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Objective: In this study, the effect of managerial ability on stock price
synchronization has been analyzed by considering mediating role of information
transparency at firms listed in Tehran stock exchange.

Method: Accordingly, the data of 80 sample firms listed in Tehran stock exchange
during the period of 9 years from 2013 to 2021 was investigated. In order to analyze
the data, Multivariate Regression of Panel Data, tobit regression and EViews10 and
STATA17 software were used.

Results: The analysis of the data showed that managerial ability has a significantly
negative effect on stock price synchronicity. Also, the results of Tobit regression
analysis showed that managerial ability has a positive and significant effect on
information transparency. Finally, the results of Sobel's test showed that managerial
ability has a negative and significant effect on stock price synchronization by
influencing information transparency.

Conclusion: In the presence of capable managers, there will be less information
ambiguity in the firm and the firm's specific information will be reflected in the stock
prices with a more desirable and optimal speed, and as a result, the synchronization
of the firm's stock price will be reduced. Therefore, capable managers also lead to a
reduction in stock price synchronization by improving information transparency.
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Introduction

According to the efficient market theory, it can be stated that the information provided to
investors in the market affects the stock price, and as a result, stock prices and changes in stock
prices are caused by the information that is reflected in it. Stock price behavior follows two
factors: market movement and firm-specific information. The movement of the market, which
is affected by various factors, including internal, foreign, political, etc. and firm-specific
information that is related to the firm's own agents. The more confidence the investor has in
the firm's profits, the more dependent it has on specific firm information, and if the relationship
between the firm's return and the market return (stock price synchronization) is low, it indicates
that there is more firm-specific information. Information at the market and industry level is
more and more easily available to investors than firm-specific information. In such a situation,
where the firm's specific information is not sufficiently available, the firm's stock price will
change in line with the industry/market prices. Stock price synchronization and the factors
affecting it have always been of interest to capital market researchers. The more and more
accurate information about the specific performance of firms is provided to investors, i.e. the
more firm-specific information is involved in the stock price, then the correlation of the firm's
stock return with the market return will be reduced, and in this case, the stock price
synchronization will be less. In this study, the effect of managerial ability on stock price
synchronization has been analyzed by considering mediating role of information transparency
at firms listed in Tehran stock exchange. The research consisted of three hypotheses. 1)
Managerial ability has an impact on stock price synchronization. 2) Managerial ability has an
impact on information transparency. 3) Managerial ability has an impact on stock price
synchronization by influencing information transparency.

Method

Since the results of this research can be used in the decision-making process, it is applied
research. Also, since it is done using real data of firms listed in the Tehran Stock Exchange, it
is of Ex-Post Facto research. The data of 80 sample firms listed in Tehran stock exchange
during the period of 9 years from 2013 to 2021 was investigated. In order to analyze the data,
Multivariate Panel Data Regression, Tobit regression and EViews10 and STATA17 software
were used. To calculate the stock price synchronicity, first, the effect of the monthly market
and industry returns on the firm's monthly stock returns is estimated using the time series
regression model, and then the stock price synchronization criterion is calculated using the
coefficient of determination obtained from it. To investigate the first and third hypotheses,
Chow and Hausman tests were performed and the results showed the validity of the fixed-
effects method. Heterogeneity of variance test (likelihood ratio test), serial autocorrelation
(Wooldridge test) and collinearity (variance inflation factor test) also showed the establishment
of the classical hypothesis. To investigate the second hypothesis of the research, Tobit
regression has been used. Based on the Wald statistic, the model is significant and has a good
fit. Also, the likelihood ratio (LR) test indicates that the results of the random-effects model
are valid.

Results

The analysis of the data showed that managerial ability has a significantly negative effect
on stock price synchronicity. Also, the results of Tobit regression analysis showed that
managerial ability has a positive and significant effect on information transparency. Finally,
the results of Sobel's test showed that managerial ability has a negative and significant effect
on stock price synchronization by influencing information transparency. In fact, in the presence
of information transparency variable, part of the effect of management ability on stock price
synchronicity can be explained through information transparency. According to the results, all
three research hypotheses were confirmed. Among the control variables, the financial leverage
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variable (LEV) has a positive and significant effect on stock price synchronicity, and the board
independence variable (BIND) has a negative and significant effect on stock price
synchronicity.

Conclusions

According to the results, capable and competent managers create a favorable management
culture in the firm by creating correct regulations and an effective control environment in the
firm and make it differentiated, as a result, the stock price contains more private information
and this reduces the amount of stock price synchronization. In firms with capable managers,
the flow of information is optimal and the transparency of information will be at a high level.
In the presence of capable managers, there will be less information ambiguity in the firm and
the firm's specific information will be reflected in the stock prices with a more desirable and
optimal speed, and as a result, the synchronization of the firm's stock price will be reduced.
Therefore, capable managers also lead to a reduction in stock price synchronization by
improving information transparency.
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