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Abstract

In this article, we studied the impact of adverse selection and moral hazard as an example of
information asymmetry on the development of stock market, here we used the modified
Dechow & Dichev model (2002) to calculate the moral hazard from the criterion of accrual
quality we also used the “microstructure model transactions probability of informed trading
“for High frequency data series to calculate the adverse selection,we calculated the
development of stock World bank standards . Once all the variable are calculated; we
deployed the vector- Autoregression (VAR), model for an optimum interval of 2009 to 2019
over the financial data base of 280 companies listed on the stock exchange market to verify
the interaction, Research findings show an increase in the development of the capital market
in the research period that This increase has grown more rapidly since 2017 and Also, the
interruption in the scouring masseur did not have a significant effect on the development of
the capital market, but in general it is significant. And in examining the effect of optimal
interruptions the advears selection and development of the stock market in all three masseur
show the significant impact of these two variables on each other,The results shows a
meaningful interaction between the information asymmetry such as moral hazard and adverse
selection and the development of stock market.

Keywords: Stock market development, adverse selection, moral hazard .probability of
informed trade,VVector autoregression
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