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Abstract

The purpose of this study is to determine the relationship of cash flow volatility, sales volatility, operating cycle
and company size with the capital structure and earnings persistence of companies listed on the Tehran Stock
Exchange. Based on the purposeful sampling method, 187 companies were selected as a statistical sample, and
related data were collected during the years 2016 to 2021. Data analysis is also through multiple linear
regression based on panel data. The results showed that the variables of cash flow volatility, sales volatility and
company size have a negative and significant relationship with the capital structure. The relationship of the
operating cycle with the capital structure was also not confirmed. Also, the results showed that the variable of
sales volatility has an inverse and significant relationship with the earnings persistence and the company size has
a direct relationship with earnings persistence. However, the relationship of cash flow volatility and operating
cycle with earnings persistence. Has not been confirmed.

Keywords: Earnings Persistence, Capital Structure, Cash Flow Volatility, Sales Volatility, Operating Cycle,
Company Size.

Introduction: The business world is developing and growing rapidly and the level of competition is getting
higher resulting in many companies being unable to generate profits or unable to maintain the profits owned by
the company within a certain period. The industrial sector in manufacturing has a high level of frequency and
volume of activity and the number of transactions. This results in business competition that encourages each
company to improve the best results to be able to maintain sustainable profits for the benefit of all parties in the
company, especially to attract the attention of investors to invest shares in the company, because it can be judged
that investors are actually more interested in making investments that able to generate sustainable profits in the
company and also to keep investors from withdrawing funds that are already in the company because investors
are also reluctant to stick with investing ASI on companies that are unable to generate and maintain company
profits. (Lasryaa, Chandraa, Panjaitana, 2021). For financial reporting analysts, it will be important to understand
the sustainability of earnings, their determinants, and their importance and relevance for potential activities. In
addition, the understanding of the mentioned aspects for the financial report analyst will contain information
about the profitability ability as well as its function to predict and evaluate the possible activities of that
company (motamedi, tariverdi, 2022).
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Method and Data: The current research is applied in terms of orientation, in terms of the implementation logic
of the inductive analogical type, in terms of the approach of a quantitative research, in terms of the research
environment of the library and field type, in terms of the research method of the causal type and in terms of the
goal, it is an exploratory research. The statistical population of this research also includes companies admitted to
the Tehran Stock Exchange during the period of 2016 to 2021. The companies must be listed on the stock
exchange by the end of March 2021, and the financial year of the companies must end in March. The company
should not have changed its financial year during the periods in question. The information needed by companies
is available. It should not be among the active companies in the brokerage, banking and insurance industries.
Finally, after examining the conditions among listed companies, 187 companies were finally selected as a
statistical sample.

Findings: The results of the estimation of the first model to examine the first to fourth hypotheses show that,
according to the f statistic and its significance level, the estimated model is at a significant level. The Watson
camera value also shows the uncorrelation between errors (pattern residuals). The value of the coefficient of
determination is equal to 0.91 and it shows that the independent variables have explained about 91% of the
changes in the dependent variable (capital structure). The results of estimating the second model to examine the
fifth to eighth hypotheses show that, according to the f statistic and its significance level, which is less than the
critical value of 0.05, the estimated model is at a significant level. The value of Durbin Watson's statistic also
indicates the absence of autocorrelation in the model. The value of the coefficient of determination is equal to
0.87 and it shows that the independent variables have explained about 87% of the changes in the dependent
variable (future profit).

Conclusion and discussion: In relation to the factors affecting earnings persistence and examining the
relationship between cash flow fluctuations and earnings persistence, the result is that cash flow volatility has no
relationship with earnings persistence, Cash flow fluctuations indicate instability in cash flows that occur
continuously in a short period of time, changes and fluctuations in cash flows can indicate low uncertainty for
the interpretation of profit in future periods, which will not be related to the stability of profit. In addition, the
size of the company can also have a significant relationship with the sustainability of the company's profit,
because the bigger the company's size, the more the company's ability to generate profit. High profit growth, in
addition to affecting the earnings persistence, also affects the company's sustainability in attracting potential
investors. Therefore, it is suggested that researchers who wish to investigate the factors affecting earnings
persistence identify, add or replace other variables that affect capital structure and profit sustainability help the
management of the company to better understand the factors affecting the sustainability of the company's profit
and lead to the development of the company and attracting more investors.
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