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Extended Abstract

Background and Purpose: The present work investigates how managerial opportunistic
behavior affects investors' divergence behavior in determining the intrinsic value of stocks
during investment decision-making through real earnings management and overconfidence.
Moreover, it examines the mediating role of financial statements’ comparability in the
relationship between managerial opportunistic behaviors via real earnings management and
overconfidence in decision-making on investors' divergence of beliefs.

Methodology: The present work is an applied piece of research employs a causal
correlational (Ex-Post Facto) approach in terms of methodology. Statistical population
encompasses all firms listed on the Tehran Stock Exchange. Research sample consists of 134
firms selected through the systematic elimination sampling. Sample firms were examined
over a 10-year period from 2013 to 2022. In order to calculate investors' behavioral
divergence, the research followed the methods outlined in the studies by Silva and Serrano
(2021) and Salehi et al. (2023), utilizing the unexpected trading volume index. Furthermore,
the assessment of managerial opportunistic behaviors involved measuring two factors
including real earnings management and overconfidence. The model proposed by De Franco
was also employed to assess the comparability of financial statements.

Findings: Results of examining the research hypothesis revealed that the variable of real
earnings management showed a positive (0.13) and significant coefficient at the 5% level
(0.028), demonstrating a direct relationship with investors' divergence in behavior and beliefs.
The results revealed that managers' overconfidence, with a positive coefficient of 0.052 and a
significance level below 5% (0.001), demonstrates a direct relationship with investors'
divergence in behavior and beliefs. As a result, both real earnings management and
managerial overconfidence have a direct and significant relationship with investors'
divergence in behavior. Furthermore, the interaction between managerial opportunism and
real earnings management, along with financial statement comparability, has a significant
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negative effect (-0.81) with a significance level of less than 5% (0.0000) on investors'
divergence in beliefs and behavior. Similarly, the interaction between managerial
opportunism and overconfidence in decision-making, along with financial statement
comparability, has a significant negative effect (-0.76) with a significance level of less than
5% (0.0000) on investors' divergence in beliefs and behavior. Therefore, financial statement
comparability moderates the positive relationship between real earnings management and
managerial overconfidence on investors' divergence in determining the intrinsic value of
stocks during investment decision-making.

Discussion: Instilling confidence in the chosen company to invest in is among the crucial
aspects of investment and financial management. Possessing the appropriate tools and
methods to evaluate firms’ financial status and investee units is also essential, as it can
significantly impact economic decision-making. Investors' beliefs and sentiments can have a
significant impact on market dynamics by influencing the orientation of trading volume and
market stock prices. Opportunistic behaviors of management through real earnings
management and overconfidence can increase investors' divergence of beliefs. In fact, this
highlights the important role of managers in intensifying dissension among investors by
providing misinformation. In contrast, the quality of information in companies' financial
reporting plays a significant role in accounting information users’ decision-making process.
One of the qualitative characteristics of financial information is the comparability of financial
statements. Comparability ensures that financial statements are provided in a way that
facilitates their comparison with each other. In some cases, the information gained from
differences can be more valuable than that gathered from similarities, provided that it is
explainable. Comparability surpasses mere uniformity. Uniformity is a means to an end,
whereas comparability is the ultimate goal. Comparability thus provides conditions where
financial information from different time periods of a single business unit or financial data
from multiple business units can be compared with each other. Statistical results revealed that
the interaction between the comparability of information and earnings management, as well
as the interaction between this variable and managerial overconfidence, had an inverse effect
on investors' divergence of beliefs. These interactions can potentially reverse such trends. In
fact, when a firms with high information comparability enters the market, the interaction of
this factor with earnings management can potentially reduce managerial manipulations and
decrease differences in market beliefs. Moreover, information comparability imposes
constraints on managers, encouraging them to make investments with higher returns while
avoiding high-risk, unprofitable investments. This expectation arises from the clear provision
of high-quality information to the market, and reduces divergence of beliefs in the market
among investors. In summary, it can be argued that the comparability of financial statements
can dilute the impact of earnings management and managerial overconfidence on investors'
divergence of beliefs.

Keywords: Financial Statements Comparability, Divergence of Investors' Behavior, Earnings
Management, Managers' Overconfidence
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