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Abstract

The current research aims to trace the impact of auditor conservatism on the relationship between the
readability of financial reporting and the specific volatility of stock returns. In this regard, a sample consisting
of 131 companies accepted in the Tehran Stock Exchange during the years 2012-2021 was selected with the
help of the systematic elimination model, and finally the research hypothesis was tested with the help of
multiple linear regression based on panel data. To measure the specific fluctuations of stock returns, the
standard deviation model of Fama and French's three-factor model was used, and to measure the conservatism
of the auditor, the model of Chong et al. (2003), which is an extension of the conservatism model of Basu
(1997), was used, Fog index was used to evaluate the readability of financial reporting. The results of the
research hypotheses showed that there is an inverse and significant relationship between the readability of
financial reporting and specific fluctuations in stock returns, and also the conservatism of the company's
auditor can intensify this relationship inversely. The current research provides useful evidence for company
managers and capital market agents that by better using financial information disclosure mechanisms, stock
price fluctuations and returns can be controlled, and the auditor community plays an important role in this
regard.

Key words: readability of financial reporting, conservatism of the auditor, specific volatility of stock returns.
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