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Purpose: The absence of clear, accurate, and timely information is a crucial factor in
the incorrect valuation of stocks. Most often, this incorrect pricing manifests as
overvaluation, where the price assigned to a stock exceeds its true fundamental value,
resulting in significant benefits for managers. As a result, managers may actually
welcome this information asymmetry, highlighting the potential for auditors to play a
key role in addressing this issue. Therefore, the aim of the current study is to examine
the impact of moral hazards between managers and shareholders on incorrect stock
pricing, with a specific focus on the role of auditor conservatism.

Methodology: In order to achieve the objectives of the study, a sample of 146 firms
listed on the Tehran Stock Exchange was selected using systematic elimination
sampling from the years 2013 to 2022. The research hypotheses were then tested using
multiple linear regression tests based on panel data and its subset tests. The results of
these tests are presented below.

Findings: It has been observed that there is a direct relationship between moral
hazards among managers and shareholders and incorrect stock pricing. The auditor's
conservatism also impacts this relationship. Addressing moral hazards can help
mitigate this effect and reduce the mispricing of stocks.

Conclusion: The present study provides useful evidence that incorrect pricing can be
reduced by decreasing moral risks between managers and shareholders. In this
context, the conservatism of auditors cannot be ignored.

Keywords: Incorrect Stock Pricing, Moral Hazard Between Managers and
Shareholders, Auditor's Conservatism.
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