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Predicting managers' disclosure tone inconsistency using a

decision tree

e  Azam Pouryousof '
e Farzaneh Nassirzadeh '
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The purpose of this research is to predict the contradiction of managers' tone using
the decision tree algorithm. Therefore, a comprehensive review of the factors
affecting the contradiction of managers' disclosure tone based on three perspectives
including manager's opportunistic motivations (agency theory), manager's rational
decision-making motivation with the aim of market awareness (signaling theory)
and manager's characteristics (behavioral theory) was conducted. became the
inconsistency of the managers' disclosure tone in the report of the activities of the
board of directors was calculated. Research tests were conducted on Y£Y) reports
during the years Y)Y to Y+ ¢, To predict the contradiction of the managers' tone
based on the opportunistic perspective, profit management, bonus, leverage,
capital increase and conservatism were used, and in the signaling perspective,
future return on assets, future return on capital, deviation of future return on assets
and deviation were used. The future return on capital was investigated. Also, based
on the behavioral point of view, the CEQ's characteristics including gender, tenure,
dual duty, ability, myopia, narcissism and overconfidence of the CEO were
considered. The estimation results of the decision tree model show A rules
(branches) for predicting tone contradiction and all the aforementioned variables
are observed in the decision tree. The shortest branch shows that if the CEO is
narcissistic, overconfident and a member of the board of directors (duality of duty),
the contradiction of the disclosure tone is high, in other words, in this situation, the
contradiction of the tone reaches the maximum.

Key words: written tone, tone contradiction, manager's opportunistic motivations,
manager's rational decision-making motivation, manager's characteristics.
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