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Objective: In world markets, world uncertainty is a significant factor in
explaining and predicting the behavior of economic actors. World
uncertainty refers to unpredictable changes in economic policies, political
events, or international crises that can have multiple consequences. Studying
the behavior of institutional shareholders toward the risks arising from world
uncertainty is one of the unique aspects that, despite its high importance, has
been less discussed in accounting and financial literature. Accordingly, this
research seeks to examine the effect of world uncertainty on institutional
ownership, with an emphasis on the moderating role of financial
performance

Method: Data from 116 listed companies during the years 2005 to 2023
have been analyzed using a multivariate regression method based on panel
data analysis.

Results: The findings showed that world uncertainty has a negative effect
on institutional ownership. This reaction reflects a divergence of interests of
institutional shareholders with other shareholders in conditions of world
uncertainty, which has been observed only in political industries. Also, with
an increase in return on equity, the negative effect of world uncertainty is
weakened. This means that return on equity as an indicator of financial
performance is very important for institutional shareholders in conditions of
world uncertainty and can reduce the motivation to decrease ownership.

Conclusion: The results of this research can be useful for real investors,
analysts, and capital market policymakers in understanding the behavior of
institutional shareholders.
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Introduction

World uncertainty refers to conditions in which unpredictable changes in economic policies,
political events, or international crises occur. These changes can affect the decision-making
and performance of organizations. Therefore, how to neutralize the effects of world uncertainty
has become a controversial issue for economic actors and academic circles. Changes in
economic and political policies, exchange rate fluctuations, inflation and investment rates,
presidential elections, political parties, wars, military threats, terrorism and epidemics such as
SARS, and Corona are among the factors of world uncertainty in the operating environment of
organizations and companies. A review of the literature has shown that among economic actors,
institutional investors are among the actors who are trying to neutralize environmental
fluctuations and adopt appropriate investment strategies under existing uncertainties.
Institutional shareholders, by holding a large share of corporate ownership, have a crucial role
in the capital market and the economic welfare of societies and affect the interests of other
shareholder groups. This is why in recent years, studying the behavior of institutional
shareholders, including how they respond to uncertainties, has become very important.
Institutional shareholders, having a key position in the ownership structure and corporate
governance, are expected to use various tools and strategies in response to world uncertainty.
In explaining these reactions, many theories such as agency and portfolio theories have been
proposed in the finance and accounting literature. In line with these theories, it is expected that
the response of institutional shareholders will be realized through monitoring managers,
influencing strategies, playing a role in corporate governance, and adjusting the percentage of
ownership and investment portfolio. On the other hand, return on equity as a financial
performance indicator is an important motivational factor regarding how institutional
shareholders make decisions. Financial performance can improve institutional shareholders'
assessment of the economic outlook of the economic unit. According to empirical evidence,
improved financial performance can be considered a positive signal from management
regarding the ability of the business unit's management to control the negative effects of world
uncertainty by economic actors. Therefore, it is expected that return on equity will be
considered by institutional shareholders as a protective shield against world uncertainty and
will influence the intensity of the impact of world uncertainty on the level of institutional
ownership. Also, according to another theoretical framework, in conditions of world
uncertainty, institutional shareholders, despite appropriate returns for capital owners, may
increase the disposal of shares and adjust their portfolios. This is because, according to the
"Disposition Effect" shareholders in uncertain political and economic conditions, by disposing
of shares, prefer escaping from potential current loss over future extra profit. Accordingly, the
present study seeks to provide evidence of the effect of world uncertainty on the ownership of
institutional shareholders with an emphasis on the moderating role of the company's financial
performance. Investigating this issue is important because it helps to gain a better
understanding of the alignment or divergence of interests of institutional shareholders with
other shareholders in the face of world uncertainties.
Method

Datarelated to 116 listed companies during the years 2005-2023 were collected from Tehran
Stock Exchange , through systematic elimination method and analyzed using multivariate
regression method based on panel data analysis.
Results

The findings show that world uncertainty has a negative impact on the level of institutional
shareholders’ ownership, and institutional shareholders reduce their ownership only in political
industries under conditions of world uncertainty. Furthermore, other findings have shown that
return on equity weakens the effect of world uncertainty on the level of institutional ownership.
This weakening effect has also been observed in political industries. Further investigations
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have revealed that among the performance indicators of return on equity, profitability, return
on assets, and operating profit, only the return on equity indicator has a moderating role.
Another finding of this research is that the Global Economic Policy Uncertainty (GEUP) index
also has a negative impact on the level of institutional shareholders' ownership.

Conclusions

Since world uncertainty conditions cause a negative impact on stock characteristics such as
liquidity, stock value and create challenges in the operational process of companies and their
profitability. Institutional shareholders, as specialized and informed investors, try to neutralize
the negative consequences of uncertainty. Findings of this study have shown that institutional
investors adopt a strategy of adjustment and reduction of investment to neutralize the imposed
risks in conditions of world uncertainty. This means that in conditions of world uncertainty,
institutional shareholders try to transfer losses to other shareholders by reducing and selling
their shares to protect their capital. In other words, in conditions of world uncertainty, unlike
the usual case, institutional shareholders experience a divergence of interests with other
shareholders.

Also, from the findings regarding the moderating role of the return on equity index, it can
be concluded that under conditions of global uncertainty, return on equity can act as a protective
shield to prevent the exit of institutional shareholders and hinder further departure of
institutional shareholders. Furthermore, the moderating role of the return on equity index
among other financial performance indicators implies that in conditions of global uncertainty,
institutional shareholders focus solely on the return on equity index among financial
performance indicators. This is because this index plays a key role in predicting the future
performance of the business unit, the management's ability to create value, and the financial
health of the company. Moreover, this index, compared to other performance indicators, more
directly and purely represents the direct interests of this group.

Also, due to the negative reaction of institutional shareholders to the global economic policy
uncertainty index, it can be inferred that institutional shareholders, in addition to paying
attention to domestic macroeconomic and political conditions, also consider external factors
and expect that world economic policies will affect the domestic economic environment as
well.

Moreover, since political companies, due to the nature of their industries, are more exposed
to the adverse effects of world uncertainty, institutional investors active in political industries,
when faced with world uncertainty, rapidly distance themselves from their ownership positions
and divest their shares in order to protect their capital. In addition, strong return on equity is
perceived by institutional investors as a positive performance signal and can help prevent
further capital withdrawal by institutional investors. In contrast, non-political industries, as
they are less exposed to political factors and world uncertainty, do not exhibit a significant
response from institutional shareholders to this phenomenon.

The present study will provide readers and users with evidence to explain the type of
ownership behavior of institutional shareholders, based on the divergence or convergence of
interests with other shareholders under uncertain political and economic conditions,
emphasizing the role of financial performance.
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