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Effect of Audit Quality on Profit Response Coefficient of
Companies Listed on the Tehran Stock Exchange

Saeed Mansouri Ronizi

M.Sc. in Accounting, Department of Accounting, Science and Research Hormozgan Branch, Islamic Azad University, Hormozgan, Iran

Abstract

In this study, the effect of audit quality on the profit response coefficient of companies listed on the Tehran
Stock Exchange has been investigated. In this study, the size of the audit firm, the auditor's expertise in the
industry and the auditor's tenure have been used as indicators for measuring audit quality. For this purpose, the
information of 100 companies among the companies listed on the Tehran Stock Exchange has been tested over a
period of five years, from 2010 to 2014. The method of the present study is descriptive-correlational and to test
the hypotheses, a multiple linear regression model with panel data and fixed effects has been used. The results of
research hypotheses indicate that the size of the audit firm and the auditor's expertise in the industry have a
positive and significant effect on the earnings response coefficient. Also, the auditor's tenure has a negative and
significant effect on the earnings response coefficient. Therefore, audit quality affects the profit response
coefficient.

Keywords: Audit Quality, Abnormal Returns, Unexpected Profit, Profit Response Coefficient
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