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Abstract

This paper aims to investigate the relationship between audit quality and the level of co-movement of
stock returns of companies listed on the Tehran Stock Exchange. This experimental study is designed
based on quantitative method and deductive approach. The panel data set includes 256 companies
from different industries with 1115 annual observations in the Tehran Stock Exchange between 1397
to 1401. In the research, an econometric regression model has been created by using the simultaneity
of stock returns as the dependent variable and audit quality as the independent variable. Some control
variables are also added to econometric regression models because the effect of these models on
stock price concurrency has been well proven in previous studies. In order to improve the accuracy of
the regression coefficients, in addition to the ordinary least squares, the random effects model has
been used, and to improve the statistical analysis of the combined data set, the fixed effects model
has been used. The results show that audit quality has a positive relationship with stock price
synchronization. This finding indicates that the stock returns of companies with a higher audit quality
level are more aligned with the market.
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