Investigating the Effect of Withholding Strategy of Bad
News on Shareholders Satisfaction

Seyed Reza Seyed Nezhad Fahim
Ph.D. Candidate, Department of Accounting, Faculty of Accounting and Management, Rasht
Branch, Islamic Azad University, Rasht, Iran. E-mail: s.rezafahim@liau.ac.ir

Mahdi Meshki Miavaghi
* Corresponding author, Associate Prof., Department of Accounting, Payame Noor University,
Rasht, Iran. E-mail: m_meshki @pnu.ac.ir

Ebrahim Chirani
Assistant Prof., Department of Business Management, Rasht branch, Islamic Azad University,
Rasht, Iran. E-mail: chirani @iaurasht.ac.ir

Gholamr eza M ahfoozi
Assistant Prof., Department of Management, Faculty of Literature and Human Sciences,
University of Guilan, Rasht, Iran. E-mail: ghmahfoozi @guilan.ac.ir

Abstract

Objective: According to the prospectus of Iran's Capital Market, this market can be turned
into an Islamic finance center in the Middle East. This requires to protect investors right
through organizing, maintaining and developing a transparent, fair and efficient market for a
variety of different types of securities. Transparency and reduction of asymmetry reduce risk
in the capital market and increase investor attraction to this market. For this purpose, present
research investigates the information asymmetry generated by companies bad news
withholding and itsrole in shareholders’ satisfaction.

Methods:. In this research, abnormal stock return rate before and after the general meeting
date has been used to examine the Information Asymmetry. Trading value and open trading
days have also been used as indicators to measure the shareholders’ satisfaction. To achieve
the research goal, 123 companies listed in the Tehran Stock Exchange during the period from
2011 to 2016 were selected and a panel data approach was used to test the research of
hypotheses.

Results: Findings do not show a significant relationship between withholding strategy of bad
news and the trading value, but there is a significant negative relationship between the
withholding strategy of bad news and the open trading days.

Conclusion: Therefore, it is predicted that due to the use of this strategy by the companies,
stockholders satisfaction level decreased and in the long run, it causes serious damage to the
interests of all involved groups.

Keywords: Strategic withholding of bad news, Information asymmetry, Shareholders satisfaction,
Trading vaue, Open trading days.
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