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Abstract

Forecasting the rate of return is one of the most important issues in financial markets, the information
provided by managers help to investors in making their decisions. Managers' biases corrupt information
correctly.

The purpose of this study is to investigate the role of corporate governance in reducing the effect
of managers' expectations stickiness on future stock returns. Using TOPSIS, an index was created to
rank the sample companies based on corporate governance during the years 2011 to 2017. The index
consists of 7 criteria: dual role of manager, institutional shareholders, ownership focus, and number of
audit committee members, number of board meetings, and percentage of managers Non-mandatory and
the size of the board. To calculate the future return on stocks, the three-factor model of Fama and Farang
has been used. The results using the data of 110 companies listed on the stock exchange and using
multivariate regression show that the relationship between the stickiness of managers' expectations and
future stock returns is + 0.294, ie the relationship between the two is positive and with a significance
level of 0.048 at the 95% confidence level, it is significant. In other words, managers 'adherence to
information has caused uniformity of information to shareholders and shareholders to consider the
company's situation stable and predict more stock returns, ie a positive and significant relationship
between managers' expectations stickiness and future stock returns. There is, but in companies with
strong corporate governance, the relationship between the two variables is +195.19 and according to
the significance level of 0.0473 at the confidence level of 0.95% is positive and significant, this means
that in companies with strong corporate governance, the relationship is also positive. The correlation
between managers' expectations and future stock returns is positive and significant, but the intensity of
the relationship decreases in this case. The future return of stocks in companies with sticky managers
due to sticking to past information and providing uniform information causes the future return of stocks
to be optimistic and this leads to inappropriate decisions by investors and inappropriate allocation of
resources, but in companies with strong corporate governance due to role Supervision and control have
caused managers to act more carefully and with less bias, and help users to more accurately predict
returns and lead to the optimal allocation of resources and the prosperity of capital markets.
Keywords: Managers'expectations stickiness, Corporate Governance Mechanisms, Fama and French
Three-Factor Model.
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