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Research Paper

Extended Abstract

Objective: This study aims to examine the role of leading institutional investors in shaping
investment decisions and capital structure in initial public offerings (IPOs) of startup
companies listed on the Tehran Stock Exchange. Given the importance of startups in economic
growth, financing, and employment, the study seeks to clarify how institutional monitoring and
information advantages can reduce information asymmetry, optimize financial decision-
making, and enhance long-term firm performance in Iran’s primary equity market.

Method: The research adopts an applied and descriptive—correlational design. Following the
framework of Sharma et al. (2024), two regression models were developed to test the impact
of leading institutional ownership on (1) corporate investment and (2) capital structure. The
statistical population included all IPO firms listed between 2017 and 2023 (1396-1402). Using
systematic elimination, 37 firms were selected, yielding 259 firm-year observations. Data were
extracted from audited financial statements, the Rahavard Novin database, and official
exchange disclosures. Multivariate regression analysis with panel data (fixed-effects model)
was conducted using EViews 8, with control variables such as firm age, size, profitability, sales
growth, asset tangibility, and macroeconomic growth incorporated.

Results: The findings reveal that greater ownership by leading institutional investors has a dual
effect: it significantly increases corporate investment (B = 0.169; p < 0.001), while
simultaneously decreasing financial leverage (B = -0.240; p < 0.001). This indicates that
institutional investors promote resource allocation toward productive projects while
discouraging excessive reliance on debt financing. Additional analyses confirmed the
robustness of these results after controlling for firm- and market-level factors. These outcomes
suggest that institutional involvement reduces financing constraints and enhances firm-level
efficiency.

Conclusion: The study concludes that leading institutional investors play a crucial governance
role in Iran’s PO market. Their active presence improves the quality of financial decision-
making, mitigates information asymmetry, and strengthens market confidence. Firms
supported by institutional investors not only secure financing more efficiently but also adopt
healthier capital structures with lower leverage. This dynamic underscores the importance of
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institutional participation for the sustainable growth of startups and the stability of capital
markets.

Value of the Article: This research provides one of the first empirical examinations of the
causal relationship between institutional investor ownership, investment, and capital structure
in [PO firms in Iran. It contributes to the literature by adapting international findings to an
emerging market context and updating theories of capital structure and institutional monitoring
within the specific environment of the Tehran Stock Exchange. For policymakers, the study
highlights the need to encourage institutional participation in IPO allocations as a mechanism
for reducing information asymmetry and strengthening investor protection. For practitioners,
it offers evidence that institutional backing enhances both short-term financing quality and
long-term firm value, serving as a strategic advantage in competitive capital markets.
Keywords: Leading institutional investors, investment, capital structure, companies with
initial public offerings.
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3. Research and development (R&D)
4. Mergers and acquisitions (M&A)
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1. Cuevas
2. Small and Midsize Enterprise (SME)
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