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The effect of Cost Stickiness on Earnings Response Coefficient
and Stock Prices Synchronicity

Roya Darabi *
Aboalfazl Nangir

Abstract

Cost stickiness has a significant impact not only on operational efficiency, but also on
analysts' forecasting behavior. Understanding the relationship of cost stickiness with
the correlation between profit and stock returns can be a measure of the effect of cost
stickiness on the information content of accounting profit evaluation, which affects
informativeness of stock prices on the efficiency of capital market information and the
efficiency of resource allocation in the capital market. The purpose of this research is
to investigate the effect of cost stickiness on earnings response coefficient and stock
prices synchronicity. Research in terms of purpose is part of applied research and
research method in terms of nature and content is cause and effect. The research was
conducted in the framework of deductive-inductive reasoning and panel analysis was
used to analyze the hypotheses. To collect information, data from 164 companies
listed on the Tehran Stock Exchange in the period 2015-2022 have been used. the
results showed that the results showed that cost stickiness reduces the earnings
response coefficient; But in public enterprises, the effect of cost stickiness on earnings
response coefficient is weaker. Also, cost stickiness increases stock prices
synchronicity.

Keywords

Cost Stickiness, Earnings Response Coefficient, Stock Prices Synchronicity, state
ownership
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