
On the other hand, because of the specialization of the companies' activities, and as a
result of the separation of management from ownership, the managers as
representatives of the shareholders have been managing the companies. This can lead
to a conflict of interest between the goals of the companies and the government as a tax
collector which causes the managers to take actions such as tax avoidance in line with
their own and the shareholders' interests, which is in conflict with the interests of the
governments and can cause an increase in the company's profits and, as a result, an
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increase in the value of its shares. One of the solutions to prevent these actions is to
have strong corporate governance quality companies. Since the simultaneous effect of
the effective tax rate and the quality of corporate governance on tax avoidance has not
been paid much attention in recent years in domestic research, this article, by providing
empirical evidence, tries to update the information available in the literature, the
knowledge enhancement of the current research is examined in three dimensions: to
investigate the simultaneous effect of the effective tax rate and the quality of corporate
governance on tax avoidance over sixteen years, to increase the level of analysis and to
enrich the literature of the research and its comparability.

MATERIALS AND METHODS

Multivariable linear regression is used to test research hypotheses. The population
includes all the companies accepted in the Tehran Stock Exchange. The selection
process of 100 sample companies over sixteen years is presented in Table (1). The data
of this research has been collected using the information bank of the Tehran Stock
Exchange and Securities Organization (Kodal) and Rahavard Novin software. Also, the
basic financial statements of the companies accepted in the Tehran Stock Exchange and
the notes accompanying their financial statements at the end of each financial year are
used as research tools.

Table 1. Sample selection process

The total number of companies admitted to the Tehran Stock Exchange until the end of 2018 =
513

The total number of companies per year - 8208 companies

Description of the limitation C.Ompames Companies
included left over
The number of companies that were not active in the
stock market in the period of 2003-2018. 2960 5248
The number of companies have been admitted to the
stock market since 2003. 2846 2384
The number of companies that were part of holdings,
investments, financial intermediaries, banks or leasing 384 2000
companies.
The number of companies that have changed their
- . . ! 400 1600
financial year during the research period.
The number of companies their information was ) _
not available during the research period
Number of companies - year of observation - 1600
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RESULTS AND DISCUSSION

Considering that the tax avoidance variable is calculated through the difference
between the accounting profit and the profit subject to tax, the average of this variable
-0.021 shows that the before-tax profit of the companies (accounting profit) is lower
than the profit subject to their taxes. The average effective tax rate is 0.113 while the
effective legal tax rate is 22.5%, and this deviation from the legal rate indicates tax
planning activities. Also, the minimum effective tax rate of 0.000 indicates that some
companies do not pay any taxes even though they report profits.

Based on the estimation results of model (1), the significance level of the t-value
related to the effective tax rate variable is less than 0.05, and its coefficient (0.284) is
positive. Therefore, at the confidence level of 95%, it can be said that there is a positive
and significant relationship between the effective tax rate and tax avoidance of the
companies admitted to the stock exchange.

Based on the estimation results of model (2), the significance level of the t-value
related to the effective tax rate variable (0.0001) is less than 0.05 and its coefficient
(0.231) is positive. Therefore, at the confidence level of 95%, it can be said that there
is a positive and significant relationship between the effective tax rate and the tax
avoidance of companies admitted to the stock exchange. But by adding the variable of
corporate governance quality to the above relationship, the significance level of the t-
value related to the effective tax variable x corporate governance quality increases to
(0.7691) above 0.05, and shows that the quality of corporate governance does not have
a significant effect on the relationship between the effective tax rate and tax avoidance,
and it is rejected at the confidence level of 95%.

CONCLUSION

The first hypothesis was approved, according to the theory of paying power and
theoretical basis, and because the coefficient of the effective tax rate was significant.
The second hypothesis can be investigated from two dimensions. The first dimension
is the positive effect of the quality of corporate governance on tax avoidance, which
indicates that there are few signs of a relationship between corporate governance and
reducing tax avoidance. Considering that tax avoidance benefits the shareholders and
is positively related to the increase in shareholder income, there is a conflict of interest
between the goals of managers in companies and governments earning money through
taxes. Even with the increase in the quality of corporate governance, managers will still
avoid taxes. In the second dimension considering that corporate governance is not fully



developed in Iran and its current mechanisms and structures have not yet been
implemented in a standard and widespread manner, controlling and monitoring the
environment, along with less efficiency, will cause this effect to decrease in the
monitoring dimension.

Keywords: Tax; Quality of Corporate Governance; Tax Avoidance; Effective Tax Rate.
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INTRODUCTION

Over the past few decades, a large body of literature on financial behavior has
developed. These researches have examined the influence of investors' attitudes,
behavior, and tendencies on investors' decisions (Glaser & Weber, 2008). But, the
emergence of some unusual phenomena and exceptions, including the influence of
investors' tendencies on the change of market prices and stock returns in financial
markets, caused many criticisms to be made to financial theories (Baharmoghaddam,
Pourhidari, & Jokar, 2019).

The main objection to behavioral finance theory is that behavioral finance has
destroyed the foundations of traditional financial theories and only identified the
perception and behavioral errors of investors (Hoang, Lean & Wong, 2015). Therefore,
in this research, it has tried to identify the complex behavioral and psychological factors
affecting the attitude and decisions of investors by using sciences such as psychology
in the field of financial sciences, because behavioral finance is becoming an inseparable
part of the decision-making process and it has a wide range of effects such as stock
price fluctuations in the market (macro level) to influence the decision making of
individual investors (micro level) and the intensity of investor performance
(Baghdadabad, Habibi & Halid, 2018).
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In this regard, the problem related to this research is to identify the mechanisms
and connections between the decision-making components of active investors in the
Tehran Stock Exchange and develop a comprehensive model that explains behavioral
biases and investment decisions. Also, it is tried to provide solutions to minimize
psychological biases in the investment decision-making process. So, this research has
tried to design a model for the decision-making behavior of investors in the Tehran
Stock Exchange, and answer the following questions. What is the conceptual
framework of investors' decision-making in the Tehran Stock Exchange? What are the
factors of the conceptual framework of investors' decision-making in the Tehran Stock
Exchange? What are the components of the decision-making framework of active
investors in the stock market?

MATERIALS AND METHODS

The current research is descriptive in terms of data collection method and practical
in terms of purpose. In this research, a questionnaire was used to collect data, and
structural equations and Lisrel software were used to test the hypotheses. The
questionnaire questions were designed and prepared based on the literature, research
background, and a semi-structured interview. The period of the research is one year and
ends in September 2018.

The statistical population includes individual investors in the Tehran Stock
Exchange, among whom the questionnaire was distributed.

Due to the uncertainty of the statistical population, Cochran's formula was used to
determine the minimum sample size. According to Cochran's formula, the minimum
statistical sample size is 219 people. In this regard, the number of questionnaires for
distribution was considered to be 350. Questionnaires were distributed among the
shareholders who referred to the offices of the brokerage companies and also through
e-mail and telegram groups until finally, 225 valid questionnaires were approved. All
the questions in the questionnaire were measured based on the five-point Likert scale.

RESULTS AND DISCUSSION

In this section, according to the results of the confirmatory factor analysis and the
evaluation of the level of influence of each of the measures on the determined variables,
the path analysis of the relationships between the variables has been investigated. The
results of the research hypotheses are shown in Table 1.

The purpose of testing the first hypothesis of the research is to investigate the
effect of self-perception of performance on behavioral attitude. The results of Table 1
show that the standardized path coefficient between self-perception of performance and
behavioral attitude is -0.38 and is significant. The negative and significant path
coefficient indicates that the self-perception of performance inversely explains 38% of
the changes in the behavioral attitude variable. Therefore, the first hypothesis of the
research is confirmed. The standardized coefficient of the path between the self-
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perception of performance and financial ability (0.84) indicates that the self-perception
of performance directly explains 84% of the changes in the variable of financial ability.
Therefore, the second hypothesis of the research is confirmed. The results of the
research hypothesis test showed that the standardized coefficient of the path between
the behavioral attitude and the optimal decision of investors is -0.29 and is significant
at the significance level of 0.05. Therefore, the third hypothesis of the research is
confirmed. The purpose of testing the fourth hypothesis is to investigate the effect of
financial ability on the optimal decision of investors. The standardized coefficient of
the path between financial ability and optimal decision of investors is 0.27 and is
significant. Therefore, the fourth research hypothesis is confirmed.

Table 1. Hypothesis test results

Path Path coefficient t Statistic
Self-Perception Of Performance —— Behavioral Attitude -0.38 -3.63
Self-Perception Of Performance —— Financial Ability 0.84 5.15
Behavioral Attitude —— Optimal Decision of Investors -0.29 -6.61
Financial Ability —— Optimal Decision of Investors 0.27 3.36

CONCLUSION

Nowadays, psychological models are widely used in all behavioral sciences.
Research on people's decision-making process may improve the quality of investment
decisions and allocate economic resources in a better way, and as a result, investors can
get the best combination for their investment portfolio. Therefore, the present study
tries to identify the factors influencing the behavior of real investors in the Tehran Stock
Exchange.

The results related to investment behavior showed that investors, regardless of
their specialization in investment, examine and compare different investment situations
and choose the best available alternatives, in two general forms, have the most focus
on self-perception of performance, financial ability, and behavioral attitude. Also, the
results show that in explaining the investors' behavior, most of the values of factor
loadings are related to the descriptive variables of behavioral attitudes. Based on these
results, it can be concluded that obtaining information in the market is not difficult. But
what is important is a person's attitude towards himself and his capabilities. Therefore,
individual behavior has the most important in the formation of investors' behavior
model, and as it could be guessed, most investors prefer to rank the existing investment
situations with their performance reviews in the form of financial literacy,
understanding of political risks, understanding of economic risks, understanding of
information, motivation to gain experience, understanding of the role of the stock
market in livelihood, until they make a decision based on the market atmosphere and
the pressure of others (environmental factors). Therefore, individual behavior is the



priority, and behaviors derived from the environment have the lowest level of
importance in the decision-making process of investors. The results of the present
research led to a better understanding and more accurate prediction of the behavior of
investors in the Iranian capital market and it can partially justify the psychological
aspects of investors' behavior. According to the results of the research, it is
recommended to investors, as long as there is sentimental and emotional news in the
market, their reactions should be more careful in the direction of buying or selling
stocks.

Keywords: Investors' Attitude, Investor Behavior, Investors' Decision Making.
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INTRODUCTION

In recent years, financial developments, integration of international financial
markets, technological developments, and rapid development of financial products
have increased. Also, competition has become more intense in most economic sectors
and, as a result, new financial challenges have arisen. One of the most important
challenges is the financial stability of companies and organizations active in economic
sectors. Financial stability also has a direct relationship with financial fragility. For this
reason, one of the important issues of these organizations is the assessment of financial
fragility. Today, the term financial fragility is widely used, financial fragility refers to
the sensitivity of financial systems to financial crises caused by various shocks
(Iftikhar, 2015, 93). Also, due to financial and economic integration, the financial crisis
of 2007-2008 and the subsequent "Great Recession" are of great importance in all
countries. One of the possible reasons for the unprecedented depth of the crisis is the
increased fragility of the US financial sector. It has been proven that important global
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and economic events are strongly related to financial conditions (Baglianova and
Moranab, 2014, 378). After the global financial crisis in 2008, the assessment of
financial fragility has been carried out to provide information about the current or even
future state of the markets, as well as to send early warning messages of financial
shocks (Sensui et al., 2014, 414). In simple terms, financial fragility is the sensitivity,
capability, or reaction of a financial system against shocks in this financial system
(Kang etal., 2017, 61). One of the key issues is that the assessment of financial fragility
can increase the motivation of investors and companies to invest and operate more
because both investors and companies evaluate the level of risk based on the level of
financial fragility. Financial stability, which is very important for investors, is also
dependent on financial fragility (Lee, 2017, 198). Experts and managers prefer to talk
about "fragility" rather than "fragility" or "vulnerability". Because, the issue of financial
fragility is more compatible with recent financial crises and global financial conditions,
and recently its literature has been more related to events, conditions, and even the risk
situation in most countries of the world (Giordani et al., 2017, 93). Therefore, the
current research is conducted to design a suitable model for assessing the financial
fragility of companies admitted to the Iranian Stock Exchange. To achieve the
mentioned goal, while reviewing the previous research and studies, it is intended to
explain the use of the qualitative and quantitative approaches in the methodology part
of the research to provide the financial fragility assessment model and then to analyze
the findings and draw a conclusion.

MATERIALS AND METHODS

This research seeks to design a model to evaluate the financial fragility of
companies admitted to the Iran Stock Exchange using a mixed research method
(qualitative-quantitative). To understand, identify and extract the variables from the
semi-structured interview and open coding to reach the variable and to complete the
self-interaction matrix, expert opinions and modeling of these variables were done with
the help of Interpretive Structural Modeling (ISM) method and determine the type of
variables in terms of influence and Effectiveness has also been used from the Mic Mac
analysis. This research is considered to be of practical purpose. However, library
studies have been used to prepare the theoretical foundations and background of
financial fragility research. The statistical population of this research includes a set of
experts and academic specialists familiar with financial fragility. The criterion of
sample size is theoretical adequacy; this means that no new index or variable is
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identified in the interview with the elite statistical community. Therefore, the criterion
of sample adequacy is theoretical saturation (Corbin and Strauss, 2014, 67). By using
the purposeful selective sampling method, in the beginning, 11 people were selected as
the sample of the primary experts of the research, and then, the necessary data were
collected. During the interview, new people were identified and in total, 19 people were
interviewed and theoretical saturation was achieved.

RESULTS AND DISCUSSION

The theoretical saturation in this research was achieved when the additional data
did not help to complete and define the dimensions of the research and the data collected
after the 15th interview seemed similar. To ensure this issue, while presenting the
model to some members of the statistical community, the qualitative part of the
feedback showed that the people questioned were confident about the theoretical
explanation of the research and did not have any recommendations to conduct new
interviews with a specific person or people. The status of the sample of research experts
shows that 57% of the sample research experts have scientific and research experience
in universities, and 21% of them also have executive experience in the Iranian Stock
Exchange Organization in the subject under study. In addition to the above two
categories, 22% of the sample of experts also have long-term experience, investments,
and activity in the stock exchange and have a higher university education. The average
work experience of academic experts and executive agents of the Iran Stock Exchange
Organization is between 15 and 18 years, and the work experience of investment
experts is 14 years, which indicates good experience and, following that, complete
familiarity with the dimensions of financial fragility.

CONCLUSION

The extracted variables of financial fragility are Bank deposit rates, relationships
and financial interaction monetary policies, financial performance, economic stability,
changes in the board of directors, financial crisis, liquidity situation, the net asset value
of the company, forecasting financial events, how to finance the company, financial
productivity disorders, company investments, type of financial system, new financial
innovations and changes, Financial constraints, company debts, financial structure, rate
of return, financial balance, financial accelerator performance, exchange rate changes,
credit risks, changes in the value of the national currency, credit and income
dependence, changes in stock value, financial savings, and unforeseen events. Using



the self-interaction matrix, the relationship between the extracted variables was
determined and a six-level model was obtained, the most effective of which is financial
stability.

Keywords: Financial Fragility, Financial Crisis, Financial Stability, Investors.
JEL Classification: G0, G1, G19.

COPYRIGHTS

OOE)

This license allows others to download the works and share them
with others as long as they credit them, but they can’t change them
in any way or use them commercially.

./ Bahman Kiani Rad, Babak Jamshidi Navid, Mehrdad Ghanbari

Designing a Financial Fragility Assessment Model of ..

36



JOURNAL INFORMATION
As a scientific-research quarterly, Journal of Financial Management
Strategy is aimed to promote financial literacy in the country, identify
financial management issues of Iranian organizations and offer suggestions.
¢ Journal of Financial Management Strategy publishes high quality basic,
scientific research and development in the fields of financial
management.

o Acceptance of submitted papers is subject to the approval of referees
and editorial board to make the final decision to accept or reject the
manuscript for publication.

e The journal is owned by Department of Social Sciences and Economics,
Alzahra University and enjoys positions such as managing director,
chief editor, internal manager and executive manager.

1. The articles only have to be submitted electronically through the
following website: http://jfm.alzahra.ac.ir

2. All of the Professors and researchers are required to sign up and format
their manuscripts according to instruction for authors.

3. Itis not required to visit in person or by phone; and all communications
with authors and reviewers will be respected through the system.

4. Based on the letter No. Y/YA/Y «Y¥ ) datedYA/+8/YY48 from Ministry
of Sciences, Research and Technology, Journal of Financial
Management Strategy has been published as a scientific-research
quarterly since Spring 1395.

JOURNAL DECISION-MAKING PROCESS

After a paper is submitted to the journal; the originality of the manuscript
will be examined by the internal department and decides whether or not to
send it for journal’s referees. Finally, after receiving reports by two or three
referees, the journal’s editorial board makes the final decision to accept or
reject the manuscript for publication base on the given score. The accepted
papers will be in the waiting list to be published in the upcoming issues.

JOURNAL MISSION

The mission of Quarterly Journal of Financial Management Strategy journal is
the research in the field of capital markets, securities, and promotion of research-
based education with an emphasis on financial management strategies.

JOURNAL AIMS

1. To produce, distribute and present findings and results of scientific
research in the field of financial management based on the identification
of strategies, approaches, models, methods, experience and innovation
theoretically, practically and strategically throughout the country.


http://www.modares.ac.ir/
http://www.modares.ac.ir/

2. To promote international research in the field of capital market and raise
motivation and the interaction between researchers in the country.

3. To publish the results of scientific research of scientific and research
centers and faculty members in accordance with strengthening the
efficiency of capital markets, analysis of financial management issues and
the publication of papers of university lecturers and postgraduate students
of Al-Zahra University and other academic centers in the field of finance
and securities especially the introduction of strategies and techniques for
financial management of the companies.

JOURNAL SCOPE

Innovative financing strategies

New financial instruments and Islamic securities

Financial institutions in primary and secondary market

Analysis of the country's capital market and analysis of finance of the companies
Financial rights and regulations

The introduction of new techniques in financial management strategies
Financial planning and budgeting of the companies

Policies and strategies of profit sharing

Financial reporting and its new strategies

10 Policy making and financial decisions and strategies for capital structure
11. Bankruptcy and dissolution of companies

12. Strategies of Takeover and merging companies

©CENDUTA®WN R

INSTRUCTIONS FOR AUTHORS

1. MANUSCRIPT FORMAT

Manuscripts are accepted in WORD 2007, size A4 (margin should be set
at Top= 4, Bottom=5/6, left= 4 and right =5 cm), font Times New Roman
Persian text B12 and English fonts 11 with spacing 1 cm between the lines,
only to be sent through the website:

http://Journal.alzahra.ac.ir/Jfm

2. MANUSCRIPT STRUCTURE

The articles should include the following sections:
A. Cover page

Include full article title, author or authors (name of corresponding author with
an asterisk to be determined), academic rank and the name of the institution or
university or place of employment, full address of corresponding author as: mailing
address, telephone number, fax number and e-mail. In addition, do not use the title
and only academic rank and workplace should be included.

B. First page

The exact title of the article and abstract include the purpose of the study,
methodology, discussion and conclusions (maximum of 200 words) and
keywords (maximum of 5 words). Abstract must have JEL classification.
Topic- based classification of Keywords is a code as number and English
letters, which is known as the International Code of Keywords. It is available
on the website http://www.aeaweb.org (You can also search Google).

C. Second page
The second page includes highlighted headlines as below.


http://journal.alzahra.ac.ir/Jfm
http://www.aeaweb.org/

1. Introduction (includes general points of topic, significance of study
and necessity of the research, research purposes, and the difference
between this study with literature review, increasing knowledge of
paper and introducing the paper structure).

2. Theoretical Background and Literature Review:

Including theories and theories related to the research hypotheses,
Iranian and foreign Literature review related to the research hypotheses
and research topic.

3. Research Questions and Research Hypotheses:

Including one or more hypotheses or research questions
numerically.

4. Research Methodology

Including participants, calculating sample size, study variables, the

models and statistical procedures, databases, standardized software,
time of study, data collection procedures.

5. Data Analysis
Including descriptive data tables, validity and reliability of the
questionnaire, homogeneity test, diagnostic testing, regression,
parametric and non-parametric test, tables of related software to each of
the hypotheses, accepting or rejecting the hypothesis, analysis and
interpretation of the results for each of the hypotheses, test statistics and
analysis of variable coefficients.

6. Results and Discussion
Including the results of any of the hypotheses, the correlation of
research results with literature review, the introduction of practical
suggestions and strategies and related results.

3. IN-TEXT CITATION

Persian references in the text should be placed in parentheses including (last
name, year, and page number). English references should be inserted in the text in
Persian and its English equivalent should be written in footnote. Details about the
terms and English equivalents should also be included in footnote. English terms
should not be provided in the test, except in the case of formulas and equations.

4. REFERENCES

Persian references and then English references should be provided
alphabetically as follows:

A Book: Last name, first name. (Publisher). Book with italics, translator,
place of publication, publisher name.

B Article: last name, first name. (Publication year). "Title of the Article
within quotation marks.«The name of the journal italics, issue number,
volume number, place of publication, page number.

5. CHARTS AND TABLES TITLES
Title of the tables should be written at the top and title of the charts should
appear below. Number from 1 (number) so used.

6. OTHER TERMS AND CONDITIONS
e The submitted paper should not be published elsewhere in Persian
language Iranian and non-Iranian journals and has not been submitted
elsewhere at the same time.



e Journal articles that do not follow the form and structure in the

instructions for author section will not be considered for further process.

o Journal is eligible to edit the papers without changing its content and

submitted papers will not be returned.

e The corresponding author or authors are responsible for the accuracy of

the submitted paper.

e Word files should be named in English. It must include the first author's

last name and date of submission.

e Submitted papers will be published after the approval of the referees

and editorial board.

References in Text
In English text, references such as a name, year or page, should be noted

in footnotes.

>

>

Others
Essays sent to the Publication should not be sent simultaneously to other
publications.

The Publication will not accept and publish essays not meeting the above
mentioned requirements.

The Publication may edit sent essays without changing the content and it
will not send them back.
The responsibility of essays' content is on the author.
The electronic file of essays should be named in English with family name
of the author and sending date.

> The sent essays will be published after specialized adjudication and

being approved by the editorial Board.



Guide to Essay Writing

All the following conditions should be met by professors and researchers
in their essay writing in order to be accepted by the Journal to publish.

Essay Form

Essays should be sent exclusively to the web address http: //jfm. alzahra.
ac. ir in the software word, A4 papers (top margin 4 cm, bottom margin 6. 5
cm, left margin 4 cm and right margin 5 cm) by Font 11 Times New Roman
and line spacing 1 cm.

Essay Structure

» The cover should contain the title; author (s) name (the author responsible
for corresponding should be marked with an asterisk), scientific grade,
and the name of institution or university where (s) he works in. Full office
address, call number, fax and email of the author responsible for
corresponding should be noted.

> The first page contains the essay's title, abstract, subject, research method,
discussion and conclusion (in 200 words) and key words (up to 5 words).
The abstract should have JEL taxonomy, which is available in the website
www. aeaweb. org/jounal/jet_class_system. html.

The second page totally contains a question raising and the research goal
and its importance; the research background and theoretical framework;
questions and hypotheses; the research method including data gathering
method, data analysis techniques, variables definition, statistical population,
sampling method and sample volume; research findings including noting and
comparing findings with the previous researches' findings and conforming
them to the hypotheses; conclusion including a summary of the paper, total
conclusion, suggestions based on the results and, if necessary, for future
researches; resources.


http://www.aeaweb.org/jounal/jet_class_system.html

Editorial Board:

Editorial Board University Scientific Course
Degree

Ebrahim Abbasi Alzahra Associate Professor | Finance
Ali Asghar AnvariRostami Tarbiat Modares | Professor Finance
Mohamad Esmail Fadaeenejad | Shahid Beheshti Associate Professor | Finance
Hasan Ghalibaf-Asl Alzahra Associate Professor | Finance
Reza Raei Tehran Professor Finance
Abolfazl Shahabadi Alzahra Professor Economics
Reza Tehrani Tehran Professor Finance




Journal of Financial Management Strategy

Alzahra University- Faculty of Social Sciences and Economics
Vol. 10, No.39, Winter 2022

Chief Editor: Abolfazl Shahabadi

Managing Director: Mohammadreza Rostami
Internal Manager: Hojjatollah Ansari
Executive Manager: Azam Amirykhah

Editor of Persian: Roghaye Pouran

Editor of English: Vahid Omidi

Layout: Marziyeh Hasanzade Aliabadi
Publish Period: Quarterly

ISSN: 2345-3214

Address: Tehran- Sheikh Bahaei Square-DehVanak
Street- Alzahra University- Postal Code: 1993893973

Email: jfm@alzahra.ac.ir
Web: http://jfm.alzahra.ac.ir

Tel: 021-88212578




In The Name of God

Journal of Financial Management Strategy

Alzahra University

Vol. 10, No. 39
Winter 2022



	JOURNAL INFORMATION

