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Abstract

The present study, while stating the difference between the Stock Price Synchronicity and the Idiosyncratic Risk,
examines the relationship between these two concepts with the firm's information environment. The research
period is from 2013 to 2019. The statistical population of the study was the companies listed on the Tehran Stock
Exchange that finally 131 eligible firms were selected in this study. In order to measure the Stock price
synchronicity, the criterion of the regression coefficient of stock return on market return has been used, and to
measure the Idiosyncratic Risk, the standard deviation of the same regression error has been used. Also, the
variables of firm size, liquidity of firm stock, firm financial leverage ratio and stock Return on equity index
(ROE) have been used as variables representing the firm's information environment. The results indicate a
positive and significant relationship between both the Stock price synchronicity and the Idiosyncratic Risk with
the information environment. In other words, improving the information environment and increasing the
information efficiency of firms leads to an increase in the Stock price synchronicity and the Idiosyncratic Risk.
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Introduction

In this paper, an attempt has been made to point out the difference between the two concepts of Stock Price
Synchronicity and Idiosyncratic Risk, and by measuring the relationship between these two variables with the
information environment of capital market companies, it has been determined what effect the improvement of
the information environment (increasing information efficiency) has on Stock Price Synchronicity and
Idiosyncratic Risk of Iranian capital market companies? The answer is important because capital market analysts
can understand the state of the information environment or the level of its information efficiency by measuring
the variables of Stock Price Synchronicity and Idiosyncratic Risk for Iranian capital market companies and use
these two variables in their analysis to evaluate the stock of companies.

Method and Data

To conduct this research, all companies listed in the Tehran Stock Exchange were considered as the statistical
population and the systematic elimination method was used for sampling. According to the characteristics, 131
companies were considered as samples. To examine the data and test the relationship between information
environment variables and the Stock Price Synchronicity, the Pooled data method was used. For testing the
relationship between information environment variables and the Idiosyncratic Risk, the panel data method was
used. The information and data required by the companies have been collected through the Rahvard Novin
database and the Codal website. Then they have been prepared for analysis by summarizing and calculating the
required calculations in an Excel sheet. The final analysis was done with the help of Eviews version 10.
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Findings

The results indicate a positive and significant relationship between both the Stock price synchronicity and the
Idiosyncratic Risk with the information environment. In other words, improving the information environment
and increasing the information efficiency of firms leads to an increase in the Stock Price Synchronicity and the
Idiosyncratic Risk.

Conclusion and discussion

As conclusion the improvement of the information environment as a result of a one percent increase in the size
of the company, the liquidity of the company's stock and the ratio of the financial leverage of the company leads
to an increase of 0.7, 0.59 and 1.78 percent in the Stock Price Synchronicity. Also, the improvement of the
information environment as a result of a one percent increase in the size of the company, the liquidity of the
company's stock and the profit of the company leads to an increase of 0.001, 0.01 and 0.002 units in the
Idiosyncratic Risk of the company. In other words, the stock price of these companies will move at the same
time as the stock price of other companies in the capital market, and also due to the increase of Idiosyncratic
Risk in these companies, information, reports and news specific to the company will have a greater impact on
their stock price. Therefore, analysts and traders are recommended to distinguish between the two concepts of
the Stock Price Synchronicity and the Idiosyncratic Risk in their analysis. Secondly, if they choose the stock of
companies with a larger market size, more liquidity, or more financial leverage for investment, they must
consider that the stocks of this company will have more Stock Price Synchronicity and Idiosyncratic Risk.
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