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Abstract

Purpose: Auditing plays a vital role in capital markets. According to signaling theory, the role of audit reports is to
provide information to the capital matket. On the other hand, the continuity of auditors' activities calls into question the
issue of their independence. The reappointment of auditors can send a negative signal to the market, and the matket's
inference of the auditor's continued presence may have a negative reaction. Accordingly, the present study seeks to
understand the market's response to the reappointment of auditors.

Methodology: For this purpose, data from 101 listed companies collected during the years 2008 to 2023 were tested
through regression models.

Findings: The results of our study show that the capital market shows an adverse reaction to the reappointment of
auditors due to abnormal returns, and in this regard, the reaction differs between large and small companies. On the
other hand, our results show that the capital market does not show a negative response to the reappointment of the
auditor with respect to the stock price, but the reaction to large and small companies differs. The results also showed
that the capital market shows a negative response to the reappointment of the auditor based on Tobin's Q, and the
reaction to large and small companies differs.

Originality/Value: The present study is original and innovative in several ways. First, in the Iranian auditing and
financial literature, there has been less attention to examining the capital market's reaction to the reappointment of the
auditor, and existing studies have focused more on the qualitative role of the audit or the change of auditor. Second, this
study has attempted to measure the market reaction from several angles by using various indicators, including abnormal
stock returns, stock prices, and Tobin's Q index, which provides a more comprehensive analysis.
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Table 1- Statistical index of dependent and independent variables.
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Series: Standardized Residuals
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Figure 1- Normality of the error component of model 1.
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Figure 2- Normality of the error component of model 2.
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Figure 3- Normality of the error component of model 3.
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Table 2- Results of the stationarity test of model variables.
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Table 3- Godfrey's autocorrelation test (LM test).
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Table 4- Heterogeneity of variance test.
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Table 5- Colinearity test of model variables.
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Table 6- Model identification test (fixed effects test).
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Table 7- Hausman test.
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Table 8- Model test result.

Variable o tojlol (5 loline baw

C -0.99 -21.66 0.000

ARS -0.001 -2.63 0.0085

ASIZE 0.05 1.26 0.2070

TYPE 0.01 0.30 0.7585

RISK -0.05 -2.92 0.0018

GROW -0.001 -2.71 0.0053

LEV 0.03 0.48 0.6273
R-squared 0.84 F 6.84
Adjusted R-squared 0.79 Durbin-Watson 2.05
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Table 9- Model test result.

Variable o toylol (g lobine plamw

C -1.04 -9.36 0.000

ARS -0.09 -0.95 0.3419

ASIZE -0.002 -0.03 0.9719

TYPE 0.08 1.14 0.2516

RISK 0.23 0.69 0.4865

GROW -0.002 -1.55 0.1203

LEV 0.01 0.1 0.9198
R-squared 0.72 F1.76
Adjusted R-squared 0.65 Durbin-Watson 2.01
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Table 10- Model test result.

Variable oy to)lol (g lobine plaw

(o -0.99 -10.24 0.000

ARS -0.15 -4.30 0.000

ASIZE 0.002 0.02 0.9805

TYPE -0.12 -1.60 0.107

RISK -0.23 -1.55 0.121

GROW -0.0004 -14.99 0.000

LEV 0.19 1.50 0.133
R-squared 0.77 F 255
Adjusted R-squared 0.70 Durbin-Watson 2.04

sl #f00e QL.nﬂLm:->J~>.u;')Lp:\}\;)\)'Lgui;fbﬂiiapgjbl;uchﬂu&g-ﬁéudﬁ);4\' d}k;ﬂd;k@b}q?}:b
sdoes Claasl 4 5L STy S5 S s 53 5 ol balins Glu ple= sdos Olial 4 5L (2iSTy copl by sl +/00 31 S oS
.))‘)ijﬂ)};d‘))&?ﬁ;)\SJ.."LSLA&;SJSN}\ awd 93 Hle bLS, CJJQJLSASJIJQLZSL‘:J.U}'@US s lalins Hlos pl

WS 8 Al 2 5e S sS S8 55 e LIS (6013 Lol i el 0Ll STy sds Ll il 55 S5 SlaS 5 alley

OMCJA\\JJJ?).)LAL’.«)){@LU w\cJ&oW(Y)dMuﬂL«t\jﬁ‘W\udﬁr@wwLMM‘}NVW})J

sl



(\f'f) Y GJLQ.:I“‘ )92

181 VEY -1 Vi dond 9 Flo S 0 10 5O !y OlIllae

PRICE = a + aARS + aASIZE + aATYPE + aARISK + aGROW + ol EV.
U’:}J).‘ J}\ JJ.A J)}Tﬂ st.’ ‘u:’.‘J’L"’ fJ&ij;o JMJJ@WUUAQ)\)A}?} (’J&J.:C,J\JJ‘\S VY dj.l?)\ o.,\.ATngu_Mg Gbﬂ\;b—jb
.J}:«u;oo:w.anLS
sl o 2 oy ot L dals yge 3l de ) 5l eslizul b oS (glanis b

.))l) (&;«33) Qbﬂ)bb )bgfibo ui;Sb QLAJ.:L.V;- Sd>eo uLa;’.:\ -y 4-:«0)3

Joe o)l Az -V ) Jau
Table 11- Model test result.

Variable g0 toylol (g lobine plamw
c 3.52 128.30 0.000
ARS -0.01 -0.75 0.4808
ASIZE -0.04 -2.29 0.0217
TYPE  0.006 0.25 0.8003
RISK 0.05 1.37 0.1702
GROW  -0.005 -0.51 0.6057
LEV 0.08 2.10 0.0351
R-squared 0.52 F 14.49

Adjusted R-squared 0.48 Durbin-Watson 1.68
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Table 12- Model test result.

Variable g pio toylol (s lobixe gdaw
Cc 3.605209 83.40843 0.0000
ARS 0.082275 2.202555 0.0279
ASIZE  -0.090672 -2.774680 0.0057
TYPE 0.015120 0.527990 0.5977
RISK 0.134375 1.004525 0.3155
GROW  -0.000443 -0.299118 0.7649
LEV ~ -0.047075 -0.743514 0.4574
R-squared 0.63 F9.70

Adjusted R-squared 0.58 Durbin-Watson 1.75
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Table 13- Model test result.

Variable o pio toylof (g lolire baw
C 3.472080 82.90589 0.0000
ARS 0.011609 0.301902 0.7628
ASIZE 0.011874 0.418851 0.6755
TYPE -0.018096 -0.622852 0.5336
RISK -0.041819 -0.908860 0.3637
GROW 3.24E-06 0.468292 0.6397
LEV 0.148678 2.389599 0.0171
R-squared 0.69 F 8.24
Adjusted R-squared 0.65 Durbin-Watson 1.63
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Table 14- Model test result.

Variable o o toslol (5 lobizo gdaw

C 0.24 28.1 0.000

ARS -0.012 -2.22 0.02

ASIZE 0.01 2.76 0.005

TYPE 0.004 0.58 0.55

RISK -0.02 -2.28 0.02

GROW -0.001 -1.65 0.09

LEV -0.003 -0.25 0.79
R-squared 0.74 F 38.84
Adjusted R-squared 0.72 Durbin-Watson 2.35
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Table 15- Model test result.

Variable g yio toybl  (ylobine pmbaw
C 0.255183 21.11846 0.0000
ARS -0.002866 -2.298570 0.0263
ASIZE -0.013301 -1.478989 0.1396
TYPE -0.008549 -1.166434 0.2438
RISK 0.065963 2.087173 0.0425
GROW 0.000181 0.477326 0.6333
LEV -0.020731 -1.170116 0.2423
R-squared 0.71 F 31.57
Adjusted R-squared 0.68 Durbin-Watson 1.50
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Table 16- Model test result.

Variable o toylol (g loline baw
C 0.225336 20.80168 0.0000
ARS  -0.007098 -0.674364 0.5003
ASIZE 0.024274 3.306792 0.0010
TYPE -0.004164 -0.547415 0.5843
RISK 0.021671 1.436494 0.1513
GROW 2.37E-07 0.292598 0.7699
LEV -0.025788 -1.571467 0.1165
R-squared 0.67 F 25.42
Adjusted R-squared 0.64 Durbin-Watson 1.77
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Table 17- Research results.

Al el i ((s0le g 083L) Lo plus sazme Clatl 4 e 5L j1iSTy

Al ol Oglate S8 g S5 slbeS )l o saze Clanl 4 (plgw Cwud) 5L STy

) el st (Pl Cad) o plis Sazme Olal 4y coes 5L 1aSTy
Aol Ll Sglite S>e8 5 Syp sl Shd H0 suze wlanl 4 (plew Cwud) Ll5L 1Sy
Sl el e (53528 ) ol S0zee lasil 4 cos 5L STy
Sl el Sglite Szs 5 5 S 5 sz wlanl 4 (w05 ik 2Ty

23 e sl e STy cpl cdus S alyl O i 348 jsbles (3505 sl CLP@L%;»;L_WJ\ Vo b 5o L sty
D)1 sl S sS 5 Sy SES, sl 55 STy Y v B

.éj\bbjw&%-js‘jgj)}g L;qujiﬁbep%\} ¥ WJ’)"JY"VM .(..p}‘,.:uu:,.ﬂ\ rwwxﬁﬁj\r‘\yéﬁ).’)bb&s‘j

o (Sl Lo dms o OLES 545 ) e iST5 S ¢l Sdes Oliatl 4 S asbe ju JHL (O avip B 5> 3l QLS b sy il
@})JWQ\W&SDJ‘ ‘Jg'bjf@'b‘oubr.)).ﬁéj".bdw ﬁbjwaéw‘ Wﬁéobjbxﬂ)‘ow})b)\)b&sb
.>)I>Qj\.&3&gﬁ;@ﬁgud)&ﬂ\ﬂﬁﬁb F

u...b”.’ )'| Jool> ‘5LQQLM -£-9

DL eslaalsyge 45@*”‘%“&)3):5}{%“0&5‘6-’\9;:5”39 sl 03 503 (6 580 g0 JIL STy (Sl 5w 3l Lo o Slaaws B

Lf"'ﬁl‘““? fj‘"\;ﬁ ‘V.:.S‘SA ‘L_vﬂj:)bbjlab 6[.&)1.@.:4; 4))&.3[}1 4))1) blja.h‘b.gsibo flﬁ,‘-{’_)‘)b LS‘J" u,»ﬁLw? Sd>ee ULA:.:\ ASAlAQLCLLA@Ua A
Lo o agul s po 0L i 2S5 15 et Jolse ol 53 aole s JBL cdled a5 oow o (5L3l3) 3 (IS Cad Cotlo 5 55 5 Solngo
el ls gme Dl e diaslis S sS 5 S5 SLES,8 6l b ol (pizea ool 2S5 5 0los sl sl 03 503 puSnie
S Cy)ﬂ U‘.’.l Lo SIS ‘J‘.’.J 4.1.'.&.))\)3)]&.3@;3}) JLf.))l TS bQLA}:LM&- JJ.>=.A uLﬁbl C}.ﬁ}a Ubl.\fﬁiu}w cm5¢ )MW Y
3B asl adls b(ajﬁ 35 Olawse b o plo glasls )l 3 dde 5 Ol 5 58, ogas 53 g(..:;Sda 4o 35 o) Ohllio amel> 4y LY

255 6 S5l LBl s b psamen 1SL sl
L?“'b5)" ‘SLQCJ.‘?qu\m -£-Y
1l 3509 S Gl w55 ) g gdes Lol SR 3

R alge S b Gloauls godas g 31 4S50 355 50 Ol b sdome Sl ey 55 (Sl gla g

.)\)C))}w&>b%bb@umw"j)wb\ ‘&ﬁ)‘}cﬁ}\«ﬁb}jﬂr)j#}‘fujl Y



1.

(\f'f) Y GJLQ.:I(“ )92

VEA-1 8 )i dowd § Tlo Cu P 30 (59 gy SlaSliao

(1]

(2]
(3]
(4]
(5]
(6]
[7]

(8]
9]

[10]
[11]
[12]
[13]
[14]
[15]
[16]
[17]
(18]

[19]

[20]

[21]

[22]

[23]
[24]
[25]

[26]

&Llw

Dunn, J., Puxty, A., & Sikka, P. (1994). Auditor resignations from public limited companies: Some preliminary. findings.
Working paper.

Beattie, V., & Fearnley, S. (1995). The importance of audit firm characteristics and the drivers of auditor change in UK
listed companies. Accounting and business research, 25(100), 227-239. https://doi.org/10.1080/00014788.1995.9729912

Jaffe, J., Keim, D. B., & Westerfield, R. (1989). Earnings yields, market values, and stock returns. The journal of finance,
44(1), 135-148. https://doi.org/10.1111/j.1540-6261.1989.th02408.x

Herbohn, K., Ragunathan, V., & Garsden, R. (2007). The horse has bolted: Revisiting the market reaction to going concern
modifications of audit reports. Accounting & finance, 47(3), 473-493. https://doi.org/10.1111/j.1467-629X.2007.00216.x

Jegadeesh, N., & Livnat, J. (2006). Post-earnings-announcement drift: The role of revenue surprises. Financial analysts
journal, 62(2), 22—-34. https://doi.org/10.2469/faj.v62.n2.4081

Sloan, R. G. (1996). Do stock prices fully reflect information in accruals and cash flows about future earnings? Accounting
review, 71(3), 289-315. https://www.jstor.org/stable/248290

Hsu, J., Young, W., & Chu, C. H. (2011). Price behavior of qualified companies around the audit report and report
announcement days: The case of Taiwan. Journal of international financial management & accounting, 22(2), 114-130.
https://doi.org/10.1111/j.1467-646X.2011.01047.x

Knapp, M. C., & Elikai, F. (1988). Auditor changes: A note on the policy implications of recent analytical and empirical
research. Journal of accounting, auditing & finance, 3(1), 78-86. https://doi.org/10.1177/0148558X8800300108

Pong, C. M., & Whittington, G. (2007). The determinants of audit fees: Some empirical models. In Profitability, accounting
theory and methodology (pp. 167-191). Routledge. https://www.taylorfrancis.com/chapters/edit/10.4324/9780203968147-
14/determinants-audit-fees-empirical-models-pong-whittington

Johnson, W. B., & Lys, T. (1990). The market for audit services. Evidence from voluntary auditor changes. Journal of
accounting and economics, 12(1-3), 281-308. https://doi.org/10.1016/0165-4101(90)90051-5

Woo, E. S., & Koh, H. C. (2001). Factors associated with auditor changes: A Singapore study. Accounting and business
research, 31(2), 133-144. https://doi.org/10.1080/00014788.2001.9729607

Francis, J. R., & Wilson, E. R. (1988). Auditor changes: A joint test of theory relating to agency costs and auditor
differentiation. Accounting review, 63(4), 663-680. https://www.jstor.org/stable/247906

Mahdavi, Gh., & Ebrahimi, S. (2010). Change of auditor: Red or green light. Auditor’s journal, (49), 113-121. (In Persian).
https://www.sid.ir/paper/492903/fa

Chen, C.J. P, Su, X., & Wu, X. (2010). Auditor changes following a Big 4 merger with a local Chinese firm: A case study.
Auditing: a journal of practice & theory, 29(1), 41-72. https://doi.org/10.2308/aud.2010.29.1.41

Davidson, W. N., Jiraporn, P., & DaDalt, P. J. (2011). Causes and consequences of audit shopping: An analysis of auditor
opinions, earnings management, and auditor changes. SSRN electronic journal, 69-87. https://doi.org/10.2139/ssrn.592542

Department of the Treasury. (2008). Final report of the advisory committee on the auditing profession.
https://home.treasury.gov/news/press-releases/hp1158

Karami, Gh., & Bazrafshan, A. (2009). Investigating the relationship between auditor tenure and conservative earnings
reporting in Tehran Stock Exchange. Stock exchange, 2(7), 55-80. (In Persian). https://b2n.ir/pj3265

Chow, C. W., & Rice, S. J. (1982). Qualified audit opinions and auditor switching. Accounting review, 57(2), 326-335.
https://www.jstor.org/stable/247018

Rakow, K. C., Reichelt, K. J., & Tiras, S. L. (2010). Audit switching risk and lending decisions. Commercial lending review,
25(5), 35-38. http://0-search.ebscohost.com.wam.city.ac.uk/login.aspx?direct=true&db=bth&AN=53846027 &site=ehost-
live

Lennox, C. (2000). Do companies successfully engage in opinion-shopping? Evidence from the UK. Journal of accounting
and economics, 29(3), 321-337. https://doi.org/10.1016/S0165-4101(00)00025-2

Hudaib, M., & Cooke, T. E. (2005). The impact of managing director changes and financial distress on audit qualification
and auditor switching. Journal of business finance and accounting, 32(9-10), 1703-1739. https://doi.org/10.1111/j.0306-
686X.2005.00645.x

Smith, D. B. (1986). Auditor" subject to" opinions, disclaimers, and auditor changes. Auditing: a journal of practice &
theory, 6(1).
https://openurl.ebsco.com/EPDB%3Agcd%3A15%3A19569487/detailv2?sid=ebsco%3Aplink%3Ascholar&id=ebsco%3A
9cd%3A4684950&crl=c&link_origin=scholar.google.com

Krishnan, J., & Stephens, R. G. (1995). Evidence on opinion shopping from audit opinion conservatism. Journal of
accounting and public policy, 14(3), 179-201. https://doi.org/10.1016/0278-4254(95)00020-F

Nagy, A. L. (2005). Mandatory audit firm turnover, financial reporting quality, and client bargaining power: The case of
arthur andersen. Accounting horizons, 19(2), 51-68. https://doi.org/10.2308/acch.2005.19.2.51

Chen, P., & Zhang, G. (2007). How do accounting variables explain stock price movements? Theory and evidence. Journal
of accounting and economics, 43(2—3), 219-244. https://doi.org/10.1016/j.jacceco.2007.01.001

Krishnan, J., Raghunandan, K., & Yang, J. S. (2007). Were former Andersen clients treated more leniently than other clients?
Evidence  from  going-concern  modified audit opinions.  Accounting  horizons, 21(4), 423-435.
https://doi.org/10.2308/acch.2007.21.4.423




[27]

(28]

[29]

[30]

[31]
(32]
(33]

[34]

vl Susne el il 48 4156 STy /5T 5 o

Lin, Z. J., & Liu, M. (2010). The determinants of auditor switching from the perspective of corporate governance in China.
Advances in accounting, 26(1), 117-127. https://doi.org/10.1016/j.adiac.2010.03.001

Khajavi, S., & Zare, G. H. (2012). The study of corporate governance mechanisms and auditor election of listed companies
of Tehran Stock Exchange. Accounting and auditing research, 4(14), 38-51. (In Persian).
https://doi.org/10.22034/iaar.2012.104684

Mahdavi, Gh., & Mohammadi, S. (2011). Investigating the impact of changing the independent auditor on the stock prices
of companies listed on the Tehran Stock Exchange. Financial accounting quarterly, 3(12), 23-49. (In Persian).
https://civilica.com/doc/1416947/

Davidson, W. N., & Gribbin, D. (1998). The board of directors’ and prior audit opinions influence on the stock market
reactions to announced auditor changes: An agency perspective.
https://papers.ssrn.com/sol3/papers.cfm?abstract_id=55448

Fried, D., & Schiff, A. (1981). CPA switches and associated market reactions. Accounting review, 56(2), 326-341.
http://search.ebscohost.com/login.aspx?direct=true&db=bth&AN=4482644&lang=pt-br&site=eds-live

Smith, D. B., & Nichols, D. R. (1982). A market test of investor reaction to disagreements. Journal of accounting and
economics, 4(2), 109-120. https://doi.org/10.1016/0165-4101(82)90016-7

Azar, A., & Momeni, M. (2015). Statistics and its application in management (statistical analysis). Samt Publications. (In
Persian). https://samt.ac.ir/en/book/5267/statistics-and-its-application-in-management-vol.i-

Gujarati, D. (2006). Fundamentals of econometrics. Publications of the Institute of Printing and Publishing of the University
of Tehran. (In Persian). https://B2n.ir/xx8396

1\



