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Abstract
Objective: This study’s objective was to analyze the Brazilian market’s reaction to independent auditors’ 
opinions disclosed in explanatory notes.
Method: This empirical and quantitative study addressed the relationship between independent auditors’ 
opinions and stock returns, considering contexts in which there is a Big Four firm, and before and after 
periods of economic crisis. The effects of other control variables, such as GDP, dollar and SELIC, volatility, 
size, equity, net income, and share liquidity, were also considered in the multiple regression analysis. The 
estimation of the Multiple regression was performed with Stata 17. Quarterly data were collected from 
the explanatory notes and Economatica from 2010 to 2019.
Results and contributions: The results indicate that the Brazilian market reacts negatively when a non-
Big Four independent auditor issues a qualified opinion in times with no economic crisis. These results 
benefit companies because they show empirical evidence that when an external audit firm identifies that 
a company’s financial statements do not comply with accounting standards and manifests such a finding 
by issuing a qualified opinion, the market may have an adverse reaction, depending on the quality of 
the audit firm and the Brazilian economic context. Additionally, this study contributes to the Brazilian 
and international literature as it analyzes the market reaction to external auditors’ qualified opinions, 
depending on the audit firm’s quality and economic scenario.
Keywords: auditor’s qualified opinions; accounting information relevance; Brazilian stock market.
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1. Introduction

Monitoring the activities of companies through internal and external audits is a topic widely 
discussed in the Brazilian and international literature (Brandão et al., 2021; Parreira et al., 2021; Sena 
et al., 2020; Hartmann & Martinez, 2020; Alzeban, 2021; Almarayeh et al., 2020; Carvalho et al., 2019; 
Pakdaman, 2018; Muslih & Ami, 2018; Hoti et al., 2012; Al-Attar, 2017; Kipkosgei, 2010; Takinakis et al., 
2010; Batista, 2009; Almeida & Almeida, 2009; Necula, 2014; Hendriksen & Van Breda, 1999; Chen et al., 
1999). In this study, the focus is on the external audit.

In Brazil, Brandão et al. (2021) address the issuance of “red flags” and the disclosure of deficient 
internal controls in IBrX100 companies, which may contribute to the role of internal audit in reducing risks 
and information asymmetry between stakeholders. When studying earnings management and external 
auditing, Parreira et al. (2021) identified that audit firm rotation does not affect total accruals, positively 
impacting stakeholders. Sena et al. (2020) concluded that Big Four external audits do not impact the level 
of earnings management due to operational (non-accounting) decisions. Almeida and Almeida (2009) 
show that external audits carried out by a Big Four firm reflect greater information quality given reduced 
earnings management. However, Hartmann and Martinez (2020) have already identified that companies 
audited by Big Four firms are more aggressive at the tax level than those audited by non-Big Four firms.

At an international level, Alzeban (2021) found that when the remuneration of executive directors 
of internal audit firms is based on results, it affects the quality of financial statements, reducing audit 
objectivity. In addition, Almarayeh et al. (2020) identified that audit impacts earnings management 
differently in emerging countries compared to Anglo-Saxon and Western European countries.

Hendriksen and Van Breda (1999) state that companies whose statements receive an unqualified 
opinion from an external audit firm may signal confidence in the stock market. Likewise, a company with 
its financial reports qualified by an external auditor is expected to give a signal different from the signal 
given by a company with an unqualified opinion (Spense, 1973; Santana et al., 2014).

Regarding the signal sent to the stock market by companies with unqualified and qualified opinions, 
studies addressing the same subject were conducted in several countries, such as the United States (Necula, 
2014), China (Chen et al., 1999), Iran (Pakdaman, 2018), Indonesia (Muslih & Ami, 2018), Croatia and 
Slovenia (Hoti et al., 2012), Jordan (Al-Attar, 2017), Kenya (Kipkosgei, 2010) and Greece (Takinakis et al., 
2010); though, no consensus was found regarding their findings.

Chen et al. (1999), Hoti et al. (2012), Al-Attar (2017), and Pakdaman (2018) show that the opinions 
of external auditors are significantly related to the return on assets. Kipkosgei (2010) identified a negative 
and weak relationship, while Takinakis et al. (2010), Necula (2014), and Muslih and Ami (2018) did not 
identify a significant relationship between the two due to the low informative power of external auditors’ 
qualified opinions.

In Brazil, Batista (2009) conducted a study relating the stock market’s reaction to external auditors’ 
opinions. However, Batista (2009) estimated it without using other explanatory or control variables to 
assess the effect on asset returns. Carvalho et al. (2019) did not identify a relationship between changing 
external auditors’ opinions (in general terms) and the companies’ variation in market value. However, a 
sample of only 231 companies was addressed without specifically testing the auditors’ qualified opinions.

International studies have already tested the effect of several variables on the return on assets and 
measured the quality of accounting information in external audits, testing the efficiency of qualified 
opinions in the market. However, the Brazilian stock market still lacks studies of this nature, comparing 
companies audited with qualified and unqualified opinions in contexts with Big Four and non-Big Four 
firms and considering contexts with and without an economic crisis.
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Considering this controversy in the literature and a lack of studies addressing this topic in Brazil 
with the controls included in this study, the objective is to analyze the reaction of the Brazilian stock 
market toward independent auditors’ qualified and unqualified opinions disclosed in explanatory notes. 
Therefore, this study’s relevance lies in measuring the effects on stock returns under the influence of 
independent auditors’ unqualified and qualified opinions and other explanatory variables and important 
controls identified in the literature to gauge the reaction of the Brazilian stock market.

Article 177, § 3rd, of Law No. 6,404, of December 15th, 1976 (Brazil, 1976), determines that publicly-
held companies are obliged to carry out annual and quarterly independent audits. Hence, all companies 
listed on B3 from 2010 to 2019 were identified and classified according to independent auditors’ reports: 
qualified opinion and others (unqualified, adverse, and disclaimer of opinion), under NBC TA 700 (CFC, 
2016a) and NBC TA 705 (CFC, 2016b).

A one-year period is too long to verify the impact of qualified opinions on stock returns, as several 
factors may arise and influence stock returns (Ball & Brown, 1968). Hence, quarterly secondary data were 
collected in the Economatica database using a historical series. A multiple regression model estimated by 
the Ordinary Least Squares (OLS) method with errors robust to heteroscedasticity, including time- and 
sector-fixed effects control, was performed to test this study’s hypotheses. The dependent variable was the 
abnormal return on the day companies’ statements were disclosed.

The results suggest that when a company discloses its statements with a qualified opinion issued 
by a non-Big Four external audit firm in times of no economic crisis, its abnormal returns are lower than 
those of companies with unqualified opinions. However,  the abnormal return of companies with qualified 
opinions issued by a Big Four (whether in a period of crisis or not) or which had a qualified opinion 
issued in a period of economic crisis (regardless of whether a Big Four issued it or not) are not statistically 
different from those with unqualified opinions.

The results contribute to the companies’ managers, showing the relevance of financial statements 
complying with accounting rules. The stock market may react negatively when a company does not comply 
with rules and is identified by an external audit firm. This study also contributes to the Brazilian and 
international literature by providing empirical evidence that the Brazilian market responds to qualified 
opinions issued by external audit companies. Additionally, the stock market’s reaction differs depending 
on the audit quality and the Brazilian economic context.
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2. Theoretical Framework

2.1 Accounting Information and Return on Shares 

Ball and Brown (1968), Beaver (1968), and Ohlson (1995) stand out among the studies addressing 
the relevance of accounting information in the stock market.

Ball and Brown (1968) studied the effect of disclosing accounting information on stock returns. 
They also state that the market is efficient and impartial; that is, data disclosed through financial statements 
are helpful for price formation in securities markets, as previous earnings reflect future earnings trends, 
and the market reacts rapidly by minimizing additional abnormal gains for long periods. Faced with the 
controversial reactions of investors in the stock market, Beaver (1968) sought to assess their perceptions of 
earnings disclosure (results) and the consequent movement in price and volume of operations in common 
shares carried out in the weeks immediately following the disclosure of accounting information. Although 
Ball and Brown (1968) indicate that accounting information is just one of several variables taken into 
account when making a decision, interim reports, rather than only annual disclosures, show that this is 
important information. Ball and Brown (1968) and Beaver (1968) state that accounting information has 
predictive power.

In the same line of reasoning, Ohlson (1995) analyzed American data, while Rezende (2005) 
analyzed Brazilian data. The conclusion is that accounting information is essential in forecasting and 
evaluating companies. Rezende (2005) verified that information on profit and net worth was statistically 
relevant as predictive power, specifically for the telecommunications sector.

The accounting information in Net Income, Comprehensive Income, and Operating Cash Flow 
are statistically relevant in the Brazilian capital market, at the 1% level, to explain share value (Batista et 
al., 2017). As for accounting legislation, the CFC (2011) points out that accounting information is only 
considered relevant if it can influence decision-making; hence, it must have the predictive capacity and 
confirmatory value, including as a means of feedback, according to Technical Pronouncement CPC 00 
R1 (CPC, 2011). Additionally, according to Technical Pronouncement CPC 00 R1 (CPC, 2011), besides 
relevance, the quality of accounting information presents the following characteristics: materiality, faithful 
representation, comparability, verifiability, timeliness, and comprehensibility. Hence, there is a need to test 
the validity and coherence of such reports, verified and applied by a specific area of accounting, which is 
auditing (CFC, 1983).

Ohlson (1995) concluded that accounting is a means to evaluate companies. However, company 
valuations should be adjusted through “other” relevant facts that influence market value (Ohlson, 1995). 
For example, ball and Brown (1968) and Ohlson (1995) highlighted that the distribution of dividends is 
based on the book value, reducing the value of the company in the future; however, without impacting 
the earnings of the current year (Ball & Brown, 1968; Ohlson, 1995). Considering the previous discussion, 
external audit opinions may be another relevant fact to inform the stakeholders as information is disclosed. 
Even the critical analysis of an external audit can change investors’ perceptions of disclosed information.
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Other aspects, such as control variables, can be considered in an empirical analysis. In addition to the 
factors already discussed by Ohlson (1995), several studies show the impact of macroeconomic variables 
(GDP, Selic, and dollar) to explain accounting variations in debt indicators, in companies’ valuation, and 
consequently, return on assets, in the propensity to undertake risk, and in predicting profits and issuing 
shares on the stock exchange (Guerra & Ornelas, 2014; Oliveira & Frascaroli, 2014; Moura & Coelho, 2016; 
Paredes & Oliveira, 2017; Mota et al., 2017). The companies’ size was also relevant for pricing risky assets 
in the international (Fama & French, 2015) and Brazilian markets (Moreira et al., 2021). Yokoyama et al. 
(2015) and Miralles-Quiros et al. (2017) show that the information generated by large companies has less 
information power; however, it has greater relevance among smaller companies, including better returns 
when presented in an investment portfolio.

2.2 Audit, Qualifications, Crisis, and Return on Shares
 
Camargo et al. (2014), Ribeiro (2015), Costa (2017), and Porte et al. (2018) stand out in the 

literature, as they identified an increase in the volume of publications both by internal and external audits. 
The topics most frequently found include audit reports, change of auditors (audit firm rotation), councils/
committees, quality, and audit procedures. In this sense, Ribeiro (2015) highlights some of the main 
topics related to auditing: corporate governance, international accounting standards, internal control, 
fraud, risk assessment, capital markets, earnings management, social responsibility, company valuation, 
value creation, and performance, besides strategy, audit committee, external audit, internal audit, internal 
control, media coverage in accounting, research, and companies’ socioeconomic data (Porte et al., 2018).

In Brazil, auditors manifest their opinions regarding accounting reports through an independent 
audit report. According to NBC TA 700 (CFC, 2016a), such a report can be classified into two types: 
unmodified opinion (unqualified opinion), when the external auditor identifies all provisions outlined 
in the general and specific accounting legislation, as applicable. External auditors issue a modified 
opinion when they identify distortions in accounting information or insufficient audit evidence to make 
conclusions (CFC, 2016a).

A report with a modified opinion is classified as a qualified opinion when relevant distortion is 
evidenced or audit evidence in a non-generalized manner was not identified; adverse opinion when 
accounting information is not fairly and accurately presented; and disclaimer of opinion when the auditor 
is unable to find audit evidence, and consequently, fails to give an opinion, as recommended by NBC TA 
705 (CFC, 2016b).

To better visualize and interpret the information above in the Brazilian context, Figure 1 clarifies 
and summarizes the circumstances in which modified opinion reports must be issued under the terms of 
NBC TA 705 (CFC, 2016b).
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Nature of the matter leading  
to a modified opinion

Auditor’s judgment on the widespread dissemination off  
potential effects on the financial statements

Relevant but not generalized Relevant and generalized

Accounting statements present  
relevant misstatements Qualified opinion Adverse opinion

Inability to obtain appropriate  
and sufficient audit evidence Qualified opinion Disclaimer of opinion

Figure 1. Independent auditor’s opinion
Source: NBC TA 705 (CFC, 2016b).

Issuing an unqualified report can send a positive signal to the stock market; however, a modified 
opinion report may send a negative signal (Spence, 1973; Santana et al., 2014; Hendriksen & Van Breda, 
1999). In other words, when an auditor issues a qualified opinion, s/he emphasizes that the information 
disclosed is not the most recommended. Thus, the qualified opinion may represent a negative sign to 
stakeholders. Thus, the signaling theory applied to the quality and relevance of the information generated 
by independent audit accounting reports was tested in this study (Spence, 1973; Santana et al., 2014; 
Hendriksen & Van Breda, 1999).

Hendriksen and Van Breda (1999) agree that disclosing unqualified information may send a 
confidence signal to the stock market. Regarding the signal sent to the stock market by companies with 
and without an external auditor’s qualified opinion, studies of the same nature were conducted in several 
countries: the United States (Necula, 2014), China (Chen et al., 1999), Iran (Pakdaman, 2018), Indonesia 
(Muslih & Ami, 2018), Croatia and Slovenia (Hoti et al., 2012), Jordan (Al-Attar, 2017), Kenya (Kipkosgei, 
2010) and Greece (Takinakis et al., 2010), however, no consensus was found regarding the results.

Chen et al. (1999), Hoti et al. (2012), Al-Attar (2017), and Pakdaman (2018) show that the opinions 
of external auditors are significantly related to the return on assets. Kipkosgei (2010) identified a negative 
and weak relationship, while Takinakis et al. (2010), Necula (2014), and Muslih and Ami (2018) did not 
identify a significant relationship between audit opinions and return due to the low informative power of 
external auditors’ opinions. Despite such inconclusive results, we expect that when a company receives a 
qualified opinion from an external auditor regarding its financial statements, the signal sent to the market 
is negative (Spense, 1973; Santana et al., 2014).

From this perspective, note that the disclosure of audit reports can mitigate the information 
asymmetry between internal users (managers) and external users (shareholders and stakeholders), 
considering that an external user would hardly access privileged information about the validity of the 
reports generated by accounting, except through audits (Arkelof, 1970).

In this case, an audit serves as a tool to reduce conflicts of interest and information asymmetry. In 
addition, by disclosing independent audit reports, even if mandatory, companies reveal the level of their 
care, zeal, commitment, and adherence to legal and accounting standards to the market  (Spence, 1973; 
Hendriksen & Van Breda, 1999; Santana et al., 2014; CFC, 2016a), such as the normative scenario provided 
for in NBC TA 700 in Brazil.
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Research is needed to assess the degree of relevance and impact of accounting information (qualified 
opinion) on the stock market. This study contributes by testing the signal emitted by independent auditors’ 
reports on decision-making and, consequently, on the companies’ shares and returns, considering the 
theoretical framework proposed by Ohlson (1995). Hence, the first hypothesis is proposed considering the 
studies showing that audit is a factor that reduces earnings management and information asymmetry by 
providing better information quality and influencing decision-making. Additionally, an auditor’s qualified 
opinion reveals that a given company is not fully complying with standards and accounting principles; 
thus, it is signaling to the users of information that it is unreliable.

Hypothesis 1: a qualified opinion negatively impacts the return on shares.
Note that the literature shows that audits performed by Big Four firms (i.e., Deloitte, EY, KPMG, 

and PWC) show greater information quality by decreasing earnings management (Almeida & Almeida, 
2009). Thus, a Big Four audit may reflect the greater quality of accounting information, and, therefore, an 
increase in its degree of relevance reflected in users’ decisions is expected. Thus, we present the second 
research hypothesis:

Hypothesis 2: The qualified opinion of an external audit has a more negative impact on the 
return on shares when performed by a Big Four than by other audit firms.

Costa et al. (2012) identified that economic crises affect how analysts evaluate equity and net 
income. In other words, economic crises affect accounting information and should therefore be considered 
in decision-making (Costa et al., 2012). Furthermore, net income, equity, and crisis are relevant when 
estimating and predicting future returns (Rezende, 2005; Costa et al., 2012; Batista et al., 2017). Thus, 
considering the negative (pessimistic) reaction of the stock market in periods of economic crisis, it is 
believed that the effects of a qualified opinion combined with such periods would intensify the effect on 
stock returns, which leads to the third hypothesis:

Hypothesis 3: A qualified opinion has a more negative impact on stock returns in years of 
economic crisis than in other economic contexts.

Additionally, following the same line of reasoning, it is worth testing more hypotheses associating 
Big Four audits with times of economic crisis, which is translated in the fourth research hypothesis.

Hypothesis 4: a qualified opinion has a more negative impact on stock returns when performed 
by a Big Four in years of economic crisis.

Moreira et al. (2021) tested it in several macroeconomic periods. They identified that size and 
crisis are related and affect the pricing of assets, showing that investors are more sensitive to risk during 
such times. We observed that risk is also a relevant factor in investors’ decision-making (Silva Junior & 
Machado, 2020) and, therefore, should be considered in the empirical estimation model. Silva Junior and 
Machado (2020) note that liquidity and volatility are risk indicators and assume Sharpe’s CAPM Beta 
(1964) with the same characteristic.

Thus, the return on shares is empirically tested, taking into account the effect of auditors’ qualified 
opinions: Big Four qualified opinions, times of crisis, external auditors’ qualified opinions in a time of 
crisis, and a Big Four qualified opinion in a time of period. Additionally, controls representing economic 
aspects and the companies’ risk and financial indicators were also considered in the estimation.
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3. Methodology

3.1 Study’s Sample and Data

The initial sample included all the companies listed on B3 from 2010 to 2019, totaling 15,000 
company/year/quarterly observations. In addition, information concerning the external audit company 
and external auditors’ qualified opinions were obtained from the CVM database, and accounting 
information was collected from the Economatica database.

Table 1 presents the exclusion criteria and the number of observations removed at each step. 
First, we removed observations containing negative equity, which caused the loss of 1,169 observations. 
After removing the observations with missing information regarding auditors’ opinions and abnormal 
returns, 1,927 observations remained. Finally, we removed observations with missing information about 
the control variables. Thus, the final sample comprised 1,368 company/year/quarterly observations from 
2011 to 2019. Of the 1,368 resulting observations, 3.07% presented qualified opinions; 83.04% had their 
statements audited by a Big Four firm, and 33.63% of the observations referred to periods of crisis. All 
continuous variables were Winsorized at 1% level in both tails.

Table 1 
Sampling

 
No. of 

observations 
removed

No. of 
resulting 

observations 

Brazilian companies listed on B3 from 2010 to 2019 on a quarterly basis   15,000

Observations with negative PL removed 1,169 13,831

Observations missing information about qualified opinions  
and Abnormal returns removed 11,904 1,927

Observations missing information on the control variables removed 559 1,368

TOTAL   1,368

Source: Developed by the authors.

3.2 Econometric Model

A multiple linear regression model, similar to the one applied by Beyer et al. (2010), presented in 
equation (1), was used to test this study’s hypotheses. The model was estimated using Ordinary Least 
Squares (OLS) with errors robust to heteroscedasticity, controlling for time and sector-fixed effects.

(1)

 represents the abnormal return of company i on the day its financial statements were disclosed 
in quarter t.  is a dummy variable that assumes 1 if company i had a qualified opinion issued 
by an external auditor in quarter t, and 0 otherwise. Big4it is a dummy variable that assumes 1 if company 
i was audited by a Big Four in quarter t, and 0 otherwise. Criset is a dummy variable that assumes 1 if 
quarter t occurred in 2014, 2015, or 2016, and 0 otherwise. 

Hypothesis H1 is tested in coefficient 1. This coefficient is expected to be negative, indicating that 
companies that received a qualified opinion from an external auditor regarding their financial statements 
present a lower abnormal return than companies that did not receive a qualified opinion.
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Hypothesis H2 states that the negative association between a qualified opinion and the abnormal 
return of a company on the day of disclosure is even higher than when the external audit firm is a Big 
Four. This hypothesis is tested through the 2 coefficient. According to H2, 2 is expected to be negative. 
Hypothesis H3 states that the negative association between a qualified opinion and the company’s abnormal 
return on the day of disclosure is even greater in times of economic crisis. This hypothesis is tested through 
coefficient 3. According to H3, 3 is expected to be negative.

Finally, hypothesis H4 is tested using the 4 coefficient, which is expected to be negative, indicating 
that the negative association between a qualified opinion issued by a Big Four firm and the abnormal return 
of companies on the day their accounting statements are disclosed is even greater in times of economic crisis.

3.3 Variable

A one-year period is too long to verify the reaction of the Brazilian market toward an auditor’s 
qualified opinion, as several factors may arise and influence stock returns (Ball & Brown, 1968). Therefore, 
we used the event study method to measure the return on shares when the phenomenon under study 
occurs (Mackinley, 1997). Furthermore, Campbell et al. (1997) determine that the event study is used 
to assess the impact on the value of a firm as a result of changes in regulation, mergers and acquisitions, 
and earnings announcements, as well as to assess the effect of macroeconomic variables. Additionally, 
it must be performed following pre-determined steps: 1) Definition of the event; 2) Selection criteria; 
3) Abnormal and normal returns; 4) Estimation procedure; 5) Test procedures; and 6) Empirical results 
(Campbel et al., 1997).

Beyer (2010) studied the reaction of the stock market considering abnormal returns based on 
the disclosure of voluntary financial reports, disclosure of financial reports required by regulations, and 
disclosure of analysts’ reports, and identified that voluntary disclosures explain most of the abnormal 
returns. However, the remaining disclosures, including mandatory ones (i.e., audit reports), are also 
relevant and statistically significant (Beyer, 2010).

According to article 177, § 3rd of Law No. 6,404/1976, audit reports must be published annually 
together with consolidated financial statements, further stating the need to comply with standards issued by 
CVM (Brasil, 1976). However, under article 29th of CVM Instruction No. 480/2009, there is a requirement 
for the quarterly publication of this same information, within a maximum of 45 days after the end of the 
period, except for the last quarter of the year, considering that the consolidated information is presented 
within the expected period of annual publication (CVM, 2009).

The description of the periodicity of disclosure of financial statements and the deadlines are 
presented in Figure 2. The publication concerning the first quarter of a given fiscal year, which encompasses 
the months of January, February, and March, must be published by May 15th CVM, 2009). As for the fourth 
quarter, which ends in December, the maximum period for annual publication is 90 days from the end of 
the year, that is, March 31st of the following year. Considering the long period between annual publications 
and several variables explaining abnormal returns, we opted for analyzing quarterly information instead 
of annual information.
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QUARTER PERIOD PUBLICATION DEADLINE 

1st quarter January 1st to March 31st Up to May 15th 

2nd quarter January 1st to June 30th  Up to August 14th 

3rd quarter January 1st to September 30th Up to November 14th 

4th quarter January 1st to December 31st Up to March 31st of the following year

Figure 2. Legal deadline to publish audit reports
Source: developed by the authors. 

Thus, the dates of the events were the dates when the companies’ financial statements were effectively 
disclosed quarterly. Therefore, the difference between the return of company i on the date of event t and 
the market return (defined here as Ibovespa) was considered to calculate the abnormal return (Campbell 
et al., 1997), as shown in Equation (2):

=  - (2)

Where  represents the abnormal return of company  on the date the accounting statements of 
company  were disclosed, containing information for quarter .  is the daily return of company on the date 
when the financial statements of company  were disclosed containing information for quarter . refers to 
the Ibovespa return on the date when the financial statements of company   were disclosed containing 
information for quarter . 

To obtain a robust result, control variables with financial accounting indicators were included, 
besides macroeconomic variables that may also influence the companies’ abnormal return. Figure 3 
presents the description of the regression model variables exposed in Equation (1) and the respective 
theoretical foundation that explains its relationship with the topic addressed here.
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VARIABLE VARIABLE DESCRIPTION SOURCE

Explained variable

Abnormal return Ball and Brown (1968);  
Beaver (1968); Ohlson (1995)

Explanatory variables 

Dummy variable indicating when the financial  
statements of company i in quarter t present  

an external auditor’s qualified opinion.
NBC TA 705 (CFC, 2016b)

Dummy variable indicating when a Big Four  
firm audited the financial statements  

of company i in quarter t.

Almeida and Almeida (2009);  
Chen et al. (1999), Hoti et al. (2012),  

Al-Attar (2017) and Pakdaman (2018).

Dummy variable indicating when the quarter t  
is part of a crises period. The years of crisis  

considered for estimation were 2014, 2015, and 2016.

Costa et al. (2012);  
Rezende (2005); Batista et al. (2017)  

and Moreira et al. (2021).

Explanatory control variables

US Dollar quarterly  
exchange variation

Guerra and Ornelas (2014); Oliveira  
and Frascaroli (2014); Moura and 

Coelho, (2016); Paredes and Oliveira 
(2017); Mota et al. (2017)

Selic rate quarterly variation

Guerra and Ornelas (2014); Oliveira  
and Frascaroli (2014); Moura and 

Coelho, (2016); Paredes and Oliveira 
(2017); Mota et al. (2017)

Quarterly GDP variation.

Guerra and Ornelas (2014); Oliveira  
and Frascaroli (2014); Moura and 

Coelho, (2016); Paredes and Oliveira 
(2017); Mota et al. (2017)

Equity Value per share
Ball and Brown (1968); Beaver (1968); 
Ohlson (1995); Gonçalves et al. (2014)

Value of Net Income per share
Ball and Brown (1968); Beaver (1968); 
Ohlson (1995); Gonçalves et al. (2014)

Market liquidity  
(risk measure)

Fama and French (2015); Moreira  
et al. (2021); Yokoyama et al. (2015)  

and Miralles-Quiros et al. (2017)

Security volatility  
(risk measure)

Fama and French (2015); Moreira  
et al. (2021); Yokoyama et al. (2015)  

and Miralles-Quiros et al. (2017)

Company size represented by  
the natural logarithm of Asset 

Brasil (2007); Leone and Leone (2012); 
Yokoyama et al. (2015) Miralles-Quiros 

et al. (2017)

Figure 3. Description of empirical model’s variables
Source: developed by the authors.
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4. Analysis of Results

 4.1 Descriptive Statistics

Table 2 presents the descriptive statistics of the variables in the regression model presented in 
Equation (1), used to test this study’s hypotheses. In addition, the number of observations, minimum, first 
quartile, mean, median, standard deviation, third quartile, and maximum for the continuous variables 
were presented, besides the number of observations, minimum, mean, and maximum concerning the 
dummy variables.

According to the mean of the dummy variables Ressalva, Big4, and Crisis, of the 1,368 observations, 
3.07% presented an external audit’s qualified opinion, a Big Four audited 83.04%, and 33.63% of the 
quarters included a period of economic crisis.

The mean abnormal return was negative, -0.02%, indicating that, on average, companies have a 
return below the market return on the day their financial statements are disclosed. Furthermore, this value 
is well below the median abnormal return of 0.0037%, indicating that even after winsorization, extreme 
values are still distorting the mean abnormal return downwards. The mean of the remaining variables, 
except for PL, is not very far from the median, suggesting no extreme values are biasing the mean.

Table 2 
Descriptive Statistics

Variable N Min Q1 Mean Median SD Q3 Max

RA 1,368 -0.0265 -0.0048 -0.0002 0.000037 0.0086 0.0043 0.0263

Ressalva 1,368 0 - 0.0307 - - - 1

Big4 1,368 0 - 0.8304 - - - 1

Crise 1,368 0 - 0.3363 - - - 1

ΔDolar 1,368 -0.0668 -0.0452 0.0035 -0.0121 0.0748 -0.0061 0.1876

ΔSelic 1,368 -0.2272 -0.0414 -0.0182 -0.0195 0.0632 0.0000 0.1132

ΔPIB 1,368 -0.0514 0.0029 0.0099 0.0164 0.0278 0.0272 0.0520

PL 1,368 0.0777 4.7111 15.8248 8.9865 23.3780 17.6409 182.80

LL 1,368 -8.0357 0.0020 0.2794 0.2017 1.3002 0.5148 5.6595

Liquidez 1,368 0.1726 0.6693 1.2612 0.9720 1.0417 1.4559 6.3643

Vol 1,368 0.0867 0.1773 0.2493 0.2550 0.0878 0.3129 0.4860

Tam 1,368 11.2826 14.0825 15.1754 15.1794 1.6360 16.1801 19.5702

Source: developed by the authors.

As for the economic environment, dollar and GDP variations were, on average, positive and close to 
zero, while the average Selic variation was negative and close to zero. Therefore, on average, these economic 
indicators varied slightly in the period.

Pearson’s correlations between the model’s continuous variables were analyzed. The correlations 
between the model’s continuous independent variables were statistically significant at 10%, ranging 
between -0.3605 and 0.4418, showing no evidence of perfect collinearity in the model since none of the 
correlations was below -0 .7 or higher than 0.7.
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4.2 Analysis of the Regression Model Results

The model presented in Equation (1) was estimated using the Ordinary Least Squares (OLS) method 
with errors robust to heteroscedasticity, including the control for fixed effects of time and sector to test 
the hypotheses. The VIF of the estimated model without fixed effect controls was 2.45, ranging from 1.02 
to 5.85, which does not present a multicollinearity problem to the model.

The model estimation results are presented in Table 3, Panel 3. Note that the coefficient of 
the Ressalva ( 1) variable was negative and statistically significant at 1%, indicating that companies with 
a qualified opinion in their financial statements have an abnormal return below that of companies with 
no qualified opinion. This finding suggests that the market penalizes companies when their financial 
statements present a qualified opinion. Hence, this finding confirms hypothesis H1.

The coefficient of the interaction variable Ressalva*Big4 ( 2) was positive and statistically significant 
at 5%, which, according to hypothesis H2, was not expected. The expectation was that the company 
presenting a qualified opinion issued by a Big Four firm would face an even more negative market reaction, 
i.e., among the companies with qualified opinions, those whose qualified opinion had been issued by a Big 
Four, would have an abnormal return lower than the companies with qualified opinions issued by other 
external auditing companies, implying a negative 2 coefficient. 

Table 3 
 Results of the estimation of the Econometric Model presented in Equation (1)

PANEL A: Model Estimation by OLS with Robust errors

  RA

  Coefficient Statistics t 

Ressalva -0.0055 (-2.91)***

Ressalva*Big4 0.0065 (2.38)**

Ressalva*Crise 0.0051 (1.76)*

Ressalva*Big4*Crise 0.0002 (0.04)

ΔDolar 0.1297 (2.22)**

ΔSelic 0.0059 (0.40)

ΔPIB 0.1168 (1.68)*

PL 2.64E-05 (2.18)**

LL 6.49E-04 (2.78)***

Liquidez 3.30E-05 (0.14)

Vol -0.0070 (-1.99)**

Tam -2.30E-04 (-1.14)

Constante 0.0007839 (0.18)

Efeito Fixo de Tempo Yes

Efeito Fixo de Setor Yes

N 1.368

R2 7.43%

PANEL B: Test for the Sum of Coefficients

  Sum F Statistics

β1+β2 0.0010 (0.6264)

β1+β3 -0.0004 (0.8667)

Note: *, **, *** statistical significance at 10%, 5%, and 1%, respectively.

Source: developed by the authors.
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Table 3, Panel B presents the test for the sum of coefficients 1 and 2, which was not statistically 
significant. Therefore, there is no statistically significant difference between the abnormal return of 
companies with qualified opinions issued by a Big Four firm and companies without qualified opinions 
concerning their financial statements.

The coefficient of the interaction variable Ressalva*Crise ( 3) was positive and statistically significant 
at 10%, which, according to hypothesis H3, was not expected. According to H3, the difference between the 
abnormal return of companies whose statements received a qualified opinion and the abnormal return of 
companies without a qualified opinion was expected to be even more significant in times of crisis than in 
other periods, which would imply a negative 3 coefficient.

Table 3, Panel B presents the test for the sum of coefficients 1 and 3 which was not statistically 
significant, suggesting that companies with qualified opinions issued in times of crisis do not have 
abnormal returns significantly different from those without qualified opinions.

The coefficient of the interaction variable Ressalva*Big4*Crise ( 4) was not statistically significant. 
This finding was not expected by hypothesis H4. According to H4, in times of crises, an accounting 
statement with a qualified opinion issued by a Big Four external audit was expected to have an even more 
negative association with the abnormal return of companies, leading to a negative 4. Hence, companies 
with a qualified opinion issued by a Big Four firm do not have abnormal returns significantly different 
from those that do not; it does not change during periods of economic crisis.

Regarding the control variables, the coefficients of variables ΔDolar, ΔPIB, PL, LL, and Vol were 
statistically significant. According to the sign of the estimated coefficients, all these variables positively 
affect the abnormal return of companies on the day their financial statements are disclosed.

Therefore, when an external audit firm other than a Big Four issues a qualified opinion in periods 
with no economic crisis, a company’s returns are lower than those of companies without a qualified 
opinion. Additionally, the abnormal return of companies with qualified opinions issued by a Big Four 
(whether in a crisis or not) or had a qualified opinion issued in a period of economic crisis (regardless of 
whether a Big Four issued it or not) are not statistically different from those without qualified opinions.

Therefore, this study’s findings indicate that the market reacts to auditors’ qualified opinions in 
certain contexts; hence, we consider that an auditor’s opinion is relevant in decision-making (Chen et al., 
1999; Batista, 2009; Hoti et al., 2012; Al-attar, 2017; Pakdaman, 2018).

5. Conclusion

  This study’s objective was to analyze the reactions of the Brazilian stock market to the independent 
auditors’ qualified opinions published in the explanatory notes. The relationship between independent 
auditors’ qualified opinions and stock returns was verified considering the contexts in which a Big 
Four issues an opinion, compared to a non-Big Four’s opinion, and before and after an economic crisis. 
Additionally, the effects of control variables were considered in the regression analysis, such as GDP, dollar 
and Selic, volatility, size, equity, net income, and share liquidity. 

The results obtained in the hypotheses test were estimated using the Ordinary Least Squares (OLS) 
method with errors robust to heteroscedasticity, controlling for fixed effects of time and sector.

The estimation results were that the coefficient of the variable Ressalva  was negative and statistically 
significant at 1%. This finding indicates that companies with qualified opinions in their financial statements 
have an abnormal return below that of companies without qualified opinions. Thus, the results suggest 
that the market penalizes companies whose financial statements receive qualified opinions, confirming 
hypothesis H1, which is aligned with Spense (1973) and Santana et al. (2014). 
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However, the coefficient of the interaction variable Ressalva*Big4  was positive and statistically 
significant at 5%, which was not expected by hypothesis H2, i.e., the results are not aligned with Almeida 
& Almeida (2009). A company presenting a qualified opinion issued by a Big Four was expected to face an 
even more negative reaction. In other words, among the companies with qualified opinions, those with an 
opinion issued by a Big Four were expected to have an abnormal return lower than those with a qualified 
opinion issued by a non-Big Four external audit firm, implying a negative  coefficient. 

The test for the sum of the  and  coefficients showed no statistical significance. Therefore, there is 
no statistically significant difference between the abnormal return of companies with qualified opinions 
issued by a Big Four and those without qualified opinions. The coefficient of the interaction variable 
Ressalva*Crise  was positive, i.e., opposed the arguments based on the results reported by Costa et al. (2012) 
and Moreira et al. (2021). This finding was not expected by hypothesis H3. Additionally, the fact that the 
sum of the coefficients  and  was not statistically significant suggests that companies with qualified opinions 
issued in times of crisis do not have abnormal returns significantly different from companies without 
qualified opinions. Finally, the interaction variable Ressalva*Big4*Crise  was not statistically significant. In 
other words, this result goes against hypothesis H4. According to H4, in periods of crisis, an accounting 
statement with a qualified opinion issued by a Big Four external audit firm was expected to present an 
even more negative relationship with the abnormal return, leading to a negative. Hence, companies with 
qualified opinions issued by a Big Four firm do not have abnormal returns significantly different from 
companies without qualified opinions, regardless of periods of economic crisis.

This study was restricted to assessing the effect of auditors’ qualified opinions and the remaining 
variables listed before on the return on shares. Therefore, a limitation of this study concerns the number 
of observations of companies with qualified opinions. However, this is an aspect of the Brazilian context. 

Dollar, Equity, Net Income, and Volatility were the significant control variables, which aligns with 
what is proposed in the literature.

In line with Almarayeh et al. (2020), recommendations are for future studies to verify whether 
the remuneration of executive directors of internal audit firms in the Brazilian market affects the quality 
of financial statements, and in a second stage, investigate the market reaction to such information. 
Additionally, future studies should verify the effect of other types of audit reports (unqualified opinion, 
disclaimer of opinion, and adverse opinion) on the volatility and cost of capital.
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