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Abstract

The current research aims to investigate the effect of the causes and consequences of
determining the risk perception of annual reports with the approach of structural equations.
The research sample includes 130 companies admitted to the Tehran Stock Exchange in
the period from 2008 to 2020. Using the structural equation modeling method, the depth of
influence of each of the causes on the feeling of risk and its consequences have been
extracted. The consequences of risk perception are the cost of capital and information
asymmetry and the causes of risk perception are macroeconomic characteristics, financial
performance, ownership structure, board characteristics, structural characteristics, and
auditing. In short, based on the obtained results, risk perception has a positive and
significant effect on the cost of capital and a positive and significant effect on information
asymmetry. In addition, the results of the model test showed that the variables of
ownership structure, macroeconomic characteristics, and characteristics of the board of
directors have a positive and significant effect on risk perception. Also, the variable of
company structural characteristics and ownership structure do not have a significant effect
on information asymmetry; And the variables of the company's structural characteristics,
the characteristics of the board of directors, and the ownership structure have a positive
and significant effect on financial performance.

Keywords: Risk Sentiment, Annual Reports, Causes and Consequences of Risk Sentiment.

Introduction operational and financial results. In

The annual report issued by a addition to the quantitative financial data
company is an important source of contained in these reports, one of the most
information for its stakeholders, such as important sections on the form is the
investors, to obtain an accurate picture of disclosure of risk factors about the
the company's business, risks, and company, as stakeholders are particularly

sensitive to risks. This risk disclosure is
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considered so important that since 2005 the
US Securities and Exchange Commission
has required all companies to include a
separate section on their forms to discuss
the most significant factors that expose the
company to risk. This section is now one of
the most controversial sections of company
annual reports (Campbell et al., 2014). The
sense of risk is one of the most important
pieces of information disclosed in the
capital market and is useful for investors in
making decisions and estimating risk and
return; So, there is a demand for that
disclosure. In fact, the importance of risk
perception is due to the impact that
different risks have on investors' decisions
(Ntim et al., 2014). Based on this, the aim
of the current research is to answer the
question, what are the factors and
consequences that determine the sense of
risk in annual reports?

Methods & Material:

The research method in this study is
practical in terms of purpose and "causal
and post-event” in terms of design. The
relationships between the variables are
formulated in the form of a causal model
like the model of structural equations in a

In this way, first, the validity of the
measures of the latent variable and the
optimal fit of the measurement model have
been ensured, and then the structural model
has been investigated. The current research
is for the period 1387-1399 in terms of time
and in terms of location, the companies
admitted to the Tehran Stock Exchange.
The statistical sample of the research was
selected using the systematic elimination
sampling method and the companies that
did not have the desired characteristics
were excluded from the statistical sample.
Finally, by applying restrictions, 130
companies were selected as the research
sample. After classifying the information of
the sample companies in Excel software,
Max Kyuda software was used to count the
frequency of risk feeling words in each
report, and then PLS software was used for
statistical analysis.

Finding:

Once the measurement model of the
research variables was confirmed using
confirmatory factor analysis, path analysis
was utilized to test the research hypotheses.
The summary of the results of evaluating
the structural model in this study is
illustrated in the following table: Table 1:
A summary of the evaluation results of the

coherent framework. A two-step path has structural  model of the research
been taken to test the research hypotheses.
] Path T Statistics P Hypothesis
A coefficient | (JO/STDEV]) | Values test>ilr?g results
ii kk eeiii m————>>——pen-mmnmtt yy 0/567 7/137 0/000 Not rejected
ii kk eeiii meee € eee eeeeee ttttt tt 0.299 3.566 0/000 Not rejected
iiiii i ii iidiiii ittt 0/106 1/360 0.174 rejected
eead-performance -0/059 0/846 0.398 rejected
iiiiiiii 1 tt ruuuisss sss S sssss sttt 0/237 2/413 0/016 Not rejected
iiiiiiii i tt ruuue>— £ mmthnnn Ammmtt yy 0/086 1/179 0/239 rejected
iiiiiiii 1 tt ruuuw->—aaaxCcaa ITT rMMAeee 0/504 7/101 0/000 Not rejected
aaadllll 1 eooonm>———»klkce mmittn -0/011 0/134 0/894 rejected
aaadllll 1eooanm>———»—ttt> tt aalllll 0/230 2/524 0/012 Not rejected
11 ooawcmmmik k kkkk kkmmrttm 0/212 2/226 0/026 Not rejected
aa oo@CmMmmiB e eee  eeeeee aaaaam 0/122 1/287 0/199 rejected
uuudtrr 1l cececeecdiiii ii_i f hlm mmmm—ii kk 0/087 1/075 0/283 rejected
Sentiment
uuudt rr 11 cccccocc_iiiii i1 f hhm mmmmsn— 0/066 0/928 0/354 rejected
Information Asymmetry
wuuatrrl gecccccaiiiiii | [ him mmmum = g/p05 3/451 0/001 | Not rejected
inancial performance
rrrr d Crrr ttt ettt ttiiii dididii ittt 0/176 2/144 0/033 Not rejected
rrrr d Crrr ttt ttttt ttff £ nmniill pooommeee 0/192 2/758 0/006 Not rejected

Source: Research findings



https://far.ui.ac.ir/?lang=en

Determining factors and consequences of risk ......

Akram Taftiyan & Mehtab Kakaee Sabze khani 151

Results & Conclusion

The results showed that the sense of risk
has a positive and significant effect on
the cost of capital and information
asymmetry, so the seventh and eighth
hypotheses were confirmed. The results
of previous research were different in this
case, for example, the results of Al-
Shammari (2014) and Netim et al. (2013)
were similar to the results of this
research, but Campbell et al. (2014)
showed the effect of risk perception on
information asymmetry to be
insignificant. The effect of audit
variables, financial performance, and
structural characteristics on the sense of
risk has shown to be non-significant, that
is, factors such as audit opinion or
quality, profitability, liquidity, company
size, conservatism, financial leverage per
unit of change of these variables have no
effect on the company's sense of risk. and
does not change, so the first, second, and
third hypotheses of the research are
rejected. This conclusion was similar to
the research result of Ghazali (2008),
although Al-Shammari (2014) showed

that the larger the size of the company,
the greater the sense of risk. Also, the
results of the research show that the
characteristics of the board of directors
have a positive and significant effect on
the sense of risk and that factors such as
the independence of the board of
directors, the size of the board of
directors, and the stability of the CEO
and the number of board meetings
increase the sense of risk in companies.
The results of Khoshkhal and Vakili Fard
(1400) also reported the effect of the size
of the board of directors and the stability
of the CEO and the number of meetings
of the board of directors on risk, which is
in accordance with the present research.
Based on the results of the data analysis,
the ownership structure and
macroeconomic factors have a positive
and significant effect on the sense of risk,
which has confirmed the fourth and fifth
hypotheses of the research, and these
results are in line with the findings of
Zarik and  Lohichi  (2017) and
Khoshkhlokh and  Talibnia  (1400).
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