% Journal of Securities Exchange
ok b MRIILLRT S, )

Roaserch Developanat & lslamic Studias (ROIS )
Securities & Exchange Organization, Research, Development & Islamic Studies (RDIS)
Journal of Securities and Exchange, Spring 2022, V. 15, No.57, pp. 375-402

The effect of CEO psychological traits on the earnings
manipulation probability (EMP) based on the Beneish
M-Score model and the auditor's response to it

Mohammad Khalilzadeh?, Farzaneh Haidarpour?,
Afsaneh Tavangar?, Azita Jahanshad?®

Received: 2021/10/24
Accepted: 2022/03/06

Research Paper

Abstract

The destructive effects of corporate earnings manipulation and the contradictory
empirical evidence surrounding the effect of CEO's psychological characteristics
on the likelihood of earnings manipulation have doubled need to explain the
reasons for this relationship.Given that the decision to manipulate profits is with
the management of the company, so his psychological characteristics can be
effective in whether or not to manipulate profits. The purpose of this study is to
investigate the effect of narcissistic and overconfidence characteristics of the
CEO on the possibility of profit manipulation usm§ the Benish model and to
analyze the auditor's reaction to the possibility of profit manipulation. The
present research is a}:glied in terms of purpose and the research method is post-
event causal. To test the research hypotheses, 156 companies have been selected
from the companies listed on the Tehran Stock Exchange in the period 2012-2018.
The results of the research using binary logistic regression indicate the effect of
CEO narcissism on the possibility of profit manipulation using the modified
Banish model. Also, other research hypotheses about the relationship between
CEO overconfidence and the possibility of profit manipulation as well as the

auditor's reaction to the possibility of profit manipulation were not confirmed.
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