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Extended Abstract

Introduction

The use of confidential information for stock exchanges, in addition to violating
existing laws, leads to illegal and unfair returns by the owners of confidential
information (aflatooni and (Sohrabi, 2014). Meanwhile, several tests to develop
the price theory Investment of capital assets has been done by economists. Since
this model includes assumptions that some of them are not true in the real world,
the first course of these tests is to reduce or eliminate some of the There have been
assumptions. One can mention the tax effect by Brennan, the existence of assets
that cannot be bought and sold by Mears, inflation accounting and international
assets by Stahls. The second trajectory of pricing model tests. Capital assets are
about expanding this model to a semi-temporary model (Borys, 2008). Based on
this and considering the role of information disclosure styles, the purpose of this
research is to investigate the pricing model of the probability of using confidential
information based on information disclosure styles in the information competition
environment in Tehran stock exchange companies.

Literature Review

Regarding the use of confidential information, there are conflicting opinions.
Some people believe that the use of confidential information in stock exchanges
makes the owners of the said information benefit from the benefits of the
exchanges and discourages others from investing and ultimately increases the cost
of common stock capital (Easley & O'Hara, 2004; Lambert, et al, 2014; Manove,
2000) Also, according to Vayanos and Wang (Vayanos, & Wang, 2012), the use
of confidential information in stock exchanges reduces the liquidity of stocks and
thereby increases the cost of stock capital. give According to Brennan and
colleagues (Brennan, et al, 2013), the use of confidential information of a business
unit in its stock transactions has different effects on the cost of common stock
capital. However, Hughes, Liu and Liu (Hughes, et al, 2007) believe that the risk
of doing business with the owners of confidential information is a diversification
risk, and for that reason, the said risk does not have a special effect on the cost of
common stock capital. On the other hand, some researchers believe that stock
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transactions using confidential information reflect the company's secret
information in stock prices and increase price transparency. According to them,
this will reduce the capital cost of ordinary shares. The reason for conflicting
results reported by researchers is that in different countries, there are different
laws for reporting information and dealing with transactions based on confidential
information (Bhattacharya & Hazem, 2002; La Porta, et al, 2006). In this
connection, Platooni (aflatooni, 2015) states that with the increase in the
possibility of using confidential information of companies in stock transactions
and also the increase in the difference in the offered prices for buying and selling
shares of companies, the cost of their common stock capital increases. Kurdestani
and Mousayan Khalil-Abad (Kurdestani, and Mousayan Khalil-Abad, 2012)
showed that with the increase in the number of institutional owners as a measure
of information competition, the pricing of information asymmetry decreases.
Based on research evidence, the effect of institutional ownership concentration as
another measure of information competition on the pricing of information
asymmetry is not confirmed. Akins and colleagues (Akins, et al, 2012) showed
that information asymmetry decreases with the increase of information
competition between knowledgeable investors. Armstrong and colleagues
(Armstrong, et al, 2012) showed that when capital markets are perfectly
competitive, information asymmetry does not have a distinguishable effect on the
cost of capital. On the other hand, in the situation where the information
competition in the capital markets is not perfect, information asymmetry affects
the cost of capital. Also, Mousavian Khalilabad (Mousavian Khalilabad, 2012)
states that by increasing the number of institutional owners as a measure of
informational competition and considering future additional returns as expected
returns, asymmetry pricing decreases. Therefore, it is expected that there is a
negative and significant relationship between the two variables. Full disclosure of
information increases the value of shares and increases capital attraction, and
generally increases the growth of the company. The principle of disclosure calls
for the disclosure of relevant information in financial statements in such a way
that, on the one hand, it is possible to make an informed decision. to provide for
the users and on the other hand not to mislead them, the main purpose of disclosure
is to inform analysts and investors about the amount and timing of future cash
flows so that financial analysts and investors can better predict to have future
profits. Therefore, better transparency and disclosure for shareholders creates
better information (Desali, et al, 2004). This is despite the fact that the quality of
disclosure of companies affects stock returns (Khajovi and Mumtazian, 2014).
From the point of view of financial information users, when the transparency and
quality of the provided information is higher, the information risk of that company
is lower. Shareholders and creditors want more and more transparent information
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about the company. Full disclosure combined with financial reporting
transparency can create a secure environment that increases investor confidence.
Reliable and timely reports allow people to correctly evaluate the company's
future prospects. This reduces the investment risk and also increases the expected
rate of return. In an effort to meet the expectations and expectations of investors
regarding financial analysis, companies have found that earnings management is
a good solution. Failure to meet analysts' forecasts and investors' expectations is
disastrous for the company. In terms of access to funds and growth opportunities,
companies with higher disclosure have a stronger tendency to manage earnings in
order to meet analysts' financial forecasts. This leads to unreliable disclosures.
Companies that are transparent use short-term profit management techniques to
achieve analysts' consensus forecasts (Riahi, et al, 2014).

Research Methodology

In terms of methodology, the research is quasi-experimental and post-event. It is
practical in terms of nature and goals. The statistical population of the research
includes; All the companies accepted in the Tehran Stock Exchange for the period
of 1390 to 1400 (10 consecutive years). 146 companies were selected and studied
by systematic elimination sampling method. Entry criteria: company before 2016
has been accepted in the Tehran Stock Exchange; the end of the financial year of
the companies is March 29 every year; the number of trading days of the
companies in each financial year is not less than 70 days; the financial information
needed by the companies is available; It should not be among brokerage-
investment-insurance companies and banks, and should not have a trading
suspension of more than 3 months. In this research, the screening method is used.
Thus, all the companies that are members of the statistical community that have
the conditions and criteria above, were included in the statistical sample, and those
companies that do not meet the above criteria were excluded from the sample.

Results

The results of the hypotheses test with Eviuse and PLS software indicate the
existence of a negative and significant relationship between the dimensions of
information disclosure, including the disclosure of financial information;
disclosure of non-financial information; Disclosure of strategic information and
disclosure of risk information with the pricing of the possibility of using
confidential information. However, the negative and significant relationship that
was observed between the dimensions of information disclosure and the pricing
of the probability of using confidential information shows that the disclosure of
company information encourages managers to reduce the pricing of the
probability of using confidential information.
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Discussion and Conclusion

The purpose of this research was to investigate the role of information disclosure
on the pricing of the probability of using confidential information. The results
show that there is a significant relationship between the dimensions of information
disclosure on the pricing of the probability of using confidential information, as
well as the existence of a negative and significant relationship between the
dimensions of information disclosure and the pricing of the probability of using
confidential information.

Based on this, the results of the effect of disclosure of financial information on the
pricing of the probability of using confidential information showed that the
disclosure of financial information has a negative and significant effect on the
pricing of the probability of using confidential information among the companies
admitted to the Tehran Stock Exchange. and managers use discretionary accruals
to communicate information to reduce the intensity of information asymmetry and
agency problem in companies with higher growth. The results of the research
showed that investors consider a higher value for companies that pay attention to
the improvement of the financial information environment. This result indicates
that managers have been able to use discretionary accruals in order to reduce
ambiguous conditions in the financial information environment. In general, the
results of the research confirm that managers in the capital market of Iran use the
pricing of the probability of using confidential information. The results of this
research are in agreement with the results of other researches such as Bushee &
Noe (2022); Patel and Dallas (Patel and Dallas, 2020); Francis, Khurana and
Pereira (Francis, et al, 2019) and Glaeser (2018) agree. Also, Nazimi and
colleagues (Nazimi, et al, 2015) the existence of a relationship between the
disclosure of financial information and stock returns of companies, Mousavi Shiri
and colleagues (Mousavi Shiri, et al 2014) the existence of a significant
relationship between the quality of information disclosure and the volatility of
returns. Saham, Yahyazadeh Far et al. (Yahyazadeh Far, et al, 2010) Significant
and inverse relationship between information disclosure and the price gap offered
for buying and selling shares, Grewal, Hopman and Serafim (Grewal, et al, 2018)
Reducing price simultaneity Stocks increase disclosure of information, especially
voluntary disclosure of information, and Kang (2004) showed the existence of a

relationship between disclosure and stock returns.

In another part, the results regarding the effect of non-financial information
disclosure on the pricing of the probability of using confidential information
showed that the disclosure of non-financial information has a negative and
significant effect on the pricing of the probability of using confidential
information. According to the theories of disclosure of non-financial information,
it reduces the risk facing the company and pricing, and with the studies of La Porta
and colleagues (La Porta, et al, 2006) and Jan et al (2008); Is compatible.
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Also, the results of the impact of strategic information disclosure on the pricing
of the probability of using confidential information showed that the disclosure of
strategic information has a negative and significant effect on the pricing of the
probability of using confidential information. This result is in line with the
expectation because the disclosure of more strategic information keeps the hands
of the managers in the action of pricing the possibility of using confidential
information more closed and makes it more limited. The results are in accordance
with Riahi and Arab (Riahi, et al, 2014). However, the results of this research have
shown that increasing the disclosure of strategic information does not help in
reducing the pricing of the possibility of using confidential information, and this

can also be considered by stock market activists.

And finally, the results of the results showed the effect of risk information
disclosure on the pricing of the probability of using confidential information, that
the disclosure of risk information has a negative and significant effect on the
pricing of the probability of using confidential information, and it indicates that
the level of risk information disclosure Companies have an effect on the pricing
of the possibility of using confidential information. These findings are consistent
with the results of Vakilifard et al. Nazimi et al. (Nazimi, et al, 2015), is not
logical. The irrelevance of the disclosed information, the lack of attention of the
investors to the disclosed risky information and their intentionality in interpreting
the disclosed risky information can be one of the most important reasons for this
conclusion.
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