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Abstract:

This study examines the impact of economic uncertainty and economic sanctions on stock price
crash risk in the Tehran Stock Exchange during 2014 to 2020 using data from 119 selected
companies. The results show that there is a positive and significant relationship between
economic sanctions and stock price crash risk. In other words, in a situation where the country is
facing economic sanctions, consequently, the costs of companies, including production, wages,
and product costs, etc., increase, that in these circumstances, managers may keep the unfavorable
economic news caused by these factors hidden for some time, and this will lead to an increase in
the stock price crash. The results also showed that in case of economic uncertainty, stock price
crash risk increased and the criteria of economic uncertainty have a positive and significant
relationship with the stock price crash risk. In other words, in a situation where there is economic
uncertainty due to rising exchange, inflation rates and slowing economic growth, firm managers
prefer to maintain their jobs and professional reputation, hide the bad and negative news caused
by these conditions (such as rising raw materials, cost of goods, declining sales, profits, and
liquidity) from the view of shareholders and investors, which ultimately leads to an increase in
the stock price crash.
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