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Abstract

Investing in the stock market comes with its own specific risks that need to be considered. One of the most
significant risks in stock market investing is the stock price crash risk. There are several factors that can
influence the occurrence of this risk, which have been addressed in the present study by examining the
relationship between auditor resignation and the stock price crash risk. Independent auditors have access to more
extensive information about the companies they examine. This very facthas led to any changes in independent
auditors being deemed important and receiving attention. Therefore, it is expected that company shareholders,
especially small shareholders who have limited information about the internal conditions of the company, would
react to changesin independent auditors. Furthermore, it is predicted that the size of auditing firms would have a
moderating effect on the shareholders’ reaction to auditor resignation. In this regard, a sample of 129 companies
listed on the Tehran Stock Exchange over a period of 10 years from 2012 to 2021 was selected and tested using
the Eviews software and employing the combined datamethod. The results obtained from the hypotheses testing
of the research indicated a significantrelationship between auditor resignation and the stock price crash risk.
Moreover, the size of auditing firms has a moderating effect on the relationship between auditor resignation and
the stock price crash risk.

Keywords: Stock Price Crash Risk, Auditor Resignation, Stock Crash Period, Size of Auditing Firms.

Introduction: The relationship between auditor resignation and stock price crash risk is a topic of significant
interest in both academic research and financial markets. When auditors choose to resign from their engagement
with a company, it can raise concernsamong investors and market participants. Auditor resignation is seen as a
red flagand can be interpreted as an indication of potential financial irregularities or unfavorable conditions
within the company. This perception can erode investor confidence, increase uncertainty, and raise the stock
price crash risk.

Method and Data: The data for this research was collected from the Codal website and the Rahavard Novin
software. The analysis of the collected data was conducted using Excel and Eviews software, employing the
statistical method of panel data. The statistical population of this study consisted of companies listed on the
Tehran Stock Exchange during the years 2013 to 2022. The sample was selected using a systematic elimination
sampling method based on predetermined criteria.

Findings: The resultsindicated a significant relationship between auditor resignation and stock price crash risk.
Furthermore, the size of auditing firms can moderate this relationship.

Conclusion and discussion: In conclusion, considering the research findings, it can be stated that auditor
resignation and stock price crash risk have an impact on each other. Furthermore, the size of auditing firms can
moderate this influence.
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