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The effect of reliability and timeliness of financial reports on speed

Leverage Ratio Adjustment: Generalized Moments Approach

Vahid Shahbazi' , Abbas aflatoini?, Hassan Zalghi?

Abstract:

Based on the theory of dynamic parallelism, companies always seek to bring their actual
leverage ratio closer to the optimal ratio. The speed at which a company's actual leverage
ratio approaches a target leverage ratio depends on various internal and external factors.
Financial reports Reliability and timely presentation of financial reports are among the
factors that can affect the speed of leverage ratio adjustment by reducing information
asymmetry and increasing information transparency. In this research, by using the
dynamic combined data method (generalized torque coefficient), the effect of the
reliability and timeliness of financial reports on the speed of adjustment of the leverage
ratio in 167 companies admitted to the Tehran Stock Exchange, in the period from 1384
to 1396, has been investigated. The results show that with the increase in the timeliness of
financial reports, the speed of adjusting the leverage ratio also increases significantly.
However, the results indicate that the increase in reliability does not have a significant
effect on the speed of adjusting the leverage ratio.

Key words: leverage ratio, leverage ratio adjustment speed, timeliness of financial reports,
reliability of financial reports.
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