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Abstract

Although mental accounting theory was developed to explain consumer and household decision-
making, we believe that its ideas are applicable to preparers and external users of financial reports and
voluntary disclosures. The three central features of mental accounting theory (namely, coding,
categorization, and evaluation) match up with important features in financial reporting and voluntary
disclosure. Investors are sensitive to how financial reporting and voluntary disclosure in order to
decide financial decision and economic analysis of the events. But in recent decades, some anomalies
behavior in financial markets has been happen that the classical financial theory has not been able to
explain them. Therefore, some concepts such as mental accounting in behavioral finance has been
raised that researches have paid attention to them. As a result, this research attempts to explain the role
of mental accounting in financial reporting from investors' perspective. Required data were collected
from a sample of 120 of companies listed in Tehran Stock Exchange during 2006-2015. Results show
that losses have moderating effect on the relationship between net profit and stock price. Therefore, it
is expected to confirm the mental accounting theory in the income statement.

Therefore, the samples of 120 companies listed in the Tehran Stock Exchange during the years 2006-
2015 were analyzed.
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1-equity premium
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1- Normatively Acceptable

2- Subjective Expected Utility (SEU)

3- Rational Expectations Equilibrium (REE)
4- Price-Earnings Ratio (P/E)
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1 - Prospect Theory

2 - Cumulative Prospect Theory
3 -Certainty Effect

4- Isolation Effect
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1- Concave

2- Convex

3- Objective probabilities
4- Decision weight

5 -Subjective probabilities
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