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Abstract:

The Effect of the Auditor's Opinion on the Going Concern of the
Entity on the Stock Prices of the Audit Client and Competing
Companies (An Experimental Study)

Purpose: This study aims to test the affect of the modified auditor’s opinion on the Going
Concern of the entity (the independent variabie), on each of the auditing client's stock
prices, and competing companies (the two dependent variables), and fo lest the effect of
three modified variables on this relationship, which are: Qualification Scientific,
professional quaiification, and experience of financial analysts.

Study design/methodology/approach: To achisve the objectives of the research, and
test its hypotheses, the experimental methoo was used. The tools and procedures of the
experimental study include two experimental cases, include two parts, the first: If aims to
idenlify some of the characterstics of the financial analysts participating in the experiment.
The second: aims to describe the company, by presenting the comparative financial
statements for the year 2019 and the supplemenitary, as well gs including two auditor's
reports. First: Does not include a modified opinion on continuity. The second includes a
madified opinion on going concern, in accordance with internationai Standard on Auditing

570 (Revised),
Sample and data: The study population consists of financial analysts, members of the
CFA Society Egypt, as they are one of the most important groups related fo understanding
the topic of research. A selective contrel sample was laken from this population,
amounting to 100 individuals, and the experiment was applied to them.

Results: The research concluded that the auditing client's share prices decrease when
the auditor issues a modified opinion on the Going Concem, and the effect of the revised
auditor's opinion on the Going Concern on the share prices of the audit client does pot
differ according to each of the scisntific qualification, professional quafification or the
expefience of the analyst financial as modifying variables on this relationship! The study
also concluded that the share prices of competing companies do not rise wien an auditor
of another company in the same industry issues a modified opinion or continuity, ang ihe
impact of the auditor's modified opinion on the Going Concern of the entity on the share
prices of competing companies does not differ according to each of the scientific
gualification or professional gqualification or The experience of the financial analyst, as

modifying variables on this relationship.

Originality/value: This study is one of the few siudies that used the Experimental Study,
to show the impact of the modified auditor's opinion on the Going Concern of the entity on
each of the audited client's share prices. It is also one of the first studjes that sought to
show the impact of the modified auditor's opinion on the continuity of the enterprise on the
share prices of competing comparies.

Research fimitations: The results of this study are based on the context of only one
country, "Egypt’. In addition, parficipants in the Expetimental Study made Jjudgments
about their expectations about stock prices, and did not make actual jnve stment decisions.
In addition, an opinion on going concerm is usually issued at the sarme fime as other
information reialed to share pricing, such as financial siatements. Consequently, it may
he difficult to separate the effects of other information issued in confunction with the audit

cpinion.
Keywords: ISA 570 (Revised); Going Concern Modifications (GCMS}, Going Concern
Opinions (GCOS): Stock Prizes of Audiied Clien: Competing Companies,
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