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The Effect of Management Interpretative Report Regulations on the
Relationship Between Risk Sentiment of Annual Reports and Stock
Liquidity Risk Using the System of Simultaneous Equations.

Abstract

Feeling of risk affects the estimation of risk by investors and their decision making.
However, in financial decision-making, increasing attention is paid to the role of
contextual information, which may provide more insight into managerial opinions
and intentions, and has recently been used to more effectively predict a company's
financial performance. Therefore, the present research has investigated the two-way
relationship between the risk sentiment of annual reports and the risk of stock
liquidity in companies listed on the Tehran Stock Exchange during the period of
2009 to 2022. In this research, using the systematic elimination method, the number
of 131 companies was selected as a sample and the risk sentiment of the annual
reports was calculated using the content analysis method. Then the system of
simultaneous equations was estimated using the two-step regression method. The
estimation results indicate the absence of a two-way relationship between the risk
sentiment of annual reports and the risk of stock liquidity, Amiost's liquidity ratio
and Amihod's illiquidity ratio (price effect) in companies listed on the Tehran Stock
Exchange. Also, the relationship between the risk sentiment of annual reports and
the liquidity risk of shares, the liquidity ratio of Amiost and the ratio of illiquidity of
Amiod (price effect) has become significant in relation to the influence of the
management's interpretive report.

Keywords: Risk Sentiment, Stock Liquidity Risk, Management Interpretive Report,
Annual Reports.




