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Abstract

Purpose: Reports with high readability contain positive information for shareholders and investors to make decisions
and vice versa. Readers' understanding of information from managers' annual reports depends on the ease of writing
reports published by unit management. Therefore, based on this argument, the current research aims to investigate the
impact of the readability of financial reporting on the investment decisions of companies admitted to the Tehran Stock
Exchange.

Methodology: This study used a sample of 167 companies between 2014 and 2023. The method used in the present
research was systematic elimination sampling, followed by extracting the necessary data to test the hypotheses from the
multiple linear regression model using Eviews software.

Findings: The research findings show that the two indicators of fog and the length of the readability text of financial
reporting have a positive and significant effect on investment decisions. The fog index of 3.529 units and the text length
index of -0.076 units decrease investment decisions. This means that the more readable the reports published by the
management of business units ate, the mote decisions related to the company's investment will be made.

Originality/Value: Examining the impact of the readability of financial reporting on companies' investment decisions
contributes to the existing knowledge in financial management and investment. This research shows that the readability
of financial reports, as one of the qualitative characteristics of accounting information, can directly impact investors'
decisions. Since investors and financial analysts use the information in financial reports to evaluate companies' financial
status and performance, improving the readability of these reports can lead to more optimal decisions and reduce
uncertainties. By identifying and analyzing this relationship, this study helps to increase the scientific understanding of
how the quality of financial information affects the behavior of investors.
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Table 2- Descriptive statistics of research variables.
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Table 3- Descriptive statistics of the fictitious variable of audit firm size (source: research data base).
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Table 4- Maney test of research variables.
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Table 5- Assumption of linear regression model.

Uas dhoz o9 Jloy b ppogzg pae  (SKiuanogs 0424 pus aibyly (Slamed cygasl bl oo
Y] Ol 4w Ua>)> Lbo..\sLn‘s!’Lg 005)5

F o LT Jlez>l ulyly pygs Jule Fold  Jloxs! F o LT Jlex=! 095

11.341 0.000 05l S 4516 0.324 9.506 0.024 Jsl Jxe

! Generalized Least Squares (GLS) 2 Variance Inflation Factor (VIF)



cee Slowodd g3 (o 595y ¥ (M9 9 (qwygd / ol 9 7l

101

I
ol g yod F gaif -1 =¥
dj.\?d;.lﬁ Sl 0 obukn‘jli- u)A)T)‘ ))Ja..a u-i‘ é\j J},ﬁuuﬂ}ufwn (&j.l.uu Llus.:d;)u:.véu;}) S Sl (5)\) JMWJJ\JJ

djﬁ)"‘@u&nﬁ\mb}:b A}":J"”L":’“‘gﬁ’.}‘bbu‘:})ﬂ Lhdu\.arwwwddb;wb;u ol O%J;JJAJEJMJQ?\ FJL«T&-l N4

ol 0l o3l Sl (sla ST a5l e sl S 1 sl 0% 31 268 i 930 Jdo (Sl (pomlas

‘ol g gl (i903] =F Jgu
Table 6- Chow and Hausman test.
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Table 7- The results of the estimation of the research model.
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