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ABSTRACT: This applied study aims to investigate whether the opinion conveyed by the audit’s reports differs in effect on the 

stock price, return, and liquidity. A market-based study conducted on the qualified and nonqualified audit opinion of the 

shareholding companies in Jordan during the period 2009 to 2017. This study concludes that there is a significant positive 

difference between the abnormal average return after and before the announcing date of the unqualified report, while qualified 

report shows no difference with negative sign. The audit reports do not have a direct or substantial impact on the stock price 

and return on or after the calculation window. The auditing opinions affect the liquidity of each share in the study sample 

regardless of the audit report type. This conclusion may indicate that audit report users do not understand or appreciate its 

significance. The researchers suggest investigating the users' trust in the audit report, as users’ mistrust of the audit process 

may be one of the factors for the lack of information content in the audit report. The present research is original; it gives new 

proof of the disparity between qualified and unqualified audit reports in a developing world in terms of share price, return, and 

liquidity. 
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INTRODUCTION 
The increasing growth in the awareness of the users of 

financial statements of the importance and responsibility of 

the auditor, and the growing sense on the part of the financial 

markets of the need to protect the interests of investors, have 

helped to increase the importance of the auditors’ reports. 

Since the external auditor’s report links the communication 

between the auditor and users of financial statements [1].  

Financial accounting provides users of financial statements 

with reliable data usable for their economic decision-making. 

To make this data more reliable for such tasks, an 

independent and efficient body that presents a neutral 

technical opinion concerning the impartiality of these 

financial statements should be present. This body, in the form 

of an independent external auditor, could increase the 

confidence of users towards the financial statements, by way 

of an audit process. In this regard, the external auditor 

executes the checking and investigation process. Then, a 

report is issued. Relevantly, the opinion paragraph is regarded 

as a very important paragraph in the independent external 

auditor's report. Specifically, the paragraph contains the work 

summary and the result of the auditor as presenting a 

qualified or unqualified opinion or prevents them from 

expressing an opinion [2].  

When an individual is making economic decisions, his/her 

dependency on financial statements is usually associated with 

the type of external auditors report and the obtained result. In 

this regard, all opinions presented by the external auditor may 

affect the economic decision of the individual. It is worth 

noting that the external auditor's report will increase the 

credibility of these financial statements, which will increase 

the confidence of the users of these financial statements. The 

fact that the external auditor’s report gives signals to the users 

about the company’s well-being can affect the amount of 

investment made in the company, which in turn will affect 

the company’s shares, especially in terms of prices and 

liquidity. 

However, there are some problems facing the auditing 

profession. The major problem among them is the gap of 

expectation. Particularly between the expectation of the 

international auditing standards and what society expects 

from the external auditor. This may influence the level of 

reliance of users of financial statements towards the 

independent external auditor's report [3]. This is in addition 

to the inconsistency in the results of previous studies, as some 

of these studies concluded that there is a correlation or a 

positive effect between the auditor’s opinion on the returns, 

prices and liquidity of stocks [4,5,6,7,8], and some of them 

concluded that there is a negative effect [4,9,10,11] and 

others decided that there is no effect [12,13, 14, 15].  

This study is worth executing because decision-making is a 

process that requires relevant information. Notably, the audit 

report with no information content will make the report 

insignificant for stock prices, liquidity, and economic 

decisions, and thus, the audit process becomes questionable. 

As such, this study offers valuable information on the audit 

report and the audit process, and therefore, this study is of 

value to the auditing profession, investors, creditors, and 

other users as well. Among users of financial statements in 

Jordan especially, this study is highly beneficial because the 

demand for audit services in Jordan is increasing, and so are 

the expectations towards the auditors. 

Companies and investors may find this study valuable 

because it improves the worth of the company. Through the 

value of the audit report affecting the stock prices and 

liquidity of the company. This will satisfy the clients better in 

terms of their information needs. As will increase the 

investors’ ability to evaluate the company’s shares in terms of 

prices and liquidity. 

Accordingly, the aim of this study is to examine the qualified 

and unqualified reports of the external auditor on the prices 

and liquidity of shares of companies listed in the Amman 

Financial Market (ASE). For the purpose, the reaction of 

investors towards the data of companies listed on the Amman 

Financial Market that received qualified/unqualified opinions 

is examined. Henceforth, this study would attempt to answer 

the following questions: 

1. Does a qualified external auditor's report affect the 

share prices of companies listed on the ASE whose 

data have received qualified/unqualified opinions? 
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2. Does a qualified external auditor's report affect 

liquidity of the shares of companies listed on the ASE whose 

data have received qualified/unqualified opinions? 

3.  

LITERATURE REVIEW 
Qualified opinion: 

A qualified opinion is offered if there exists an impacting 

issue by a narrowing of the scope of the audit [16]. In this 

regard, annual reports with the inclusion of an auditor's report 

will be seen as reliable. Additionally, opinion is provided 

because albeit the presence of mistakes and errors, they have 

no effect on the general impartiality of the financial 

statements, providing that: (i) the presentation of the financial 

statements follows the Government Accounting Standards, 

(ii) the constructed/established Internal Control System is 

adequate, and (iii) all transactions are compliantly performed 

[17]. 

Share prices: 

In general, the decision of investing in stocks of certain 

companies requires the capability in analyzing more in-depth 

the factors affecting unpredictable movements [18]. These 

factors result from the fundamental analysis of financial 

statements, as can be exemplified by certain ratios that 

measure the company performances, in order to increase the 

knowledge on judgment in stocks investment [19]. Equally, 

[20] highlighted the need to comprehend the macroeconomic 

factors as well, as they may change the share prices directly 

or indirectly. Share prices fluctuate all the time, and as 

mentioned by [21], these fluctuations are impacted by many 

factors. 

Equity Liquidity: 

Liquidity is characterized as the extent to which a security or 

asset can be purchased or sold in the markets without 

influencing the asset’s price [22]. Liquidity is described by an 

abnormal state of exchanging action. Resources that can be 

effortlessly purchased or sold are called liquid assets [23]. 

Another definition is the capacity to change over an asset to 

cash rapidly. Likewise, it is known as “marketability”. There 

is no particular liquidity equation. Liquidity is regularly 

ascertained by utilizing liquidity ratio [24]. [25] characterizes 

liquid assets as “resource is fluid in the event that it can be 

changed over into cash rapidly and requires little to no cost”. 

The later definition described the real-world process of assets 

liquidation [26]. 

As highlighted previously, the main purpose of accounting is 

to present users with data that are both fitting and credible for 

making economic decisions. Further, the audit process makes 

financial statements more reliable to users. Conversely, 

financial statements that are unaudited are devoid of 

reliability. As such, in published financial statements, the 

external auditor's report becomes an important part, as it 

bridges the communication between the auditor and the users. 

In the process of making economic decisions, the use of 

financial statements is affected by the external auditor’s 

report and the accreditation level. In this regard, the level of 

accreditation is based on the content of the external auditor's 

report especially concerning the opinion provided in these 

reports. 

The present study attempts to investigate the reaction of users 

of financial statements (the investors). This study examines 

the reaction of those investors towards the qualified and 

unqualified external auditor's report. Further, the degree to 

which users of audited financial statements depend on the 

external auditor's report when making economic decisions is 

examined as well. This relates to their investment in 

companies listed on the Amman Financial Market. 

The relationship between qualified report and the price of 

shares listed on the Amman Financial Market 

The relationship between the external auditor's report and 

shares of companies has been examined in many studies, but 

the results have been inconclusive. For instance, a study 

carried out by [27] looked into the impact of the qualified 

opinion of the external auditor on the share prices and market 

return among Jordanian companies from 1991 to 1994. From 

the achieved results, the author concluded a negative impact 

of conservative external auditor's report on the stock prices 

and market return, at a significance level of 0.10. 

In a comparable study, [9] examined the impact of qualified 

opinions of the external auditor’s on stock prices among 

companies listed on the Amman Stock Exchange. In this 

study, the opinions were revised and categorized as qualified 

and unqualified reports. This study covered a period between 

2002 and 2007; involving 36 companies. The obtained data 

comprised a conservative report. In view of that, 17 

companies received unqualified opinions with an explanatory 

paragraph on their data. From the results, the study concluded 

a statistically significant negative impact of the opinions of 

the qualified auditors’ reports on the share prices overall. 

This study reviewed past studies that examined unqualified 

accounts with an explanatory paragraph on stock prices. In a 

related study, [4] looked into the impact of qualified reports 

on the share price and return. The authors concluded a 

statistically significant impact of a qualified external auditor's 

report on the share price. Among companies in Croatia and 

Slovenia, [5] relevantly examined return on the share to 

examine the impact of the external auditor's opinion on stock 

prices, and concluded a statistically significant effect 

imparted by the opinion of the external auditor on stock 

prices. 

The impact of auditing quality on the share prices of 

companies has been examined in several studies. In this 

regard, the quality of auditing has been found to enhance the 

confidence of investors towards the data of those companies 

that engage audit firms that give services of high quality. For 

instance, involving companies listed on the Amman Financial 

Market, the study of [28] examined the effect of audit quality 

on the stock prices of the examined companies. The results 

showed a statistically significant impact of auditing quality 

on stock prices. According to the researcher, the quality of 

financial performance is impacted by the auditing quality, 

which will influence stock prices. 

In a related study among companies listed on the Nigeria 

Stock Exchange, [6] examined the effect of audit quality on 

the share prices. Where audit quality was gauged using audit 

firm size, audit fees and audit period. From the results, the 

authors deduced a significant impact of audit quality on stock 

prices. 

Despite the availability of standards and rules that govern the 

auditing profession, the opinion of the external auditor 

appears to have no impact on the stock prices. Furthermore, 
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scholars have pointed to the controversies concerning the 

accountabilities and duties shouldered by the external auditor 

following the issues concerning deception and manipulation 

in the financial statements of companies or failure in 

discovering such deception and manipulation by the external 

auditor. Equally, the external auditor would become the 

subject of interest when a company is facing bankruptcy, as 

in, “Where is the external auditor?” 

The discussion above is demonstrating a gap in expectation, 

particularly a gap between what the society expects from the 

auditor and the requirement of the international auditing 

standards towards the external auditor [16]. In a related study, 

[29] mentioned the significance of the service provided by 

the external audit of the financial statements. Nonetheless, the 

profession of auditor has been criticized especially when 

failure arose. In other words, the value provided by the 

external auditor's report is subject to criticism. The authors 

accordingly investigated the impact of the external auditor's 

report on the stock prices in Colombo market, and concluded 

the impact of the opinion of the external auditor on prices. 

Relevantly in Jordan, [13] examined the effect of qualified 

audit reports on the share price and return. Using data from 

the period between 2000 and 2005, the authors concluded no 

significant impact of the qualified report on the price and 

earnings per share. Further, among American companies, [10] 

looked into the impact of qualified opinion of the external 

auditor on the market value of shares and on the cost of debt. 

The results showed no significant impact of qualified opinion 

of the external auditor on the market value and the cost of 

debt. The author reported that during decision-making, 

investors and creditors see no weight in a qualified auditor's 

opinion, but the author linked the result to the nature of the 

study sample. 

Similarly, in their study among banks in Andalusia, [15] 

examined the impact of total distributed cash dividends, 

company size, and the opinion of the external auditor on the 

stock prices. The obtained results showed no impact of 

company size and the opinion of the external auditor on stock 

prices. Using companies in Tunisia as a sample, [14] 

examined the impact of qualified opinion of the external 

auditor on stock prices. The results led to the conclusion that 

the qualified auditor’s opinion did not affect stock prices. 

Qualified opinion and liquidity of the stock 

Through financial accounting, users are provided with 

dependable data for making various economic decisions. 

Notably, the reliability of financial statements greatly affects 

users of financial statements. Furthermore, the display of 

financial statements and data reading ability affect the 

investor’s decision to invest. In addition, ease of reading 

financial statements affects the investment decision, and 

hence, the liquidity of company's shares. 

[11] in their related study looked into the effect of the annual 

report on the liquidity of the company's shares. The results 

led the authors to conclude that the difficulty in reading the 

annual reports negatively affects the capability of investors in 

analyzing the information found in the annual reports. In turn, 

investors become less ready to trade in the company's shares. 

Thus, the liquidity of the stock is impacted. 

Pertinently, within the banking sector in Turkey, [7] studied 

the impact of the opinion of the independent external auditor 

on the investment decision. In this study, the authors 

mentioned the value of the opinion provided by the 

independent auditor’s opinion in decreasing information risks 

and increasing its reliability. This becomes the basis for 

financial statements users in their economic decision making 

process. The effect of the independent auditor’s opinion on 

the investment decision was examined in this study, and the 

authors concluded the presence of impact of the opinion of 

the independent auditor on the investment decision. 

[8] examined the degree of share liquidity correlation with 

the choice of the external auditor with determining the value 

of the audit fees. For the purpose, competent auditors such as 

those from the Big 4 audit firms were selected in this study. 

The author indicated that charging audit firms for high sums 

will lead to higher quality of auditing, and that this is linked 

to the company's liquidity, considering that the company's 

liquidity has to be linked to respectable auditing firms, for 

instance, the Big4 audit firms. 

Research hypothesis 

Derived from the previous studies, research problem and its 

objectives, this study appraises the following hypotheses: 

 Ha1: There is a significant difference of the impact between 

the two types of auditing report (qualified, and unqualified) 

on the stock price. 

 Ha2: There is a significant difference of the impact between 

the two types of auditing report (qualified, and unqualified) 

on the stock liquidity. 

METHODOLOGY 
This applied study aims to investigate whether the opinion 

(information content) conveyed by the auditor's reports 

differs in effect on the stock price, return, and liquidity. 

Therefore, a quantitative approach was used using real data 

collected from the Amman Financial Market. To test the first 

hypothesis, capital gain yield used to calculate the daily stock 

return considering the changes in the daily stock price [26, 

29]. Dividend was excluded from the equation, because 

announcing and releasing earning dates vary between 

companies.    

 
Where P0 is the initial stock price, P1 is the stock price after 

the first period. 

The market return was computed considering the general 

index (100) using the following equation:  

 
Where Rmt means the market return on time t, Ipt , Ip t-1 mean 

the index price on time t and t-1 respectively. 

In order to calculate the abnormal return per share, a market 

model is needed to find out the expected return per share. To 

calculate the expected return, daily stock prices along the 

study period (2009-2017) were used. 
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Where i,t is return on share i on time t, αi is constant value, 

βi is the correlation coefficient with the market portfolio 

which also represent the systematic risk of stock i, Rmt is the 

return on the market portfolio [30],and еi,t is the abnormal 

return of stock i on time t according to [9]. 

The daily abnormal returns per share in the study sample 

were used to compute the average abnormal return per share 

during the test period to avoid the influence of noise affecting 

share price movement. 

 
 where 

 
is the average abnormal return of stock i, and n is 

the number of periods.  

To test the second hypothesis, estimating the stock liquidity is 

essential. Thus, a daily percent bid-ask spread is used as an 

acknowledged measure of liquidity expenses in return 

exchanged; especially the brokerage firm commissions do not 

fluctuate with the length of time taken to finish a transaction 

in ASE [26]. 

 
The auditor report is a negative binary variable measured by 

non-quality (0) and quality (1) report. A decrease in abnormal 

bid-ask spread predicts a reduction in information asymmetry 

[31]. 

Scope of the research 

This study concentrates on the conservative and non-

conservative audit reports of the shareholding companies 

listed in ASE in Jordan during the period 2009-2017. The 

study covered all companies listed in ASE that have an audit 

report disclosed on a clear date. The researchers surveyed the 

reports of all listed companies in ASE from all sectors 

looking for the qualified (conservative) and unqualified (non-

conservative) reports. The number of the companies in each 

sector is shown in Table 1. 

Table 1: The study population of listed companies 

Sector NO. of Co. #  Co. with 

qualified reports 

# Co. with 

unqualified 

reports 

Financial 107 27 13 

Services 55 13 10 

Industry 47 16 10 

Total 209 56 33 

After surveying the reports of all listed companies, it was 

found that 56 of them had a conservative reports, and 33 had 

a non-conservative reports on their financial reports during 

the period 2009-2017. However, a number of companies were 

excluded from the study sample referring to the following 

reasons: 

● Stock prices were not available for an 8-year’s 

period. 

● Have no audit reports for an 8-year's period. 

● Unclear declaration dates. 

Therefore, 74 companies remain to be entered into analysis as 

their auditing reports, disclosing dates and information about 

stock prices were available through the estimation and test 

period. 

Estimation and test periods 

The estimation period gauged over the trading period that 

spanned eight years and was used to estimate the dependent 

study variables that consisted of the stock's return and 

liquidity. According to [32,33], Thuneibat et al., (2008), the 

test period spanned 7 days before and after the disclosing date 

of the audit report by ASE. 

The test period is the period surrounding the announcement 

of the desired event (audit report). The method of studying 

the event depends on the collection of shares’ abnormal 

returns. The length of this period may vary from one study to 

another. In this study the researchers relied on a test period 

lengthen 21 days (10 days before announcing the event, 10 

days after announcing the event, and day 0, when the event 

under consideration is announced) in order to gauge the event 

effect, following [9]. 

Data collection and treatment 

To achieve the objectives of the study, the researchers 

collected the following information: 

 The qualified reports issued by the auditors for the 

period 2009-2017 for all shareholding companies who 

have their reports disclosed with the ASE. 

 The dates of receiving the qualified reports by the ASE. 

 Daily prices of companies’ securities for the period 

surrounding the date of delivering the financial 

statements to the ASE for the period 2009-2017. 

 Daily indices of securities prices for the period 

surrounding the date of delivering the financial 

statements to the ASE for the period 2009-2017. 

DISCUSSION  
Different tests were used to test the first hypothesis that 

investigated the difference between the two types of auditing 

report (qualified 0, and unqualified 1) on the stock price. The 

abnormal return used as mentioned before to investigate the 

effect of the two types of auditing report on share prices and 

returns. The abnormal returns per share in the study sample 

were categorized into two groups, before and after 

announcing the auditor’s opinion. After splitting the file 

according to the opinion types, the independent sample T-test 

was run. The results in Table 2 showed that there is no 

difference in the abnormal returns (for each of the companies 

included in the study sample throughout the study period) 

between the companies that received a qualified opinion and 

the companies whose financial statements obtained an 

unqualified opinion, in terms of P > 0.05. The mean 

differences approximately are equal to zero. Consequently, at 

a confidence level of 0.95, the first hypotheses cannot be 

accepted.  



Sci. Int.(Lahore),33(4),285-292,2021 ISSN 1013-5316;CODEN: SINTE 8 289 

July-August 

Table 2: Independent Sample of AAR 

 Levene's Test t-test for Equality of 

Means 

 F Sig. t Sig. M. d 

AAR Before 2.199 .139 -1.509 .132 -.0015 

AARAt 5.730 .017 -1.206 .229 -.003 

AARAfter 9.644 .002 .521 .603 .0004 

  

At the same time, it is noticed that the value of t was 

negative for the companies’ abnormal return before the 

announcement, while it turned to positive after the 

announcement. Even if it is not significant, the unqualified 

opinion pushed the abnormal returns to be positive. This 

result is considered a novel one since it results from 

comparing between qualified and unqualified auditing 

reports. 

Using the paired sample T-Test of the abnormal return per 

share in the study sample, a comparison was made between 

the abnormal returns of shares before and after the 

announcement of the auditor’s opinion intended for each of 

the two variable categories, the auditor’s opinion.  

In Table 3, the results of unqualified opinion (0) indicate that 

there is a significant difference between the return and price 

of each share before and after announcing the auditor's 

opinions (declaration date), where the value of P-value is 

slightly less than 0.05. In addition, a positive difference of 

unqualified opinion noticed on the average of the abnormal 

return. This result violates [9]. However, there is no 

significant difference between the abnormal returns and 

prices of shares before and after the declaration date of the 

companies that gave qualified reports, where Sig. > 0.05and 

negative sign of t. This result agrees with [14,15,] and 

disagrees with [4, 5, 6, 7] that found a significant effect. Also, 

disagree with  [9,10] found a significant negative effect,  and 

[27] who found significant negative effect at Sig. equal to 

0.10. 

Table 3: Paired Sample of AAR 

Opinio

n 

AAR Mean Std. Dev. t Sig. 

0 After - efore .00165 .01114 2.02 .05 

1 After - efore -.0003 .01363 -.314 .75 

When studying the event during the test period that lengthens 

21 days (10 days before declaration date, day 0 , and 10 days 

after declaration date) to investigate the significant difference 

in the stock price and return between the days, ANOVA was 

used. From Table 4, it revealed that some AARs tend to be 

positive and others negative, meaning that the stock response 

trend is not obvious. Furthermore, the findings demonstrate 

that all P-values are higher than 0.05 for both qualified and 

unqualified reports, so that the first hypothesis cannot be 

accepted. It is concluded that the effects on the share and 

returns of qualified and unqualified audit’s report during the 

test duration are insignificant. 
Table 4: T-test results of the average abnormal return during 

the test period 

 Unqualified Report Qqualified Report 

Days Mean t Sig. Mean t Sig. 

-10 -.003 1.32 .198 -.002 -.595 .553 

-9 .000 -1.91 .058 .004 1.437 .153 

-8 -.003 0.028 .978 -.002 -.626 .532 

-7 .000 -1.47 .145 -.001 -.365 .716 

-6 -.002 -.229 .819 -.001 -.339 .735 

-5 .000 -1.16 .247 -.002 -.696 .488 

-4 -.002 -0.06 .953 -.002 -.616 .539 

-3 .000 -1.36 .177 -.003 -1.01 .313 

-2 -.002 -.107 .915 -.001 -.458 .648 

-1 -.002 -1.04 .300 -.001 -.468 .640 

0 -.002 -1.19 .237 .001 .467 .641 

1 .000 -.916 .361 .002 .796 .427 

2 .000 -.266 .791 .001 .368 .713 

3 -.001 .141 .888 .000 -.088 .930 

4 .002 -.555 .580 .000 -.015 .988 

5 .000 .832 .407 .001 .301 .763 

6 .001 -.260 .795 .002 .602 .548 

7 -.003 .370 .712 .002 .631 .529 

8 -.003 -1.66 .094 -.001 -.474 .636 

9 -.002 -1.93 .056 -.001 -.293 .770 

10 .000 -1.16 .238 .000   

 

Figure 1, which shows the AAR trend during the event time, 

shows the same conclusions. The two depicted in the figure 

show that the AARs fluctuate without a certain trend before 

and after the day of declaration (day 0). This result agrees 

with [12, 13]. 
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Figure 1: Average abnormal return during the event window 

These results lured the researchers to investigate the 

significant difference in returns for companies with qualified 

and unqualified audit reports between the years covered by 

the study. T-test was used. The result in Table 5(a,b) showed 

that the P- value is greater than the significant level for all 

years except two in the unqualified report i.e., 2012 and 2016, 

P-value equals 0.02 and 0.04, respectively.   

 
Table 5a: T-test results of the average abnormal return yearly 

Unqualified Report 

Year Pair 
Mean 

Diff. 

Std. 

Dev 
t Sig. 

2010 AARA-AARB -.0005 .0059 -0.24 0.82 

2011 AARA-AARB .0001 .0078 0.04 0.97 

2012 AARA-AARB .0042 .0071 2.63 0.02 

2013 AARA-AARB -.0006 .0117 -0.26 0.8 

2014 AARA-AARB -.0003 .0095 -0.16 0.88 

2015 AARA-AARB .00391 .0194 1.11 0.28 

2016 AARA-AARB .0031 .0080 2.19 0.04 

2017 AARA-AARB .0012 .0063 0.99 0.33 

 

Table 5b: T-test results of the average abnormal return yearly 

Unqualified Report 

Year Pair 
Mean 

Diff. 

Std. 

Dev 
t Sig. 

20

10 
AARA-AARB .0036 .0105 1.27 .23 

2011 AARA-AARB .0011 .0097 0.53 .61 

2012 AARA-AARB .0006 .0090 0.32 .75 

2013 AARA-AARB -.0026 .0184 -0.73 .47 

2014 AARA-AARB -.0025 .0098 -1.41 .17 

2015 AARA-AARB -.0012 .0163 -0.41 .69 

2016 AARA-AARB .00332 .0090 1.66 .11 

2017 AARA-AARB -.0038 .0281 0.40 . 07 

 

Testing the second hypothesis as shown in Table 6, the same 

results apply to the liquidity variable, as the P-value > 0.05 and 

the mean difference is close to zero. Therefore, the second 

hypothesis cannot be accepted which states that there is a 

difference between the qualified and unqualified opinion of the 

auditor on the liquidity of each share in the study sample. 

 
Table 6: Independent Sample of Liquidity 

 Levene's Test t-test for Equality of 

Means 

 F Sig. t Sig. 
Mean 

diff. 

Liquidity 0.001 0.973 -.935 .354 -.0078 

  

To examine whether the share’s liquidity differs from zero 

value in the qualified and unqualified reports, one-sample t-

test was conducted. As presented in Table 7, the liquidity 

values are significantly different from zero, P-value < 0.05 

for the qualified and unqualified opinion. The researchers can 

conclude that the auditing opinion reports affect the liquidity 

of each share in the study sample, where each share has 

liquidity exceeding the zero, regardless of the audit report 

type. This result agrees with [8], who found a correlation 

between the liquidity and the auditing quality. Also agrees 

with [7] which found a presence of impact of the opinion of 

the independent auditor on the investment decision. At the 

same time disagrees with [11], which found that the difficulty 

of reading the annual reports has a negative impact on the 

investors’ ability to analyze the information contained in the 

annual reports, which reduces the investors’ willingness to 

trade the company’s shares and thus affect the liquidity of the 

stock. 
Table 7: T-test of Liquidity 

Opinio

n 
t Sig. 

Mean 

Diff. 
Maxi Mini 

0 3.20 .007 .0254 .0083 .0425 

1 8.01 .00 .0331 .0247 .042 

 

CONCLUSIONS 
The audit report is the most critical aspect of the audit 

process and is the only means of contact between the auditor 

and the investors. Although the report represents the 

importance of the audit process, its impact is not transparent 

on decision-making and the findings of previous studies are 
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incomprehensible. In Jordan, an increasing interest is being 

seen in the external audit, which means that the majority of 

the companies in Jordan must recruit external auditors, 

irrespective of their type or size, to have their audited 

financial statements available to the public. Consequently, the 

purpose of this analysis is therefore to investigate whether the 

two types of the audit report introduce valuable information 

that guides the financial market investors in their investment 

decisions. The focus of this study directed towards 

investigating the effect and the differences of the two types of 

the auditing reports on stock prices, returns, and liquidity in 

Jordan. To do so, the study adopted the market-based study. 

The study period covered nine years (2009-2017). The test 

period extended 21 trading days (10 days before announcing 

the event, 10 days after announcing the event, and day 0, 

when the event under consideration is announced) to gauge 

the variability in the stock prices and returns. If the abnormal 

return has been reported on or near the announcing date, it 

may be an indication of a quality audit report’s information 

content. Until an abnormal return is reported, there could be a 

shortage of information content. 

The results of testing the research hypotheses show that there 

is a significant positive difference between the AAR after and 

before the announcing date of the unqualified report, while 

qualified report shows no difference with negative sign. In 

addition, the results of the analysis showed that some AARs 

are positive and others are negative, and that the trend of 

stock reaction is not apparent. Furthermore, the findings show 

that all P-value exceeds 0.050, which means the research 

hypothesis cannot be accepted, concluding that the audit 

reports do not have a direct or substantial impact on the stock 

price and return on or after the calculation window. For stock 

liquidity, we can conclude that the auditing opinion reports 

affect the liquidity of each share in the study sample, where 

each share has liquidity exceeding the zero, regardless of the 

audit report type. This conclusion may indicate that audit 

report users do not understand or appreciate its significance. 

Based on the conclusions, the researchers suggest 

investigating the users' trust in the audit report, as users’ 

mistrust of the audit process may be one of the factors for the 

lack of information content in the audit report. 

 

Acknowledgements 

The authors would like to thank the anonymous reviewers 

and all the editors involved in the process of manuscript 

revision. 

RREFERENCES 

[1]      Public Company Accounting Oversight Board 

(PCAOB). “The Auditor's report on an audit of financial 

statements when the auditor expresses an unqualified 

opinion and related amendments to PCAOB standards”. 

(2017). 

[2]    Arens,    A., Elder, R.J. and Beasley, M. “Auditing and 

Assurance Services”. 15
th

 ed. (New York: Prentice-

hall). (2015). 

[3]      Salehi, M. Evaluating effectiveness of external 

auditors' report: Empirical evidence from Iran. 

Pakistan Journal of Commerce and Social Sciences 

(PJCSS), 4(1), 69-83, (2010).) 

[4]  Moradi, M., Salehi, M., Rigi, M., and Moeinizade, M. 

“The effect of qualified audit report on share prices 

and returns: Evidence of Iran”. African Journal of 

Business Management, 5(8), 3354-3360, 18 April 

(2011). Available online at 

http://www.academicjournals.org/AJBM, DOI: 

10.5897/AJBM10.1456, ISSN 1993-8233 ©2011 

Academic Journals. 

[5]   Hoti, A. H., Ismajli, H., Ahmeti, S., and Dërmaku, A. 

“Effects of Audit Opinion on Stock Prices: The case 

of Croatia and Slovenia”. EuroEconomica, 31(2), 

(2012). 

[6]      Okolie, A. O., and Izedonmi, F. I. “The Impact of audit 

quality on the share prices of quoted companies in 

Nigeria”. Research Journal of Finance and 

Accounting, 5(8), 150-166, (2014). 

[7]     Rena, B. E., Genc, E. G., and Özkul, F. U. “The Impact 

of the Opinions of the Independent Auditors on the 

Investor Decisions in Banking Sector: An Empirical 

Study on the Banks Operating in Turkey”. Accounting 

and Finance Research, 5(1), 157-163, (2016). 

[8]      Qin, J. “Stock Liquidity, Auditor Choice, and Audit 

Fees”. Dissertation, University of Hawai’I at 

MĀNOA. (2017). 

[9]      Zureigat, Q. “The Effect of Modified Auditors 

Opinions on Shares Prices Evidence from Amman 

Stock Exchange”, Jordanian Business Journal, 6(1), 

(2010). 

[10]   Necula, C. “The influence of modified audit opinion on 

the stock market and cost of debt: U.S evidence”. 

MSc. Thesis, Faculty of Economic and Business, 

Amsterdam Business School, (2014). 

[11]    Boubaker, S., Gounopoulos, D., and Rjiba, H. “Annual 

report readability and stock liquidity”. Financial 

Markets, Institutions & Instruments, 28(2), 159-186, 

(2019). 

[12]   Martinez, M. C. P., Martinez, A. V., and Benau, M. A. 

G. “Reaction of the Spanish Capital Market to 

Qualified Audit Reports”. European Accounting 

Review, 13(4), 689-711, (2004). 

[13]  Thuneibat,  A. A., Khamees, B.A., and Al-Fayoumi,  N. 

A. “The Effect of Qualified Auditors’ Opinions on 

Share Prices: Evidence from Jordan”, Managerial 

Auditing Journal.23(1) , 84-101, (2008). Emerald 

Group Publishing Limited. 0268-6902, DOI 

10.1108/02686900810838182. 

[14]   Salim, A. “The Effect of Qualified Auditors' Opinions 

on Share Prices: Evidence from Tunis”. Available at 

SSRN 2846391, (2016). 

[15]    Sihombing, J., Pangaribuan, H., and Sagala, E. “The 

Study of Total Cash Dividend, Corporate Size, Audit 

Opinion and Share Price within Banking Companies 

in Indonesia”. In Abstract Proceedings International 

Scholars Conference, 5(1), 141-141, (2017, October).    

[16]  Thuneibat,     A. “Auditing in Light of International 

Standards: Theory and Application”. 6th Edition, Dar 

Wael for Publishing and Distribution, Amman, Jordan, 

(2017). 

[17]  Ramadhan, A.    R. “The Analysis of Determinants of 

Qualified Audit Opinion on Manufacturing 

http://www.academicjournals.org/AJBM


292 ISSN 1013-5316;CODEN: SINTE 8 Sci. Int.(Lahore),33(4),285-292,2021 

July-August 

Companies Listed in Indonesia Stock Exchange Period 

2016-2018”. International Conference on Strategic 

Issues of Economics, Business and, Education 

(ICoSIEBE 2020), Atlantis Press, 11-16, (2021, 

February). 

[18]   Nurfadilah, D., and Samidi, S. “Factors that influence 

stock market volatility: A case study from Malaysia”. 

International Journal of Business Studies, 1(1), 15-21, 

(2017). 

[19]   Muhammad, S., and Ali, G. “The relationship between 

fundamental analysis and stock returns based on the 

panel data analysis; evidence from karachi stock 

exchange (kse)”. Research Journal of Finance and 

Accounting, 9(3), 84-96, (2018). 

[20]    Kesumah, F. S. D., Usman, M., and Russel, E. 

“Application of path analysis of the effect of 

macroeconomic conditions to the share prices of PT 

AKR Corporindo Tbk”. TEST Engineering and 

Management, 82(1), 6815-6828, (2020). 

[21]   Antono, Z., Jaharadak, A., and Khatibi, A. “Analysis of 

factors affecting stock prices in mining sector: 

Evidence from Indonesia Stock Exchange”. 

Management Science Letters, 9(10), 1701-1710, 

(2019). 

[22]    Sharpe, W. F., Alexander, G. J., and Bailey, J. V. 

“Investment”. PHI Learning Private Limited, New 

Delhi-110001. (2010). 

[23]    Amihud, Y. and Mendelson, H. “Asset pricing and the 

bid-ask spread”. Journal of Financial Economics, 17, 

223-249, (1986). 

[24]   Gopalan, R., Kadan, O. and Pevzner, M. “Asset 

liquidity and stock liquidity”. Journal of Financial 

and Quantitative Analysis, 47(2), 333–364, (2012). 

[25]  Keynes, J. “Treatise on Money. London: Macmillan”. 

(1930). 

[26]   AlHalaseh, R. H. S., Islam, A., and Bakar, R. “An 

Extended Stochastic Goal Mixed Integer 

Programming for Optimal Portfolio Selection in the 

Amman Stock Exchange”. International Journal of 

Financial Research, 10(2), (2019). 

[27]   Al-Saydeh, M. “The Impact of the Qualified Opinion of 

the Independent Auditor on Market Stock Price and 

Return”. Abhath Al-Yarmouk Humanities and Social 

Sciences-AYHSS-Yarmouk University, 14 (1), 163-

191. (1998). 

http://repository.yu.edu.jo/bitstream/123456789/2486/

1/319489.pdf. 

[28]   Al-Attar, K. A. “The Impact of Auditing on Stock 

Prices of Amman Stock Market’s Listed Companies”. 

International Journal of Academic Research in 

Business and Social Sciences, 7(6), 210-220, (2017). 

[29]  Anulasiri, D. G. A. S., Ajward, R. A., and 

DissaBandara, P. H. “The Effect of Qualified 

Auditors' Report on Share Prices: Evidence from 

Listed Companies of Sri Lanka”. In 12th International 

Conference on Business Management (ICBM). (2015, 

December). 

[30]   Ghasemi, L.,  Nazari, J., and Far, I. N. “The effect of 

the audit report on the relevance of accounting 

information”. European Online Journal of natural and 

Social Sciences, 6(1), (2017). Special Issue on 

Economic and Social Progress. ISSN 1805-3602.a.  

[31]   Al-Ali, A. and AlHalaseh, R.H.S. “Portfolio Hedging 

with option Strategies: An Applied study in ASE”. 

Jordan Journal of Business Administration, 5(1), 97-

111, (2009). 

[32]    Reid, L.C. “Are Auditor and Audit Committee Report 

Changes Useful to Investors? Evidence from the 

United Kingdom”. Dissertation, The University of 

Tennessee, Knoxville, (2015). 

[33]  DeFond, M., M. Hung, and Trezevant, R. “Investor 

protection and the information content of annual 

earnings announcements: International evidence”. 

Journal of Accounting and Economics, 43(1), 37-67, 

(2007). 

[34] Miller, B. P. “The Effects of Reporting Complexity on 

Small and Large Investor Trading”. The Accounting Review, 

85(6), 2107-2143, (2010). 

The authors would like to thank the anonymous reviewers 

and all the editors involved in the process of manuscript 

revision. 

 


