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JPEWIN L PRUCE

The Effect of Sustainability Reporting on Stock Price Synchronicity with Emphasis on Controlling
Shareholders

Abstract

In recent years, sustainability reporting has become an important component of corporate
reporting and capital market information environments. By providing economic, environmental,
social, and corporate governance information, sustainability reporting can improve firms’
information environments and reduce information asymmetry between managers and investors.
Ownership structure, particularly the presence of controlling shareholders, may also affect the
extent and effectiveness of corporate disclosure. Accordingly, this study examines the effect of
sustainability reporting on stock price synchronicity and investigates the moderating role of
controlling shareholders in this relationship. The study is applied in terms of its objective and
descriptive-correlational and ex-post facto in terms of its research design. The statistical
population consists of firms listed on the Tehran Stock Exchange and Iran Fara Bourse during
20162024 (1395-1403), excluding firms listed on the base market. Based on the screening
criteria, 122 firms were selected, resulting in 1,098 firm-year observations. The required data
were collected from audited financial statements, board reports, Codal, stock exchange and Fara
Bourse databases, and Rahavard Novin. The data were analyzed using Excel and EViews 10. Panel-
data regression with fixed effects was employed to test the research hypotheses. The findings
indicate that sustainability reporting has a significant negative effect on stock price synchronicity.
The coefficient of sustainability reporting is -0.11, with a significance level of 0.01. Furthermore,
the interaction between sustainability reporting and controlling shareholders has a significant
negative coefficient of -0.11, with a significance level of 0.000. Accordingly, both research
hypotheses are supported. The findings suggest that greater sustainability reporting may
increase the amount of firm-specific information incorporated into stock prices and consequently
reduce their dependence on market- and industry-wide information. Moreover, controlling
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shareholders significantly moderate this relationship by strengthening the negative association
between sustainability reporting and stock price synchronicity.

Keywords: Sustainability Reporting, Stock Price Synchronicity, Controlling Shareholders,
Ownership Structure, Information Asymmetry, Capital Market.
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