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Abstract:

This study aimed to evaluate the effects of integrated reporting disclosure quality on financial performance, the value
relevance of accounting information, abnormal stock returns, and earnings quality among companies listed on the Iraq Stock
Exchange. This applied study employed a quantitative, descriptive-correlational design. The required data were extracted
from audited financial statements, annual reports, and trading information of companies listed on the Iraq Stock Exchange
between 2018 and 2024. The research hypotheses were tested using multivariate panel-data regression models. The F-Limer
test confirmed the superiority of panel-data models over pooled regression, while the Hausman test supported the
application of fixed-effects estimators. Given the presence of heteroscedasticity and cross-sectional dependence, robust
estimators and generalized least squares procedures were employed to improve the statistical reliability of the estimates.
Integrated reporting quality had a positive and statistically significant effect on corporate financial performance ($=0.284,
t=4.917, p<0.001). It also significantly enhanced the value relevance of accounting information ($=0.317, t=5.284, p<0.001)
and abnormal stock returns (=0.294, t=4.863, p<0.001). The interaction between integrated reporting quality and earnings
per share was positive and significant (=0.176, p=0.002), indicating that higher disclosure quality strengthened the
information content of reported earnings. Moreover, the interaction effects of integrated reporting quality with discretionary
accruals (B=-0.187, p=0.001) and income smoothing (f=-0.172, p=0.001) were negative and significant, demonstrating that
high-quality integrated reporting reduced earnings-management practices and improved earnings quality. High-quality
integrated reporting improves corporate economic performance and capital-market informational efficiency by enhancing
transparency, reducing information asymmetry, and constraining opportunistic managerial behavior. Accordingly, developing
standardized and enforceable integrated reporting frameworks may strengthen earnings reliability, investor decision-making,
corporate accountability, and the overall efficiency of the Iraqgi capital market.
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Extended Abstract

Introduction

The growing complexity of modern business environments, the increasing importance of intangible resources, and the
expansion of stakeholder information needs have exposed the limitations of conventional financial reporting. Traditional
financial statements primarily emphasize historical, monetary, and short-term performance indicators and therefore do not
fully explain how companies create, preserve, or erode value over time. In contemporary capital markets, firm value
increasingly depends on nonfinancial factors such as human capital, innovation capacity, governance quality, stakeholder
relationships, strategic resilience, risk management, and environmental and social performance. Integrated reporting has
emerged in response to these limitations by combining financial and nonfinancial information within a connected framework
that explains the relationships among organizational strategy, governance, business models, resources, risks, opportunities,
performance, and future prospects. A systematic review of the literature indicates that integrated reporting has developed
into a major field of corporate reporting research, particularly in relation to transparency, sustainability, governance, and
long-term value creation (Soriya & Rastogi, 2022).

Integrated reporting quality refers not merely to the volume of disclosed information but to its relevance, reliability,
completeness, conciseness, comparability, connectivity, and forward-looking orientation. High-quality integrated reports
enable investors to understand how financial and nonfinancial factors interact and how managerial decisions affect short-,
medium-, and long-term value creation. Evidence from emerging Asian banking markets suggests that integrated reporting
disclosure quality varies substantially across firms and is influenced by institutional context, corporate governance, and
organizational characteristics (Rossa & Lestari, 2025). Governance mechanisms, particularly board structure and monitoring
quality, have also been identified as major forces shaping integrated reporting quality (Yahaya, 2025). From an agency-theory
perspective, stronger boards and more effective monitoring mechanisms can reduce managerial opportunism, improve
accountability, and increase the credibility of integrated disclosures (Vitolla, Raimo, Rubino, et al., 2020). In financial
institutions, integrated reporting quality is likewise influenced by governance arrangements, firm size, reporting capacity,
and internal control structures (Vitolla, Raimo, & Rubino, 2020).

The informational value of integrated reporting is particularly important in environments characterized by high
information asymmetry, weak voluntary disclosure, and elevated uncertainty. Forward-looking disclosure regarding risks,
opportunities, strategy, and resource allocation can enhance the transparency of integrated reports and improve investors’
ability to assess future performance (Shabram & Abboud, 2024). Risk disclosure is especially relevant in financial and banking
sectors, where credit, liquidity, operational, and market risks directly influence profitability and stability. Content-analysis
approaches to credit-risk disclosure demonstrate that disclosure quality depends on the comprehensiveness, clarity, and
decision usefulness of information provided to users (Scannella & Polizzi, 2021). Accordingly, integrated reporting may
improve the informational environment by placing risk information within the broader context of business strategy,
governance, performance, and value creation.

Previous banking research has demonstrated that credit risk, liquidity risk, and operational risk are closely associated with
institutional stability and financial performance. Evidence from banks listed on the Tehran Stock Exchange indicates that
these risks may significantly affect financial stability (Shakeri Kardar, 2023). Reciprocal relationships among liquidity risk,
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independently (Sargolzaei, 2023). Studies conducted on Iragi banks similarly indicate significant relationships among credit
risk, liquidity, and profitability (Habib Makki Al-Harbi, 2022). Moreover, simultaneous exposure to liquidity and credit risks
can weaken banking stability (Radfar et al., 2019), while the relationship between these two risks may intensify financial
vulnerability (Jalili Khajeh Pasha, 2020). Research on private banks has further shown that the structure of assets, liabilities,
and funding sources plays an important role in determining liquidity risk (Khalili Araghi et al., 2019).

Accurate risk measurement is therefore essential for meaningful disclosure. Comprehensive liquidity-risk models indicate
that multiple financial and structural indicators are required to evaluate exposure effectively (Azari et al., 2022). Likewise,
machine-learning techniques such as support vector machines and decision trees have shown that credit risk is influenced by
a broad set of financial and nonfinancial characteristics (Dadashi et al., 2020). Effective management of credit and liquidity
risks is also important for preventing banking crises (Ghaemi, 2020), while nonlinear evidence suggests that the effect of such
risks on banking stability may vary across different risk levels (Goudarzi Farahani et al., 2022). Credit and liquidity risks may
also reduce banking stability by increasing default probability and weakening distance-to-default and Z-score measures (Jalili
Fard et al., 2023). In addition, bank stability is negatively affected by credit and liquidity risk exposure (Setiawan et al., 2021),
although governance quality may moderate the relationship between risk and performance (Maran Jouri, 2021). At the
macroeconomic level, financial stability is positively related to economic growth, reinforcing the broader importance of
transparent and reliable corporate reporting (Tankuva, 2018).

Despite the growing literature on integrated reporting and financial risk, limited empirical evidence is available regarding
the effect of integrated reporting quality on financial performance, the value relevance of accounting information, abnormal
stock returns, and earnings quality in the Iraqgi capital market. The Iraq Stock Exchange provides an important setting because
listed companies operate under conditions of institutional transition, market volatility, varying disclosure practices, and
relatively high information asymmetry. Therefore, this study aimed to evaluate the effect of integrated reporting disclosure
quality on financial performance, the value relevance of accounting information, abnormal stock returns, and earnings quality
among companies listed on the Iraq Stock Exchange.

Methods and Materials

This applied study used a quantitative, descriptive-correlational research design. The statistical population consisted of
companies listed on the Iraq Stock Exchange during the period from 2018 to 2024. The required data were extracted from
audited financial statements, annual reports, corporate disclosures, and stock-market trading information. After applying the
inclusion and screening criteria, eligible firm-year observations were organized as panel data.

Integrated reporting disclosure quality was treated as the main independent variable. The dependent variables included
return on assets as an indicator of financial performance, market value per share as an indicator of the value relevance of
accounting information, abnormal stock returns, discretionary accruals, and income smoothing as indicators of earnings
quality. Corporate governance and financial control variables included board independence, board size, CEO duality,
institutional ownership, firm growth, firm size, financial leverage, book value per share, earnings before interest and taxes
per share, return on equity, cash holdings, property, plant and equipment, audit committee independence, and number of
employees.

Descriptive statistics were used to summarize the distribution of the variables. Skewness, kurtosis, and the Jarque—Bera

test were used to examine normality. White and Breusch—Pagan tests were applied to detect heteroscedasticity, while the
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Durbin—Watson statistic was used to assess serial correlation. The Lagrange Multiplier test was employed to determine the
presence of panel effects, and the Pesaran CD test was used to examine cross-sectional dependence. The Pedroni test
assessed long-run cointegration among the variables. The F-Limer test was used to choose between pooled and panel
estimation, and the Hausman test was applied to select between fixed- and random-effects models. Because
heteroscedasticity and cross-sectional dependence were detected, robust standard errors and generalized least squares
procedures were used. The hypotheses were tested through multivariate fixed-effects panel regression models.

Findings

The mean integrated reporting quality score was 0.642, indicating a relatively favorable disclosure level among the
sampled companies. The mean return on assets was 0.084, while the mean market value per share was 4.517. The mean
discretionary accruals and income-smoothing scores were 0.081 and 0.746, respectively. The Jarque—Bera test results were
nonsignificant for all variables, supporting normality.

White and Breusch—Pagan tests indicated heteroscedasticity in all models, whereas Durbin—Watson statistics ranged from
1.876 to 2.114, suggesting no serious autocorrelation. The LM test confirmed panel effects in all models. The Pesaran CD test
indicated significant cross-sectional dependence, while the Pedroni test confirmed long-run cointegration. The F-Limer test
supported panel estimation, and the Hausman test selected fixed-effects models for all hypotheses.

In the first model, integrated reporting quality had a positive and statistically significant effect on financial performance
(B=0.284, t=4.917, p<0.001). Its standardized coefficient was 0.391, representing the strongest positive effect in the model.
Board size, board independence, institutional ownership, firm growth, and firm size also had positive effects, whereas CEO
duality and financial leverage had negative effects. The model explained 64.7% of the variance in return on assets (R>=0.647,
adjusted R?=0.621), and the overall model was significant (F=24.386, p<0.001).

In the second model, integrated reporting quality positively affected the value relevance of accounting information
(B=0.317, t=5.284, p<0.001). Its standardized coefficient was 0.418, which was the largest positive coefficient in the model.
Book value per share, earnings before interest and taxes per share, return on equity, cash holdings, property, plant and
equipment, firm size, audit committee independence, and number of employees also had positive effects. Financial leverage
and CEO duality had negative effects. The model explained 69.2% of the variance in market value (R?>=0.692, adjusted
R?=0.668) and was statistically significant (F=28.714, p<0.001).

In the abnormal-return model, integrated reporting quality had a positive and significant effect on abnormal stock returns
(B=0.294, t=4.863, p<0.001). Earnings per share and lagged earnings per share also had positive effects. The interaction
between integrated reporting quality and earnings per share was positive and significant (B=0.176, t=3.184, p=0.002),
indicating that integrated reporting quality strengthened the information content of earnings. This model explained 67.3% of
the variation in abnormal returns (R?=0.673, adjusted R?=0.648).

The discretionary-accrual model showed that discretionary accruals negatively affected abnormal returns (B=-0.241, t=-
4.318, p<0.001). The interaction between integrated reporting quality and discretionary accruals was also negative and
significant (B=-0.187, t=-3.562, p=0.001). The three-way interaction involving integrated reporting quality, discretionary
accruals, and market value was negative and significant (B=-0.104, p=0.024). The model explained 65.1% of the variance

(R?=0.651, adjusted R?=0.629).
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Income smoothing also had a negative and significant effect (B=-0.196, t=-3.874, p<0.001). The interaction between
integrated reporting quality and income smoothing was negative and significant (B=-0.172, t=-3.291, p=0.001), while the
three-way interaction with market value was also negative and significant (B=-0.093, p=0.042). This model explained 66.4%
of the variance (R?=0.664, adjusted R?=0.641).

Discussion and Conclusion

The results demonstrate that integrated reporting disclosure quality contributes significantly to corporate financial
performance, market valuation, abnormal stock returns, and earnings quality. High-quality integrated reports provide
investors with a more coherent understanding of the relationships among financial results, strategic priorities, governance
structures, risks, resources, and future value-creation capacity. This broader information set reduces uncertainty and enables
capital providers to evaluate corporate performance more accurately.

The positive relationship between integrated reporting quality and return on assets suggests that transparency is not
merely a reporting outcome but may also reflect more disciplined management, improved resource allocation, and stronger
internal coordination. Companies that integrate financial and nonfinancial information are more likely to identify the long-
term consequences of strategic decisions and to allocate resources in accordance with organizational priorities. The positive
effects of board independence, board size, and institutional ownership further indicate that stronger governance mechanisms
support both reporting quality and financial performance.

The positive effect on the value relevance of accounting information indicates that integrated reporting improves the
interpretability of traditional accounting measures. Earnings and book values become more useful when investors can assess
them alongside information about risk exposure, business models, governance, and strategic prospects. Integrated reporting
therefore does not replace financial reporting; rather, it increases the explanatory power of accounting information by
providing a broader decision context.

The positive relationship between integrated reporting quality and abnormal stock returns suggests that the market
rewards transparent and comprehensive disclosure. The significant interaction between disclosure quality and earnings per
share confirms that investors respond more strongly to reported earnings when the surrounding reporting environment is
credible and informative. Thus, integrated reporting strengthens the informational content of earnings and facilitates more
efficient stock-price reactions.

The negative relationships involving discretionary accruals and income smoothing demonstrate that earnings-
management practices reduce information quality and weaken market confidence. The significant interaction effects show
that integrated reporting quality constrains opportunistic reporting behavior. By requiring greater consistency between
financial outcomes, nonfinancial performance, strategic explanations, and risk disclosures, integrated reporting makes
artificial earnings manipulation more detectable and less sustainable.

Overall, the findings confirm that integrated reporting is an effective mechanism for improving transparency, reducing
information asymmetry, strengthening corporate governance, limiting earnings management, and enhancing capital-market
efficiency. For companies listed on the Iraq Stock Exchange, the development of standardized and enforceable integrated
reporting practices could improve investor confidence, increase the reliability of accounting information, support more

efficient resource allocation, and strengthen the economic performance of listed firms.
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