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Abstract

Today, air pollution has become a major problem for countries around the world and has many long-term and short-term
harmful effects on human health. Among these effects is the effect of air pollution on people's moods, which in turn paves
the way for investors' behavioral biases in their financial decisions. Therefore, the purpose of this study was to investigate
the effect of environmental components and air pollution on the confidence and deterrence of stakeholders. This research
is in the category of applied research. Spatial realm, companies listed on the Tehran Stock Exchange and the realm of
time from 1393 to 1397. In order to collect data of sample companies, financial statements, explanatory notes and stock
exchange monthly were used. Descriptive and inferential statistics were used to describe and summarize the data. Based
on the systematic elimination method, 167 companies were selected as a statistical sample. Multivariate regression test
was used to confirm and refute the hypotheses in the lves software environment. The results indicate that air pollution
factors (air quality index, average temperature, average humidity, strong wind, cloud cover ratio) and environment
(environmental pollution index, environmental degradation) affect shareholders' confidence and deterrence in two areas
High-consumption water and low-consumption industries and successful and unsuccessful companies are effective. But
the extent of this impact varies from group to group. It is worth mentioning that the results obtained in this study are in
line with the theories, views based on financial benefits, behavioral finance and efficient market hypothesis.
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Introduction

Today, air pollution is one of the most important economic and health concerns for humans, and due to its growing
trend, it has become one of the most important concerns of economists and policy makers of countries (He & Yi,
2018). Research results have shown that city air pollution can increase the body's cortisol level, and the evidence
indicates the existence of a relationship between cortisol level and sensation seeking and harmful behavior; In
addition, feelings of depression, bad mood, and fatigue have a significant relationship with air quality; Therefore,
air pollution, by affecting individual moods, becomes the basis for the behavioral biases of investors in their
financial decisions, which in turn affects the stock returns of financial markets (Moradi et al., 2016). Also, the results
of these researches challenge the efficient market hypothesis based on the idea of investor's rationality and lead the
research towards behavioral finance theory. Behavioral finance, as one of the branches of financial management
science, is the focus and study of many researches today. Behavioral financial management describes how the
cognitive and behavioral motivations and psychology of investors affect their decision making (Jamalian pour &
Mahdavi, 2013). According to what was mentioned, in this research environmental components and air pollution
are considered as an effective solution to capital market factors including self-confidence and loss aversion of
shareholders, and it is expected that the levels of environmental awareness can influence the behavior of
shareholders. be; The main goal of this research is to investigate the effect of environmental components and air
pollution on the self-confidence and loss aversion of shareholders. The reason for choosing this title can be
considered from two points of view: firstly, Iran is a developing country and the levels of public environmental
awareness are increasing in it, and secondly, currently, the research that focuses on the structural change of air
pollution in the stock market are still very few. Among these researches are: Investigating the relationship between
weather and trading activities (Pour Mohammadi & Badri, 2017); The relationship between city air pollution and
stock market indices (Moradi et al., 2016); Air pollution and stock returns (Mashayekh & Shafizadeh, 2015); The
effect of weather irregularity and air pollution on the performance of the Tehran Stock Exchange index (Raee et al.,
2017); The effect of seasonal and weather variables on the liquidity of the Tehran securities market (Jamalian pour
& Mahdavi, 2013); cited. To clarify and contribute to the research literature, especially to fill the research gap,
addressing this issue has doubled the importance and necessity of conducting this research in Iran. It is worth
mentioning that the results obtained are useful for people and organizations involved in this issue, investors and
shareholders and company managers, as well as researchers and students interested in conducting similar research
and other companies and organizations. In this research, the researchers seek to answer the question whether the
components of air and environmental pollution have an effect on the variables related to the behavior of shareholders
(such as self-confidence and loss aversion of shareholders) by increasing the levels of public environmental
awareness.

Methodology

This research is applied in terms of purpose and in terms of its nature, it is a descriptive research with emphasis on
correlational relationships, because on the one hand, it examines the current situation and on the other hand, the
relationship between different variables using regression analysis. , determines In addition, it is in the field of post-
event studies (use of past information) and is based on real information from the financial statements of companies
accepted in the Tehran Stock Exchange and other real information that can be applied to the entire statistical
population by inductive method. It will be a generalization. The statistical population of the research includes the
companies admitted to the Tehran Stock Exchange in the period between 1393 and 1397. In the current research, to
determine the statistical sample, companies are first homogenized by the method of systematic elimination, and then
the statistical sample is determined by the method of systematic elimination from the homogenized population. The
statistical model of research assumptions is as follows:

Also, the research variables are:

Independent variable: air and environmental pollution factors including: air quality index, average temperature,
average humidity, strong wind, precipitation, cloud cover ratio, environmental pollution index, environmental
degradation

Dependent variable: shareholders' self-confidence, shareholders' loss aversion

Moderating variables: low and high water consumption industries, successful and unsuccessful companies

Control variable: company size, financial leverage

Results and discussion
In this study, the assumption of heterogeneity of variance of the residuals was examined through White's test, and



81

The Effect of Environmental Components and Air Pollution ... (Marzeyeh Bagheri et al.,)

Table (1): statistical model of assumptions

Description Model hypothesis
OC :Confidence of shareholders in water
intensive industries
OC": Confidence of shareholders in low
water consumption industries
HUM: .Average humidit BsPREi+ Bs CCitt Br CO2it+ Bs EDit +PoSizeirt Brolevirteit
L | variabl yf ind OCYi=a+B"1  AQli+ B2 TEMPy+ B's HUMg+ 1
WIND :Animal variable for stron_g win B'.WINDi+ B'sPREi+ B's CCit B*s CO2: B*s EDy
PRE :A dummy variable for precipitation T Size»|+ b LeV<I+ , ' ' '
CC :Cloud cover ratio oo1L8HT PraoLEVieTER
COz: Environmental pollution index
ED :Environmental destruction
Size :size of the company
Lev :Financial pyramids
. . . LA i =a+B1 AQli+ B2 TEMPi+ Bz HUM+ BsWIND;i+
LA Loss avoidance for shareholders in BPREi+ B CCyt 7 CO2i By EDi +aSizet ProLevictcy
. . . LA" it =(1*+B*1 AQliﬁ‘ B*z TEMPj+ B*3 HUM;+ 2
LA™ :Loss avmd_ancg forsh_areholdersm low B"WINDi+ B'sPREi+ B's CCi+ B*; CO2i B*s EDi
water consumption industries " p*.Size " B¥ioLev '+€ : ' '
9 it 10 it Cit
. . . OCit:thBl AQl;+ Bz TEMP;+ B3 HUM;+ B4W|NDit+
OC ‘Confidence of shareholders in BsPREi+ Bs CCict B CO2: Bs EDy +sSizes+ BroLevicrcu
x, P . . . Oc*it:(x*+[3*1 AQli+ [3*2 TEMP;+ B*s HUM;+ 3
oC .Sh_areholder confidence in failed B WINDi+ B'sPREi+ B's CCict B*; CO2 B*s EDi
companies +B*oSizent P*rolevitei
) . . LA i =a+B1 AQli+ B2 TEMPi+ Bz HUM+ BsWIND;+
LA iLoss avoidance of shareholders in BsPREic+ Bs CCict by CO2i. B EDy +sSizeict ProLevicreu
. h . LA & =a+f"s AQli+ B2 TEMPi+ B3 HUMi+ 4
LA" :Loss avoidance of shareholders in B WINDi+ B'sPREc+ B's CCit B*; CO2u B*s EDx
failed companies +B*,Sizeit BrioLevitey

the existence of homogeneity of variance was accepted in the hypotheses. Also, the results of the non-autocorrelation
test indicate autocorrelation in the hypotheses.

Regarding the hypothesis analysis, in order to check the significance of the regression, Fisher's F-statistic was used,
to check the significance of the coefficients of the explanatory variables of the regression model, the t-statistic was
used, and finally, the Durbin-Watson test was used to check the independence of the residuals of the fitted models.
The findings are as follows:

Hypothesis 1: The effect of air and environmental pollution factors on the self-confidence of shareholders in water-
intensive industries is different compared to low-use industries.

The results show the effect of air and environmental pollution factors on the self-confidence of shareholders in
water-intensive industries; it is different from low consumption industries. Also, the adjusted coefficient of
determination shows that the independent variables are able to explain 64% and 70% of the changes in the dependent
variable in water-consuming industries and low-consuming industries, respectively. These results can be justified
based on the theoretical concepts of "resource-based perspective"; expanding the resource-based perspective for
corporate environmental commitment shows that a company with the ability to exploit its environmental efforts is
likely to achieve better financial results.

Hypothesis 2: The effect of air and environmental pollution factors on shareholders' loss aversion in water-intensive
industries is different compared to low-use industries.

The results show that the factors of air and environmental pollution affect shareholders' loss aversion in water-
intensive industries; it is different from low consumption industries. Also, the adjusted coefficient of determination
shows that independent variables are able to explain 65% and 67% of the changes in the dependent variable in
water-intensive and low-use industries, respectively. These results can be justified in line with the concepts of
behavioral finance theory; the results show that the weather has an effect on people's mood and finally, on their
decision-making, which may lead to biased decisions. Therefore, the negative effects of air pollution on people's
moods, in turn, are effective on investors' risk aversion and risk assessment and affect their behavior. Therefore,
factors of air pollution and environment are able to change the volume of transactions.
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Hypothesis 3: The effect of air pollution and environmental factors on the confidence of shareholders in successful
companies is different compared to unsuccessful companies.

The results show the effect of air pollution and environmental factors on the self-confidence of shareholders in
successful and unsuccessful companies. Also, the adjusted coefficient of determination shows that the independent
variables are able to explain 81% and 61% of the changes in the dependent variable in successful companies and
unsuccessful companies, respectively. These results can be justified in line with the concepts of behavioral finance
theory; People under the influence of psychological, behavioral and social factors show different reactions to new
information and cause anomalies such as excessive or under-increasing prices. Based on this, it seems that the
publication of environmental news and air pollution in the capital market causes an irrational reaction of investors
and affects the confidence of their shareholders.

Hypothesis 4: The effect of air and environmental pollution factors on shareholders' loss aversion in successful
companies is different compared to unsuccessful companies.

The results show the effect of air and environmental pollution factors on shareholders' loss aversion in water-
intensive industries; it is different from low consumption industries. The adjusted coefficient of determination shows
that the independent variables are able to explain 70% and 58% of the changes in the dependent variable in
successful and unsuccessful companies, respectively. These results can be explained in line with the efficient market
hypothesis, the efficient market hypothesis is based on the assumption that investors are rational and use all available
information for intrinsic valuation of securities. In the financial markets, this information can be reflected in the
form of signs, news and forecasts from inside or outside the company and cause reactions and thus changes in
financial factors. One of these types of information is the news related to environmental issues and air pollution of
companies, which attracts the attention of more and more people every day. One of the hypotheses of efficient
capital market is that investors react rationally to new information, but the type of people’s reaction to published
information is different and in some cases their reaction to new information is not completely logical. It seems that
people under the influence of psychological, behavioral and social factors show different reactions to new
information and cause anomalies, including changes in the level of loss aversion of shareholders.

Conclusion

As a general conclusion, it can be concluded that the environmental components and air pollution have an effect on
the self-confidence and loss aversion of the shareholders. These results can increase the understanding and
knowledge of investors and researchers in the field of capital market, and in the light of such knowledge, it is
possible to identify other factors that have the ability to explain changes in shareholders' self-confidence and loss
aversion.

The practical results of this research can be of interest to two general groups, the first group is the users of financial
information, which include investors, creditors, managers and audit firms, this group is actually those who directly
deal with financial results and results. The results of the companies' performance are related, and the second group
are researchers, policy makers and compilers of accounting standards or institutions such as the stock exchange,
who are interested in economic and financial issues.
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Public Environmental Awareness
The efficient markets hypothesis (EMH)
Average temperature

Air Quality Index

Average humidity

Cloud cover ratio

CO2 Environmental Pollution Index
Environmental destruction
Leverage

10. Autoo- correlation

11. Fisher

12. T Student

13. Durbin-Watson
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