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Abstract

This research investigates the relation between collateral assets and the firms' financing and
investments in 247 firms listed in the Tehran Stock Exchange from 2003 to 2013 and
examines the effect of financial reporting quality on this relation. Moreover, the impact of
collateral assets on the financial reporting quality is taken into consideration. The results
indicate that increase in collateral assets increases the amount of financing via debts and as a
result increases firms' investments. Also, the increase in financial reporting quality
undermines the relation between collateral assets and the amount of firms' financing and
investments. Finally, with the increase in collateral assets, firms reduce their financial
reporting quality. Results are compatible with the theoretical models based on the notions of
adverse selection and moral hazard.
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