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Abstract

Assets are crucial for companies' current and future decisions,
significantly  influencing investors' perceptions. This study
investigates the relationship between accounting asset informativeness
and investors' beliefs, with a focus on the impact of accounting
earnings quality. A sample of 249 companies listed on the Tehran
Stock Exchange between 2013 and 2023 was selected for analysis.
The results indicate that increased asset informativeness positively
influences investors' beliefs at both the aggregate and discretionary
levels. However, asset informativeness related to inherent factors does
not impact investors' beliefs. Furthermore, low earnings quality does
not weaken the relationship between asset informativeness at the
aggregate level and discretionary factors with investors' beliefs.
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1- Introduction

Investors' beliefs and expectations play a crucial role in their decision-
making process and behavior. Assets are a key factor in a company's
present and future decisions, significantly influencing investors'
confidence. Accounting assets help reduce uncertainty about a share's
true value and shape people's expectations of the company. In other
words, they contain valuable information, reflecting high accounting
asset informativeness. Notably, accounting asset informativeness is
distinct from earnings indicators. As a result, low earnings quality
does not affect investors' beliefs due to the presence of accounting
asset informativeness. Therefore, earnings quality may not influence
the correlation between accounting asset informativeness and
investors' beliefs. Based on this, the research aims to explore the
connection between accounting asset informativeness and investors'
beliefs, with a focus on the influence of accounting earnings quality.
The researchers propose two hypotheses: Accounting asset
informativeness positively impacts investors' beliefs, and earnings
quality does not moderate the influence of accounting asset
informativeness on investors' beliefs.

2- Methodology

This study focuses on applied research. Accounting asset
informativeness is the independent variable, calculated using the
explanatory power of the regression of a company's net operating
assets on its operating earnings. A 10-year rolling regression was
conducted separately for each company. Investors' beliefs were the
dependent variable, and the earnings quality served as the moderating
variable. Earnings quality was determined based on four criteria:
earnings stability, earnings smoothing, accruals quality, and the
relationship between earnings and value. The study included a sample
of 249 companies listed on the Tehran Stock Exchange, spanning from
2013 to 2023.

3- Results

The information provided by accounting assets has a positive impact
on investors' beliefs at both the aggregate and discretionary levels.
However, this information does not affect investors' beliefs when it
comes to intrinsic factors. Additionally, low earnings quality does not
weaken the relationship between accounting asset information at the
aggregate level and discretionary factors with investors' beliefs.
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4- Discussion

According to neoclassical investment theory, changes in a company’s
market value reflect investors' assessments of its intrinsic value based
on available information. Therefore, the informativeness of a
company's accounting assets can affect its stock performance. When a
company's capital stock is inaccurately measured by its accounting
assets, changes in market value will have a greater impact than
changes in accounting assets. On the other hand, when accounting
assets are measured with less error, they provide more accurate
information about the company's resources. Investors use this
information to estimate the market value of a company's stock and
form expectations about its intrinsic value. If accounting asset
informativeness is strong, investors rely on asset information to
analyze the intrinsic value of the stock. It seems that even if the
quality of earnings is weak, it does not significantly impact investors'
decision-making. Therefore, low earnings quality cannot disrupt the
relationship  between accounting asset informativeness and
shareholders' expectations.

5- Conclusion

Based on the findings, investors and financial statement users should
consider asset informativeness when determining the true value of a
share. It is important to note that financial statement information is not
limited to profit and loss but also includes the measurement of assets
on the balance sheet.

Creditors should not focus solely on profit and loss in their debt
agreement; they should also consider the company's assets as a result
of its current and future decisions. It is recommended that standard
setters use asset informativeness to evaluate the effects of policy
changes and balance sheet asset measurement changes to improve the
implementation of accounting standards.

Analysts should consider asset informativeness as a fundamental
factor during analysis, especially when earnings quality is low.
Additionally, company managers and planners should specify the
purpose of obtaining operational assets and the capacity of those
assets during financial reporting to attract the attention of investors
and creditors.
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