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PURPOSE

Tehran Stock Exchange is considered the most important and main center for
capital exchanges in Iran, and the efficiency of this institution requires the correct
decision of the factors present in it. Potential and actual investors are the most important
active group in this market, their appropriate decision-making is based on correct and
timely information, especially in connection with Stock price informativeness in the

Tehran Stock Exchange in the field of directing funds and also their optimal allocation,
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therefore identifying the factors affecting It is important to be aware of Stock price
informativeness. The purpose of the current research is to interpret the structural
modeling of factors affecting the awareness of stock price announcements in companies

listed on the Iranian Stock Exchange.

METHOD

The purpose of this research is to design a pattern of factors affecting Stock
price informativeness using the qualitative content analysis method. In this
research, using the qualitative content analysis method and the review of texts
and experimental background, as well as the use of semi-structured interviews with
17 research experts, the current model was designed. Based on the research approach,
8 main categories, 41 concepts and 94 codes were extracted. Based on this,
managers and politicians should first get a detailed knowledge of the factors
affecting Stock price informativeness and then, based on the identified effective
factors, apply effective strategies so that they can make informed decisions in
the capital market. Coding of the interviews using MAXQDA software led to
the identification of 41 effective factors, after referring to experts and drawing a

p
the awareness of stock price announcements. In order to stratify and interpret

e chart, 34 factors were determined as the most important factors affecting

the structural modeling of the identified factors, the opinions of 41 financial
managers of listed companies were used with the available non-probability
sampling method and with the help of a paired comparison questionnaire. The
validity of the questionnaire was confirmed using the content validity and its
reliability using the test-post-test method. The required data were collected using
a paired comparison questionnaire. Due to the fact that there are several methods
to determine the validity of the questionnaire, the content validity method was used
in this research due to its nature. After identifying the effective factors, the
Kyocert method was used, and each of the identified factors was written on a
separate card. The cards were divided into two groups of high value and low value

and then these two groups were divided again and four groups of very high value,
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high value, low value and very low value were obtained. In the next step, an
average value group is added to these four groups. After that, options are selected
from the valuable and very valuable group. In the next step, a questionnaire is set up
in an Excel spreadsheet with the opinion of expert university professors in the
field of research to determine the factors taken from the interview to achieve

content validity.

RESULTS

Interpretive structural modeling of the factors affecting the awareness of stock
price announcement led to the formation of thirteen levels, economic factors and
financial macroeconomic policies were the most effective, and transparency of
financial information, auditors' management letter, and the type of auditor's comments

were the most effective factors.

CONTRIBUTION

Considering that so far no research has been done to measure the factors
affecting the accuracy of stock price announcements in Iran, the present model
will help the decision makers, investors and managers of investment
companies to understand and benefit from this study in order to improve this

position.

CONCLUSION

The price of shares of companies admitted to the stock exchange is determined by
various factors, including the company's initial offering. The market value of a
company is calculated by multiplying its number of shares by its current share price.
Knowing the stock price of listed companies is important for investors and traders.
Because it allows them to make informed decisions about buying or selling stocks.
Factors such as company financial performance, industry trends, and market sentiment
can all affect stock prices. The decisions of managers and investors are based on the

knowledge of stock price information. Therefore, it is necessary to bring this awareness



and the factors affecting it to the attention of researchers and executives in the financial
field.

Keywords: Stock Price InformativEness, Investors, Stock Exchange, Interpretive
Structural Modeling.
JEL Classification: G11.
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INTRODUCTION

The purpose of this study is to investigate the effect of managerial myopia on
corporate social responsibility (CSR) and to examine the moderating effect of investors'
behavioral biases—such as emotional behavior, investor myopia, and herding
behavior—on the relationship between managerial myopia and CSR. In competitive
environments and efficient markets, managers are less likely to use company resources
solely to achieve profit-seeking goals. This competition fosters stable and socially
responsible practices within companies. However, in inefficient markets, motivations
like rewards, avoiding regulations, and maintaining job status can drive short-sighted
managers to act in their own interests, often at the expense of other stakeholders,
resulting in reduced social responsibility activities.

On the other hand, investors often do not behave rationally when making
investment decisions. As a result, biases such as herding, emotional behavior, and short-
sightedness are expected to influence individual investors' decision-making responses.
Based on this, the following hypotheses are proposed: 1) Managerial myopia has a

1. doi: 10.22051/jfm.2024.45815.2887
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negative and significant effect on corporate social responsibility activities. 2)
Shareholders' emotional behavior amplifies the relationship between managerial
myopia and corporate social responsibility activities. 3) Shareholders' herding behavior
accentuates the relationship between managerial myopia and corporate social
responsibility activities. 4) Market myopia moderates the relationship between
managerial myopia and corporate social responsibility activities.

MATERIALS AND METHODS

In terms of the implementation process (data type), this research is quantitative; in
terms of its practical application, it is categorized as applied research; in terms of
purpose, it is research-analytical; in terms of execution logic, it follows a deductive-
inductive approach; and in terms of time, it is post-event. Data was collected through
document analysis, utilizing Rahvard software and the audited financial statements of
companies listed on the Tehran Stock Exchange. For statistical analysis of the variables,
EViews and Stata software were used. The statistical population of this research
comprises all companies listed on the Tehran Stock Exchange between 2013 and 2022.
The sample was selected using a systematic elimination method. Companies were
excluded if their financial year did not end on March 29, experienced changes in activity
or fiscal year, were involved in special activities (insurance, banking, holding, and
investment), or had incomplete information necessary for calculating the research
variables. Ultimately, 143 companies remained, resulting in a final sample size of 1,430
firm-year observations. To measure corporate social responsibility (CSR), this research
uses six dimensions—customers, employees, environment, society, shareholders, and
corporate governance—based on studies like Lanis and Richardson (2015). Managerial
myopia is measured using the model of Anderson and Hsiao (1982), market myopia is
measured using the model of Abarbanell and Bernard (2000), investor emotional
tendencies are measured using the capital market emotional tendency index, and
herding behavior is assessed using the Lakonishok model (1992). To estimate the
research models, a multivariate regression model was employed, accounting for the
fixed effects of year and industry.

RESULTS AND DISCUSSION

Since fulfilling corporate social responsibility (CSR) has long-term effects on
financial performance and may potentially reduce short-term financial performance
metrics, managerial decisions and actions influenced by short-sightedness can disrupt
CSR initiatives. Therefore, we anticipated that managerial myopia would negatively

.I Azam Pouryousof
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impact CSR, and the results of this research confirm this expectation. Short-sighted
managers tend to prioritize short-term gains over long-term benefits and neglect CSR,
ignoring its long-term advantages. In this study, the impact of three key investor
behavioral biases on the relationship between managerial myopia and CSR was
examined. These behaviors include emotional behavior, herding behavior, and investor
short-sightedness. The results from the research model estimations confirmed the
hypothesis that these biases amplify the effect of managerial myopia on CSR.
Emotional behavior, herding behavior, and investor short-sightedness all contribute to
making the negative impact of managerial myopia on CSR more pronounced.

CONCLUSION

The findings of this research suggest that short-sighted managers tend to focus on
improving short-term performance, profitability, and current stock price to satisfy
shareholders and maintain the company’s image in the market. As a result, they are less
inclined to engage in corporate social responsibility (CSR) activities, which impose
short-term costs while offering long-term benefits. Furthermore, when shareholders
exhibit emotional behavior, herding behavior, or are myopic themselves, the reluctance
of short-sighted managers to participate in CSR increases. The research demonstrates
that socially-oriented companies are more likely to value the long-term benefits that
accrue to their primary shareholders, while the opposite is true for companies less
focused on social initiatives. Moreover, the study reveals that social orientation
interacts with market behavior and pricing patterns, which shape managerial decision-
making. The novelty of this research lies in showing the negative relationship between
CSR and managerial myopia, and how this relationship intensifies when investors
display emotional, herding, or myopic tendencies—an area previously unexplored in
the literature. By examining the link between CSR and managerial myopia in the
context of investor behavior, this research contributes to the understanding of how
market-driven reporting motives and company characteristics interact. Based on the
findings, it is recommended that managers pay close attention to their own decision-
making behaviors as well as those of shareholders, as these behaviors can negatively
impact the company's long-term performance. It is also suggested that standard-setters
and corporate boards, who are responsible for establishing laws, governance
mechanisms, and CEO selection, consider the role of behavioral factors in their
decisions. Investors are advised to adopt more prudent investment strategies, as their
decision-making behaviors can influence managerial horizons and affect the company’s
long-term performance and sustainability. Given the increasing competitiveness of



CSR and global challenges around resource management and energy, future research
should investigate additional behavioral traits of both managers and shareholders—
such as overconfidence, self-attribution bias, and ambiguity aversion—that may
influence CSR decisions.

Keywords: Corporate Social Responsibility, Manager's Myopia, Investor
Emotional Behavior, Investor Myopia and Herding Behavior.
JEL Classification: G14, N25, M41, M49.
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INTRODUCTION

Today, one of the most important factors in the decision-making process for
market participants in Tehran Stock Exchange-listed companies is the information
published by these companies. If information is not properly disclosed, the market's
price discovery mechanism will undoubtedly fail to function correctly, and bond pricing
will not be conducted effectively. Therefore, given the importance of disclosure, it is
crucial to identify the factors that influence its quality. In this research, the effect of
credit rating changes on the quality of disclosure has been examined. Moreover, since
no prior research has addressed this issue in Iran, it is considered an innovative aspect
of the current study. In other words, the aim of this study is to determine whether credit
ratings and their changes influence the quality of disclosure for companies listed on the
stock market.
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MATERIALS AND METHODS

For the analysis, data related to credit ratings, disclosure quality ratings, and
control variables were extracted from Rahavard Novin software and the accompanying
notes of the financial statements from the Codal system. The research covers a 10-year
period from 2012 to 2021. To determine the statistical sample, all companies listed on
the Tehran Stock Exchange in 2021 were initially considered, and the following criteria
were applied:

1. The company's financial year must end on the last day of Esfand.

2. There should be no change in the fiscal year during the study period.

3. The company's financial information must be available for the entire study

period.

The company must not be a bank or financial institution.

The company must have been listed on the Tehran Stock Exchange by the
end of 2012 and not delisted between 2013 and 2021.

A sample of 126 companies listed on the Tehran Stock Exchange during the
period from 2014 to 2022 was selected for examination. To conduct the research,
the credit ratings of these companies were initially calculated. After determining
the difference in credit ratings between the current year and the previous year,
the impact of this difference on the level of disclosure for the current year was
analyzed. SPSS and EViews software were used to test the research
hypotheses.

RESULTS AND DISCUSSION

Hypothesis 1: An increase in credit rating leads to a decrease in the level of disclosure.
The estimated coefficient for the increase in credit rating is -0.013, indicating an

inverse relationship between the increase in credit rating and the quality of disclosure.

However, since its significance level is greater than 5%, we conclude that this effect is

not statistically significant.

Hypothesis 2: A decrease in credit rating leads to an increase in the level of disclosure.
The estimated coefficient for the decrease in credit rating is 0.0045, which

indicates a positive relationship between the decrease in credit rating and the quality of

disclosure. However, since the probability of the test statistic is greater than 5%, this

effect is also not statistically significant.
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Hypothesis 3: A higher credit rating results in a decrease in the level of disclosure.
The estimated coefficient for credit rating is -0.022, indicating a negative relationship
between credit rating and the quality of disclosure. Since the probability of the test
statistic is less than 5%, this effect is statistically significant. In other words, a higher
credit rating is associated with lower quality of disclosure, which supports the third
hypothesis of the research.

CONCLUSION

The primary basis for decision-making by participants in the stock exchange is the
information published by companies listed on the exchange. If disclosure is not
conducted properly, stock pricing will not be accurate. Therefore, identifying the
factors that affect the quality of disclosure is crucial. Additionally, given that the
information disclosure behavior of companies is influenced by their credit risk, this
research examines the impact of credit ratings and their changes on the quality of
disclosure. These results are consistent with the findings of Basso et al. (2017) and
Guilet et al. (2020).

Based on the results obtained and the theoretical foundations, a decrease
in credit rating is associated with changes in capital structure, specifically a shift
from debt financing to equity issuance. In other words, as the credit rating declines,
the company's focus shifts toward equity holders, while an increase in credit rating
leads to a focus on financing through debt. These factors influence the type of
information disclosed. The more comprehensive the disclosure, the lower the cost of
financing will be. Conversely, as the credit rating increases, investors perceive risk to
be lower, which reduces their demand for extensive information disclosure. Thus, an
increase in credit rating can lead to a decrease in disclosure due to diminished
information demand.

RECOMMENDATION
1. Company managers are advised to enhance the quality of their disclosures to
gain the trust of investors and creditors.
2. Banks and credit institutions are recommended to consider the quality of
disclosure and credit ratings of companies when evaluating their
creditworthiness.



3. Market participants and investors are encouraged to take companies' credit
ratings into account when making decisions regarding stock purchases.

Keywords: Credit rating, Credit risk, Disclosure Quality.
JEL Classification: M41.
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INTRODUCTION

One of the key factors for the development and stability of economies is the
establishment of an efficient and robust financing system for companies. Given the
rapid changes in the business environment, such a system must be continuously updated
and optimized to effectively respond to emerging opportunities and threats. Over the
past decade, companies in the country have faced two major crises: the intensification
of sanctions and the COVID-19 pandemic. These crises appear to have had profound
effects on corporate financing. While several studies have explored the impact of crises
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on company financing, few have comprehensively examined how such crises influence
the interaction between macroeconomic variables (at the national level) and
microeconomic factors (at the company level) on corporate financing decisions.
Despite the importance of understanding these dynamics, no research to date has
developed a comprehensive model that accounts for both internal and external factors
affecting corporate financing under crisis conditions, especially in emerging
economies. The motivation for this research stems from this gap in the literature. The
goal of the study is to propose a relatively comprehensive model that identifies,
categorizes, and demonstrates the impact of both internal and external factors on
corporate financing in the context of crisis conditions, such as sanctions and the
COVID-19 pandemic. A critical element in designing this model is recognizing the
simultaneity of the various factors and dimensions that influence the evolution of the
financing system. Thus, this study seeks to fill the research gap by providing a model
that considers both external and internal dimensions of corporate financing under the
pressures of sanctions and the pandemic. By conducting an extensive literature review
and using structural equation modeling (SEM) to empirically test the proposed model,
this research aims to answer the challenge of how sanctions and COVID-19 impact the
effectiveness of corporate financing systems.

MATERIALS AND METHODS

At this stage, the primary method of data collection involves reviewing theoretical
foundations and analyzing both financial and non-financial reports of companies.
Initially, relevant theoretical frameworks are gathered through library research and
reliable databases to provide a foundation for understanding the research topic.
Subsequently, as is common in empirical research, financial and non-financial data
from companies listed in the capital market are utilized. The research model is then
developed and tested through structural equation modeling (SEM). To achieve this, data
from 159 companies spanning the period 2013 to 2022 (1,590 company-years) were
collected to examine 14 hypotheses. The SEM was conducted using SmartPLS4
software, and the hypotheses were tested across three distinct models, with the
financing model being divided into three key categories: internal financing, short-term
external financing, and long-term external financing.
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RESULTS AND DISCUSSION

The results of the research showed that sanctions and the COVID-19 crisis impact
audit characteristics, financial performance, market performance, investment
efficiency, political communication, and economic uncertainty on internal financing
through retained earnings. Additionally, financial performance, market performance,
investment efficiency, political communication, economic uncertainty, and corporate
characteristics significantly moderate both short-term and long-term external financing.
Finally, based on the determination coefficients of all three research models, it was
found that the selected factors have greater explanatory power for long-term financing
than for internal or short-term financing.

CONCLUSION

To mitigate the challenges caused by the crisis, which has made company
financing difficult, managers should focus on improving financial performance, market
performance, and investment efficiency. These factors increase the company’s
credibility and trustworthiness among foreign investors, enabling it to benefit from
lower interest rates. To boost internal financing, companies should utilize high-quality
auditors. Additionally, managers should work to strengthen political connections, as
this can help the company expand into new markets and receive government support,
even during crises. To further reduce the negative impact of a crisis on financing,
companies should diversify their sources of funding and employ financial risk
management tools such as insurance, derivatives, and futures contracts. These measures
help the company minimize adverse effects and maintain financial stability in
challenging economic conditions. Legal reforms, investment in stock portfolios,
reducing investment risk in the country, as well as long-term, medium-term, and short-
term economic policies aligned with economic justice, along with political and security
factors involving managers and experts, can all influence international financing under
sanction conditions. Finally, this research contributes to the literature on factors
affecting the financing system of companies in times of crisis. It offers insights that can
improve the allocation of financial resources and increase the efficiency of financial
markets. The findings of this study can help identify existing opportunities, threats,
weaknesses, and strengths, as well as the needs and challenges of the corporate
financing system, and provide practical solutions and policies for its development.
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INTRODUCTION

The increasing interest in NFTs in recent years has been reflected within
the scientific community. However, this topic has yet to be thoroughly
researched in the fields of business, economics, and finance (Alon, Bertas, and
Katrieh, 2023). The significance of NFTs can be viewed from two perspectives:
first, they enable investors to convert their digital assets into securities; second,
their rarity plays a crucial role in determining the value of unique items, such
as works of art or collections (Berton and Jacobsen, 1999; Mandel, 2009). The
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literature on NFT pricing remains scarce, and it appears that their pricing
behavior is susceptible to inefficiencies, pricing bubbles, and rapid price
fluctuations (Lucy et al; 2022). The pricing methods utilized in this domain thus
far include the hedonic model, repeated sales regression, vector autoregression,
machine learning, and wavelet models (Krousel and Tognetti, 2022). The
purpose of this research is to comprehensively gather the factors affecting the
pricing of these tokens as identified in previous studies. To achieve this, a
qualitative meta-synthesis method was employed to review articles published
until September 2023. The innovative aspect of this research lies in the
examination of all these factors using a meta-synthesis approach, as no prior
research has addressed this in the field. Consequently, conducting this research
can help bridge the existing research gap and contribute to the enrichment of
the literature in this area.

MATERIALS AND METHODS

Library resources were utilized to collect information for this research.
All background and framework-related information has been gathered through
the study of reliable scientific websites and electronic journals. This research is
classified as applied in terms of its purpose and employs a qualitative research method,
specifically the meta-synthesis approach. Meta-synthesis research is conducted to
integrate multiple studies, resulting in comprehensive and interpretive findings (Nay,
2016). The validity of this research is established through a detailed explanation of the
methodological steps, and the critical assessment skills program method was employed
for this purpose. Reliability has been measured and confirmed using the intraclass
correlation method. Additionally, MAXQDAZ20 and SPSS software were utilized for
data analysis.

RESULTS AND DISCUSSION
The conceptual model that is the result of this research is presented
in Figurel.
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Figure 1. Conceptual model of the factors affecting the pricing of Non-
fungible tokens by meta-synthesis method

Source: collection researchers

CONCLUSION

In this research, the researcher employed the meta-synthesis method to analyze
existing documents and literature, demonstrating that the factors influencing NFTs can
be categorized into two main groups:

Systematic Factors: These factors impact the entire NFT market. Changes in any
of these items affect the NFT market across all types, including gaming, art, fashion,
and food and drinks.

Unsystematic Factors: These factors specifically influence individual NFT
markets. By diversifying investments across several types of NFTs, we can reduce the
risk in our portfolio, as these factors do not affect the entire market.

It is recommended that future research carefully and comprehensively investigate
each of these factors and their impact on NFT pricing. Additionally, all relevant factors
should be considered as decision criteria for each NFT, with appropriate calculations
and analyses conducted.
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INTRODUCTION
OBJECTIVE

The aim of this research is to provide a model for determining the block share
price across various industries in Iran’s capital market. While previous studies have
identified the factors affecting the block premium, they have not estimated the impact
coefficients of these factors-whether positive or negative-across different industries.
This research seeks to estimate the impact coefficient of each identified variable on the
block premium, based on the findings of past studies, and to examine how the influence
of each variable on the block premium differs among industries. Ultimately, this study
aims to present a model for determining the block share price in the active sectors of
the Tehran Stock Exchange.
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METHODOLOGY
The study population consists of companies listed on the Tehran Stock Exchange

and the Iran Fara Bourse, covering stock block transactions from 2011 to 2020. The
relationships between the research variables were analyzed using EViews and
multivariate regression analysis. Based on the model outputs, the research hypotheses
were tested, and the impact coefficients on the block premium were estimated. To
further examine the differences in the impact of variables on the block premium across
different industries and to enhance the accuracy of the findings, the variables were also
analyzed using Python. The hypotheses were tested using the model presented in
Equation 1:
Equation 1:
stock block premium

= C + By In Marketcap + 3, Block size + f3 InCash

+ B,InAsset + s In Revenue + B¢ Debet ratio

+ By InProfit+ BgDy + Bo Dy + P1oDs + P11 Dy + P12 Ds

+ P13 Ds + P14 D7 + PisDg + P16 Do + P17 D1o + P1s Dis

+ B19 D12 + Bao

NOTATION
e  [: The coefficient that needs to be estimated.
e  D:Industries examined in the research.
The goal of the model is to measure the impact of each explanatory variable on
block premium and its variation across the examined industries.

FINDINGS

Based on the coefficients obtained from the model and their significance levels,
the results indicate a direct relationship between block premium and the variables of
block size, cash, assets, and company revenue. Conversely, there is an inverse
relationship between block premium and the variables of profit, debt ratio, and
company size. Consequently, investors in the block trading market pay special attention
to these variables and incorporate them into their decision-making processes.
Comparing the significant coefficients reveals that the variables of block size, revenue,
assets, and company cash have the highest direct relationships with block premium, in
that order. Similarly, the variables of company size, profit, and debt ratio exhibit the
highest inverse relationships with block premium, respectively.
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Table 1.The results of the hypotheses test in Eviews

Variable

Company Size

Block Size
Cash
Assets
Revenue
Debt Ratio
Profit

Metal Ore Extraction

Oil, Gas Extraction and Related
Services

Mass Construction, Real Estate
Banks and Credit Institutions
Insurance and Pension Funds
Automobile Manufacturing

Metal Products Manufacturing

Other Non-Metallic Mineral
Products

Investment
Multi-Industry Companies

Electricity, Gas, Steam Supply

Petroleum Products, Coke, Nuclear
Fuel

Basic Metals

Intercept ( Chemical)

F-statistic

Abbreviation

Market cap

Block size
Cash
Asset

Revenue

Debt ratio

Profit
D1
D2

D3
D4
D5
D6
D7
D8

D9
D10
D11

D12

D13

Overall Model Significance Level

Durbin-Watson Statistic (D.W)

R-squared

Adjusted R-squared (Adj. R?)

Coefficient (B)

-0/1311

0/4098
0/0223
0/0525
0/1119
-0/0107
-0/0402
0/3728
0/9920
0/1186
-0/0602
-0/2288
-0/2182
-0/1293
-0/1457
0/1233
0/0907
0/8994

-0/2992

-0/2380
-0/9513

t-statistic

-10/0662

9/3819
5/9197
5/6149
15/6806
-8/7442
-6/6442
0/3034
0/0350
13/049
-2/4164
-10/4023
-10/6660
-15/5691
-15/2579
0/7893
6/3122
0/1342
-15/2791
-11/5070
-8/3154
9296
0,00
2/07
0/95
0/94

Significance
Level (prob)

0.000
0/000
0/000
0/000
0/000
0/000
0/000
0/7621
0/9721
0/000
0/0171
0/000
0/000
0/000
0/000
0/4314
0/000
0/8934
0/000

0/000
0/000



In the following analysis, nonlinear models were employed to examine the data
using Python software. The data were analyzed based on the type of industry for all the
industries under study. To enhance the model's performance, only industries with more
than 10 data points were selected. For this purpose, we utilized Jupyter Notebook and
the PyCaret library, which is designed for implementing automated machine learning
models. Ultimately, we aimed to address how the impact of each explanatory variable

on block premium varies across the different industries under study.
The output from the various models is presented in Chart 1.

Chemical Petroleum Products, Coke, Nuclear
marketcap . F u e I
Automobile Manufacturing Basic Metals
Banks and Credit Institutions Investment

Chart 1. The output of the models
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After running the model, the results showing the differences in the impact of
explanatory variables on block premium across the various industries are presented in
Table 2.

Table 2.The final results of running the model in Python

Sherholder type Assets Cash | DebtRatio | BlockSize Company Size Proft Industry

0| 0y 3

il ﬂ 69 Petroleum Products, Cole, Nuclear Fuel

2| 35 B5 N n i

18 7@ § 4ﬂ %0 Basic Metals

2 ! o

3 Ry Automoble Menfaturing

0 10 D 8 Investment

12 ] 105 Berksand Credit Institutons

0
Y

Based on the research findings, in the industries of petroleum products,
coke and nuclear fuel, basic metals, chemicals, investment, banks and credit
institutions, and automotive manufacturing, block investors pay particular attention
to profit, company size, asset amount, and block size. The findings suggest that
while investors in each industry focus on company performance and block size,
the importance of each variable varies across different sectors. From another
perspective, the results of the model can be analyzed by each variable, revealing
that profit, company size, and assets hold significant importance in the basic metals
industry. In the automotive manufacturing industry, revenue, block size, cash, and type
of shareholder are significant, whereas the debt ratio is crucial in the banking and credit
institutions industry.

CONCLUSION

This research assessed the impact of various factors on block premiums
in different industries active in Iran’s capital market. Notably, the innovative aspects
of this research include the consideration of both positive and negative block
premiums, the measurement of the impact of identified factors, and the exploration
of differences in the impact of each factor across various industries using
econometric and machine learning methods. Based on the results, it is recommended
that block investors prioritize the variables outlined in this research according to



the type of industry when valuing stock blocks. By doing so, they can predict block
premiums more accurately.
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INTRODUCTION

In recent years, as the service-oriented economy has replaced the manufacturing economy,
the importance of intangible capital as a key market factor has become increasingly evident.
Companies have realized that, to differentiate themselves from competitors, they must focus on
investing in intangible capital. A knowledge-based market environment requires a framework that
includes intangible assets such as knowledge, human capital, innovation, customer relations, and
investment in research and development (Baghbanzadeh et al., 1398). Agency theory explains
corporate governance and firm performance, particularly in the manufacturing sector, which forms
its foundational principles. Corporate governance involves protecting the interests of the company’s
primary absentee owners (shareholders) (Ogaluzor et al., 2019). Ogaluzor et al. (2019) also
demonstrate that ownership concentration is an effective tool in controlling companies, as broader
ownership concentration can help mitigate the conflicts between owners and agency managers.
Therefore, this research aims to present a systematic model of innovation to explain the relationship
between corporate governance criteria, ownership structure, and corporate characteristics.

MATERIALS AND METHODS

The current research is applied in nature, utilizing a survey-analytical method with
a correlation-based approach. The statistical population studied includes companies
listed on the Tehran Stock Exchange during the period from 2011 to 2018. The
population was determined using the systematic elimination method, resulting in a
sample of 104 companies after applying sampling restrictions. The study investigates
multivariate regression using a combination of qualitative and quantitative data.
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RESULTS AND DISCUSSION

Based on the first, second, and fourth hypotheses, the model estimation results show that
ownership concentration, government ownership, and institutional ownership have an inverse
and significant relationship with innovation, meaning they reduce innovation. It appears that
ownership concentration is driven by the pursuit of short-term profits, and government relations
are seen as a profitable factor that can distort investment decisions or lead to inappropriate ones,
ultimately decreasing the company's value. According to the third, fifth, eighth, ninth, and tenth
hypotheses, managerial ownership, board duality, board size, conservatism, and board gender
diversity show no significant relationship with innovation. On the one hand, the negative impact
of extensive government ownership in joint-stock companies, which causes deviation, is
mitigated if most board members are non-compulsory independent directors; however, this has
no effect on innovation. Gender diversity, meanwhile, may have limited or even negative
consequences on the board’s duties and decision-making. According to the sixth and seventh
hypotheses, the proportion of independent board members and board remuneration have a
significant and direct relationship with innovation. Performance-based compensation is designed
to reduce, or even eliminate, the existing conflict between managers and owners.

CONCLUSION

The results indicate that among the corporate governance and ownership structure
variables, ownership concentration, state ownership, and institutional ownership reduce
innovation, while the ratio of non-executive board members and board remuneration enhance
innovation in listed companies. According to this model, other corporate governance variables
have no significant impact on innovation. It is recommended to reduce ownership
concentration, government shares, institutional ownership, and the proportion of non-
executive members in companies. Further research should explore the relationship between
research and development expenses and various ownership structure criteria, tailored to
specific industries. These findings can be interpreted in the context of factors such as economic
recession, market instability, and economic sanctions, which have placed a significant portion
of company performance beyond managerial control.

INNOVATION

This study presents innovation based on both tangible and intangible capital, as
well as the decision-making process through which project owners and investors
optimize whether to implement a project or postpone it to the future. Additionally,
corporate governance applications were integrated and modeled alongside innovation
within the framework of a general equilibrium model.
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INTRODUCTION

The capital market is a structured and organized platform where
companies seeking capital can offer their securities to investors, thereby obtaining
the funds they need. In this context, the capital market must determine a price for
these securities. The stock price of a company is typically influenced by various
factors, the most significant being the company's profitability, future profitability
expectations, the country's economic conditions, and investor decisions. Incorrect
pricing of company shares in the capital market can lead to either overvaluation
or undervaluation. A lack of clear, accurate, and timely information is a common
cause behind stock misevaluation. Overvaluation tends to be more prevalent
and persistent than undervaluation because, when a company's stock value
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rises, managers often stand to gain various benefits that they are reluctant to lose.
One key aspect of improving the quality of financial statements is enhancing the
readability and comparability of financial information. High readability of financial
statements ensures that investors view the information as reliable, as it is easier for
them to comprehend and make stable decisions. Previous studies have shown
that investors are more likely to invest in companies with clear, legible, and
accurate financial statements. From an economic theory perspective, if a company's
financial statements lack readability, investors struggle to evaluate the information
effectively. This often leads them to seek additional information elsewhere, which
can disrupt their decision-making process. Among the benefits of financial information
comparability are reduced information processing costs, decreased uncertainty
about the credibility of a company's information, minimized stock price fluctuations,
and lower debt costs. Therefore, the ability to compare financial information gives
investors confidence in the quality of the data, fostering stability in their decision-
making process.

HYPOTHESES

H1: There is a negative relationship between the readability of financial statements
and incorrect stock pricing.

H2: There is a negative relationship between the comparability of accounting
information and incorrect stock pricing.

H3: The interaction between the comparability of accounting information
and the readability of financial statements leads to a reduction in incorrect stock
pricing.

METHOD

The current research is applied in nature and, from a methodological
standpoint, it is of a causal (post-event) correlation type. The statistical
population under investigation includes all companies listed on the Tehran Stock
Exchange, with the period of study spanning from 2012 to 2021. A systematic
elimination method was employed to select the sample, resulting in 127 companies
being chosen for analysis. Data analysis was conducted using the combined
data method, with a panel data approach, and EViews 12 software was utilized to test
the hypotheses.
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RESULTS

The results of the hypothesis tests indicated that the readability of financial
statements and the comparability of accounting information have an inverse
relationship with incorrect stock pricing. As these two factors improve, incorrect stock
pricing decreases. Furthermore, the interaction between these two factors has a negative
effect on incorrect stock pricing. With the simultaneous improvement of both
readability and comparability of financial statements, incorrect pricing is further
reduced.

DISCUSSION AND CONCLUSTON

The study of factors influencing incorrect stock pricing is of great importance,
as previous research highlights that investors base their decisions on the information
disclosed by companies through financial statements. The more transparent,
reliable, and timely this information is, the more it reduces information asymmetry
and ensures the proper distribution of data between both parties in the transaction.
This, in turn, leads to a more reasonable stock pricing process. In an ideal, efficient
market, it is expected that stock prices will not deviate significantly from their
intrinsic value, and any discrepancies will be naturally corrected over time. One legal
method managers may use to obscure information is by making financial
reports complex or ambiguous in tone. This hinders investors' ability to make informed
decisions, as they face challenges in interpreting the information and determining the
appropriate volume and price in their transactions. On the other hand, the readability of
financial statements is a crucial factor that allows investors to make full use of the
financial data provided in line with their investment goals. The results of this research
show that improving the readability of financial statements reduces the likelihood
of incorrect stock pricing. Access to clear and transparent information ensures
that stock prices are aligned closely with their intrinsic values. In the conceptual
framework of Iranian reporting, comparability is one of the main qualitative
characteristics that enhances the usefulness of financial information. The findings
indicate that improving the comparability of accounting information significantly
reduces incorrect stock pricing. This is because high-quality, comparable information
allows investors to make better-informed decisions. Moreover, the results suggest that
comparability plays a more significant role in reducing incorrect pricing than the
readability of financial statements. This may be attributed to the intrinsic nature of
comparability, which inherently delivers more understandable information to the



market. In fact, readability can be seen as embedded within comparability; when
financial information is comparable, it also tends to be more readable. The interaction
of these two qualitative factors can greatly influence the reduction of incorrect pricing
in an efficient market.

Keywords: Comparability of Financial Information, Stock Incorrect Pricing,
Readability of Financial Statements, Quality of Financial Information.
JEL Classification: M41, H63.
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INTRODUCTION

The volume of capital market information is expanding dramatically, making it
impossible to effectively use this data without data mining algorithms and big data
models. Past studies have indicated the potential for stock price prediction using
machine learning models; however, the prediction accuracy of these models has not
been thoroughly evaluated. The aim of this research is to compare the predictive
accuracy of five commonly used data mining algorithms: neural networks, logistic
regression, k-nearest neighbors, support vector machines, and cross-validation.

Among the 385 active companies listed on the Tehran Stock Exchange, 72
companies were selected using a systematic elimination method, and the accuracy of
the aforementioned models in predicting stock prices was assessed using daily data
from these selected stocks for the years 2008 to 2019. To evaluate the models' accuracy,
three indices-R2, MSE, and RMSE-were used. An analysis of variance (ANOVA)
employing the F statistic was conducted to assess the models' fit, while the t-test was
used to compare the models in pairs.

The main objective of this research is to compare the predictive accuracy of data
mining algorithms for stock price forecasting. To achieve this, widely-used machine
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learning models, including support vector machines, neural networks, k-nearest
neighbors, logistic regression, and cross-validation, were first identified through a
review of the literature. Then, using statistical methods, the accuracy of these models
in estimating stock prices in the Tehran Stock Exchange was calculated.

The primary innovation of this research lies in not only evaluating the potential of
stock price prediction using data mining algorithms-something that has been done
independently in previous studies-but also in assessing the accuracy of these models,
which is novel research within the context of the Iranian capital market.

MATERIALS AND METHODS

The method of data collection in this research is the library method. The data were
extracted daily from the Rahavard Novin software and the tsetmc.com information
database. Additionally, the gold and currency statistics database was used to obtain the
free exchange rate, the price of gold per ounce, and the price of oil.

The statistical population of this research includes companies listed on the main
board of the Tehran Stock Exchange during the period from 2008 to 2019. Given the
large size of the population and certain inconsistencies among its members, the
systematic elimination method was employed to select the sample (Sarmed, 2019). The
criteria used for sample selection are as follows:

e  The company must have been listed on the Tehran Stock Exchange before

2008.

e The company’s financial year must end at the end of Esfand (to increase

comparability).

e  The company must not have changed its financial year during the period from

2008 to 2019.

e  The company must not have experienced a trading suspension of more than

six months during any financial year.

e  More than 600,000 of its shares must be traded each year.

By applying these criteria, 72 companies active on the main board of the stock
exchange were selected as the statistical sample.

RESULTS AND DISCUSSION

By classifying the aforementioned indicators, it was concluded that the support
vector machine exhibited the highest accuracy in predicting stock prices, followed by
neural networks, logistic regression, cross-validation, and k-nearest neighbors.

The following table presents the descriptive statistical indicators of the five models
used in the research. According to these indicators, the average R? for the support vector
machine method has the highest value, equal to 0.94, with a standard deviation of 0.01.
It is followed by the artificial neural network model, logistic regression, cross-
validation, and lastly, k-nearest neighbors. Other descriptive statistics also support the
reliability and validity of the data.
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Table 1. Descriptive statistics of the models used in the research

kurtosis | Skewness | Median max min Star!de}rd Mean Descr_i pti_ve statistics
Deviation indicators
-1/14 0124 0/96 0/99 0/91 0/01 0/94 R?
-1/16 0124 97/28 | 13193 | 58/33 22117 96/24 | MsEg |Support vector
machine
115 -0/26 57 85 23 18/82 55/49 | RMSE
-1/21 -0/01 0/89 0/95 0/83 0/02 0/59 R?
-0/94 -0/13 | 122/53 | 150/85 | 87/06 17/9 121/07 | MSE logistic
regression
-0/93 -0/14 86/5 113 53 16/89 85/46 | RMSE
-1/19 -0/02 0/87 0/92 0/83 0/02 0/87 R?
-0/98 0/02 | 152/42 | 183/55 | 119/97 17/9 152/19 | MSE Cross-
validation
-0/98 -0/05 115/5 145 84 16/99 | 115/13 | RMSE
-1/15 0/01 0/82 0/88 0/82 0/02 0/85 R?
-1/05 0/17 | 181/74 | 219/1 | 137/4 23/84 | 18133 | msg | K-nearest
neighbors
-1/05 -0/16 143/5 179 101 22/69 | 142/79 | RMSE
121 -0/01 0/91 0/96 0/88 0/02 0/91 R?
-1/28 0/01 98/15 | 13117 | 66/49 19/51 98/13 | MSE |neural network
-1/27 0/01 64 95 33 18/58 63/78 | RMSE
CONCLUSION

Based on the analysis conducted in this research, it is evident that machine learning
models can be used to estimate stock prices in the capital market, and the accuracy of
stock price estimation varies across different models. To validate this hypothesis, the
mean difference test (variance analysis) was employed. According to the results
presented in the table, the significance level of the R index is 0.0440, which is less than
0.05. This leads to the acceptance of hypothesis H1, which states that "There is a
significant difference in accuracy between the support vector machine, cross-
validation, logistic regression, neural networks, and k-nearest neighbor’s models."
Consequently, the null hypothesis, which posits no significant difference, is rejected.

According to the research findings, the support vector machine model
demonstrates the highest accuracy in stock price estimation, ranking first with
R2 = 0.944. This is followed by the artificial neural network model with Rz = 0.908,
logistic regression with R2 = 0.888, cross-validation with R? = 0.868, and k-nearest
neighbors with R2 = 0.848. This ranking is further confirmed by the MSE and RMSE



methods. As shown in the table, the support vector machine method, being the most
accurate, has the lowest values for these two indices. As model accuracy decreases, the
values of these indices increase, following the same ranking observed in the R? results.
The results of this research are consistent with previous empirical findings, which
demonstrated that the models used have the capability to predict stock prices, as
highlighted in the literature review. However, since previous studies did not involve a
comparative analysis of the models used in this research, it is not possible to directly
compare or contradict their findings. The main innovation of this research lies in
comparing a range of machine learning models, which was not done in prior studies.

Keywords: Stock exchange, Forecast, Stock prices, Intelligent algorithms,
Machine learning, Data mining.
JEL Classification: C02, C13, C53, C55, C58, G17.
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INTRODUCTION AND PUROSE

One of the goals and philosophy of companies is to maximize the wealth of
shareholders. The company should act in such a way as to maximize the wealth of
common stockholders. One of the ways to increase the wealth of shareholders is to
acquire other companies. Merger and acquisition is considered as a type of growth in
the company's activities and operations, which makes the company's activities more
diverse, and it is considered as one of the companies' strategies to increase the
competitive position and an important and strategic decision in financial management.
Today, competition at the global level has increased so much that relying on the internal
efficiency and strengths of the company alone does not lead to sustainability and
growth, companies use each other's exploitable resources jointly by adopting methods
of combination and with group synergy against the threats of the competitive
environment. They stand up (Pasban et al; 2017). As it was mentioned, among the
issues that have taken a large part of the decisions of the financial managers of the
companies, is the decision regarding the provision of the required financial resources,
or in other words, determining the capital structure. Considering that the capital
structure can directly affect the value and reputation of the company, it is of particular
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importance in financial discussions that in this regard, researchers seek to determine an
optimal structure of the combination of financial resources by presenting various
theories and proposals. With the lowest cost, the resources needed by the company will
be provided and the value of the company will also increase. Among the theories
presented about the optimal structure of capital is the hierarchical theory (Borojni et al;
2014). The purpose of the current research is to explain the role of financing sources
on the performance of acquired companies during the years 2014 to 2018 based on the
hierarchy theory. Based on this, the main question that the researcher seeks to answer
in the present study is which of the financing sources can affect the performance of the
acquired companies? And do companies follow the hierarchy theory for financing?

RESEARCH HYPOTHESES
1. The financing sources of mergers and acquisitions have a significant
effect on the return on equity of companies based on the hierarchy theory.
2. Merger and acquisition financing sources have a significant effect on the
return on assets of companies based on the hierarchy theory.
3. Merger and acquisition financing sources have a significant effect on the
Qotubin ratio of companies based on the hierarchy theory.

RESEARCH METHODOLOGY

In terms of purpose, the current research is applied and descriptive-correlation
research. In this research, the relationship between the variables is evaluated and tested
using econometric methods such as panel data methodology. To estimate the model,
the F and Hausman tests will be performed first to select the best model from the
common pooled data, fixed effects and random effects. In this regard, using the data
collected from the stock exchange organization, Eviews10 software and Excel software
are used for variable calculations. The statistical population of the research consists of
all the companies admitted to the Tehran Stock Exchange. The time domain of the
research is a five-year period that begins in 2014 and ends in 2018; In other words,
companies that were studied between 2014 and 2018 have been investigated. In this
research, any type of major stock transaction that gives the acquiring company or
companies under its control the ability to elect or retain at least one member of the
board of directors with any ownership percentage (5% or higher) is called company
acquisition (Bolo and Anabastani). , 2012). Since in Iran, acquired companies prepare
independent financial statements after acquisition, therefore, financial statements of
target companies are used directly without the need to separate financial information
(Arafi and Jahankhani, 2018). The statistical sample of this research is those companies
admitted to the stock exchange that have the following conditions:

1) Acquired companies whose shares were traded in the stock exchange between

1394 and 1398 and whose symbol was not removed from the stock market by
the end of 1398.
2) Information related to them should be available.
3) The financial year of the companies ends at the end of March every year.
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4) Do not be in the group of banks, credit institutions and other financial

institutions, financial intermediaries and financial investments.

In this way, the 53 companies that were selected as research samples are not part
of financial intermediary and investment companies, because these companies are
mainly considered as buyer or mother companies and have access to extensive financial
resources.

HOW TO MEASURE RESEARCH VARIABLES

In this research, using the hierarchical model, the three variables of accumulated
profit, debt ratio and financial leverage have been used to measure financing methods
as independent variables. — Debt: Debt is the obligation to transfer economic benefits
by the company, from transactions or other past events, which is obtained by dividing
total liabilities by total assets. — Retained earnings: in accounting, it refers to a
percentage of the profits of a joint-stock company, which has not been paid to the
shareholders in the form of dividends, and the company in question has kept it for
reinvestment in its main activities, or debt repayment. The accumulated profit is
recorded on the left side of the balance sheet and under the equity column and is
obtained by dividing the accumulated profit by the total assets. — Financial leverage: It
is obtained by dividing long-term liabilities by total equity. Also, to measure the
performance of the company as a dependent variable, the three variables of return on
equity, return on assets, and Qotubin ratio, as well as the variable of company size, have
been used as a control variable. — Return on equity: the rate of return on equity of
company i at the end of year t, which is obtained by dividing net profit by equity.
—Return on assets: the return on assets of company i at the end of year t, which is
obtained by dividing net profit by total assets. — Kitobin ratio: the market value of the
company divided by the value of company i's assets at the end of year t. — Company
size: total assets during the financial performance in the desired period, which is
obtained from the natural logarithm of the book value of the total assets.

RESEARCH MEDEL

Based on the research variables, three regression models were explained:
1- The first model: ROE;; = a + B,AE;; + B,Debt;, + BsLevi;, + L,Size;s + e;;
2- The second model: ROA;; = a + B1AE; + [,Debt;; + BzLevi;, + f,Size;, + e,
3- The third model: QTobin;; = a + B, AE;; + [,Debt;; + BzLevi;, + [,Size;, + e;,

DATA ANALYSIS AND HYPOTHESIS TESTING

In order to evaluate the reliability of the research variables, the unit root test was
used. There are several unit root tests, the most important of which is the test of Levin,
Lin and Cho (2002), which assumes that the parameters are consistent and constant



throughout the cross-section. According to what is shown in Table 1, the P value for all
variables is less than 0.05, as a result, these research variables have been stable at the
desired level during the research period.

Table 1. Levin, Lin and Chu's test

p-value statistics symbol Variable

0.000 18.9203 ROE Return on equity
0.000 15.7426 ROA return on assets
0.000 44.2342 QTobin Q-Tobin ratio
0.000 12.3923 AE Retained earnings ratio
0.000 11.2578 Debt debt ratio

0.000 20.6502 Lev Financial leverage
0.000 28/9473 Size Company size

Source: research calculations

THE RESULTS OF THE HYPOTHESIS TEST
The results of the first research hypothesis test

Table 2. The results of the first hypothesis test

ROE it= a +B1 AE it + B2 Debtit + 3 Levit + B4 SiZeit +eit
Prob. t-Statistic factor Variable
0/923 -0/096 -1/2005 C
0.000 10/546 93/102 AE
0.000 5/431 0/3800 DEBT
0/043 -2/03 -/238 LEV
0/433 -0/784 -1/511 SIZE

0/31 R-squared
0/30 Adjusted R-squared
28/88 F-statistic
1/67 Durbin-Watson stat
0.000 Prob(F-statistic)

* Significance at the 5% level
Source: research calculations

The results of the second research hypothesis test
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Table 3. The results of the second hypothesis test

ROAit= a + Bl AE it + 2 Debtit + B3 Levit +f4 SiZeit + eit
Prob.« t-Statistic factor Variable
0/609 -0/511 -7/378 C
0.000 18/550 74/336 AE
0/569 0/569 0/018 DEBT
0.000 -3/597 -0/164 LEV
0/680 0/4125 0/930 SIZE

0/89 R-squared
0/85 Adjusted R-squared
27/36 F-statistic
1/92 Durbin-Watson stat
0.000 Prob(F-statistic)

* Significance at the 5% level
Source: research calculations

The results of the third hypothesis test of the research

Table 4. The results of the third hypothesis test

QTobinit= a + Bl AE it + B2 Debtit + B3 Levit +p4 SiZeit + eit
Prob. s t-Statistic factor Variable
0/201 1/282 1/722 c
0/846 -0/170 -0/063 AE
0/439 0/774 0/002 DEBT
0/486 -0/697 -0/002 LEV
0/788 -0/268 -0/056 SIZE

0/803 R-squared
0/746 Adjusted R-squared
13/926 F-statistic
1/92 Durbin-Watson stat
0.000 Prob(F-statistic)

* Significance at the 5% level
Source: research calculations



DISISCUSSTION, CONCLUSIONS AND SUGGESTATIONS

The purpose of this research is to explain the role of financing sources on the
performance of acquired companies in the Tehran Stock Exchange during the years
2018-2019 based on the hierarchy theory. The results of the research hypotheses test
show the different roles of financing sources (Sudanbashte, debt ratio, financial
leverage) on the performance of these companies (return on equity, return on assets,
Qotubin ratio) considering the hierarchy theory.

*One of the sources of funding for companies is the accumulated profit. According
to the predictions of the hierarchy theory, companies first use the company's internal
resources for financing, and if they are not sufficient, they turn to external sources. The
results of this research show that the accumulated profit has a positive and significant
relationship with the return on equity and the return on the company's assets, which
means that the more the company uses retained earnings (accumulated profit on total
assets) for financing, it leads to Increasing the return on equity and return on assets and
improving the company's performance. This result is in line with the results of Ayub
Zare Shibani's research (2017) who observed a significant relationship between
financing through accumulated profit and return on assets. While it is contrary to the
results of Shirvani Harandi's research (2013), he did not observe a significant
relationship between financing through retained earnings and return on assets. Also,
this finding is in line with the predictions of the hierarchy theory and the research results
of Namazi and Hashmati (2016), Mostafa Al-Bakpashi and Khairy Elgiziri (2018),
which confirm the theory of financing hierarchy.

*The debt ratio, which in this research is obtained from the ratio of total liabilities
to total assets and is known as the leverage ratio in many scientific researches, has a
positive and significant relationship with the return on equity in all sample companies.
This means that the more the company uses the debt ratio (borrowing) for financing, it
leads to an increase in the return on equity and an improvement in the company's
performance. From this result, it is inferred that companies should set a certain limit for
financing from external debt sources. This result is consistent with the research results
of Namazi and Shirzadeh (1381), Bagherzadeh (1382), Bigler (1385), Pikani (1386)
and Ayub Zare Shibani (1397), who stated the relationship between capital structure
(debt ratio) and return on equity. There is a significant and multiple correlation. It is
also consistent with the results of Salim et al.'s (2012) research, which showed that with
the increase in debts, the capital structure changed, the financing cost increased, and
this process caused a decrease in the rate of return on assets, the rate of return on capital,
earnings per share, and the company's performance and profitability.

*In examining all sample companies, financial leverage has a negative and
significant relationship with return on equity and return on assets. By increasing the
financial leverage, which is achieved in this research by the ratio of total debt to total
equity, the return on equity and the return on company assets decrease. This means that
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the more the company uses financial leverage (debt-to-equity) for financing, it leads to
a decrease in the return on equity and the return on assets and the company's
performance. This result is contrary to the research results of Ramlia and Lataneb
(2019), who stated that in the Malaysian sample, there is a significant positive
correlation between the company's leverage and the company's financial performance.

« Another result obtained from this research is that no significant relationship was
observed between Sudanbashte, debt ratio and financial leverage with the value of the
company. This result is in line with the research results of Mojtahedzadeh, Alavi and
Khodabakhshi (1388) and contrary to the research results of Farid Sifouri and Hamid
Jalilian (1396). This indicates the confirmation of the relationship between financing
methods and the value of companies listed on the Tehran Stock Exchange.

« According to the static parallel theory, companies seek to achieve an optimal
capital structure (debt ratio) that maximizes the value of the company, while according
to the hierarchy theory, there is no optimal debt ratio and companies regardless of the
optimal capital structure, only based on the predetermined hierarchy, they will finance.
In this theory, companies can finance from internal or external funds. In addition,
financing from internal funds is always a priority, and funds from outside the company
are used only if internal funds are not sufficient. In this case, they prefer issuing debt to
issuing shares. Therefore, the company's financing hierarchy can be expressed as the
first choice of managers is the use of internal funds (accumulated profit), then the
issuance of low-risk debt securities, and finally, the issuance of equity securities is the
last priority. According to what was said, the results of the first and second hypothesis
of the research confirm that the company first uses internal financial resources
(Sudanbashte) to provide financial resources, and even excludes external resources. In
addition, it uses more borrowing (debt ratio and financial leverage) when external
financial resources are needed. This result is in agreement with the research results of
Donalson, Mears and Bradley (1961), Myers and Majlov (1984), Myers (1985), Sandro
Mears (1998), Athis, Goej and Kapert (2010) and Kurdestani and Najafi Imran (2017).
Profitable companies prefer internal sources of financing to external sources, and also,
it is aligned with the results of the research of Mario Fischer (2017). He uses a two-
stage model based on the hierarchical theory and claims that the acquiring companies
initially use internal sources for financing and only use external financing in the second
stage if needed. On the other hand, it is contrary to the results of Bagherzadeh (1381),
Abedi (1384), Eslami Bidgoli and Mazaheri (1388), Flannery and Ranjan (2006),
Eldumiati and Ismail (2009), Rab and Robinson (2009) that the prediction of the theory
Hierarchies do not approve financing options.

Acquisition and merger activity is a common and important activity in every
industry and economy, and most of its decisions are taken by senior managers due to
the burden of decisions and its important results, and it is considered part of company
level strategies. While understanding the great importance of the subject, the present



research has explained and tested the role of merger and acquisition financing sources
on the performance of companies based on the hierarchy theory. According to the
results of this research, it can be said that obtaining a specific model to explain the
financing policies of companies is a difficult matter that requires extensive research,
but in any case, it does not seem that a specific theory alone can answer the complex
mystery of capital structure. Users of financial information, including investors, are
advised to pay attention to the results of performance evaluation as a tool for predicting
future plans and improving the strengths and eliminating the weaknesses of the
economic unit before making any decisions regarding the selection of financing
methods. to do During each research, wider and newer aspects of the subject are
revealed, which can be a starting point for further studies. Therefore, according to the
results of the research and its limitations, the following suggestions are suggested for
further research: 1- Re-examining the research subject by considering the type of
industry in order to create a better comparison. 2- Re-examining the research subject
using other financial theories. 3- Re-examining the research subject by considering
other control variables.
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