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Abstract

The purpose of this study is to investigate the effect of Shannon and Rennie
entropy on the price gap of accounting and non-accounting components of stocks.
Entropy is a measure of uncertainty and randomness of information in the
transmission of signals and can be an indicator for evaluating the efficiency of the
messaging system. The presence of ambiguous and incomplete information in
financial statements creates negative signals for investors, creditors, and financial
analysts. This ambiguous information is known as entropy. When companies do
not disclose some important information, the level of entropy increases and may
cause stock trading to stop. In such circumstances, investors refrain from buying
and selling stocks to achieve information transparency, and the decrease in trading
volume leads to stock price gap. Price gap is affected by uncertain financial
reports, lack of information disclosure, severe market fluctuations, and unexpected
economic events. This study, by examining data from 129 companies in the period
1393 to 1402 (1290 company - years), attempted to analyze the trend of changes
and the impact of entropy on the stock market. To test the hypotheses, the ordinary
least squares (OLS) multiple regression method was used. The results show that
Shannon and Rennie entropy have a positive and significant effect on the price gap
of the accounting and non-accounting components of stocks. Increasing the level of
entropy increases the probability of price gaps. These findings highlight the
importance of information transparency in the stock market and indicate that
investors and financial analysts need accurate and reliable information to reduce
trading risk. Choosing stocks with high entropy increases the risks associated with
non-disclosure but may provide advantages for long term investors who are
looking for less discovered opportunities. Investors can benefit from price
fluctuations by carefully analyzing financial information and using appropriate
strategies.
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