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over reaction of investors against sustainability of the companies’ past
performance criteria

Abstract:

In the current world, decision making process is the most significant part of investment,
in which investors need to make the most optimal decisionsin order to maximize their
benefits and wealth. In this respect, the most prominent factor for decision making
process is to obtain information, such as companies’ past performance information.
Such data could have major effect on this process, and lead people to make various
decisions.

The present articlestudied the over reaction of investors against sustainability of the
companies’ past performance criteria (Stability in sales growth, Profit , Cash Flow ,
Returns ) in long term and short term periods within 4 hypotheses.

The study is conducted in eight years as of 2002 through 2010and its case study is the
companies accepted in Tehran Stock Exchange. In this paper stock return changes of
companies within periods of portfolio development and examination are compared and
evaluated. . The hypotheses of this research were assessed using t student statistics test
on 95% level of significance. The obtained results primarily indicate that investors
induce extreme reaction against sustainability of above mentioned performance criteria.

Keywords: sustainable companies, portfolio development period, portfolio evaluation
period
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