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Abstract

Objective: The aim of this paper is to investigate the role of the fundamental
accounting variables in determining the systematic risk by focusing on two
samples of healthy and financially distressed firms.

Methods: The method is pairwise comparison. For this purpose, the data of
17975 monthly observations of healthy firms and 6430 monthly observations of
distressed firms (309firm) were analyzed.

Findings: The results indicated that there is a significant difference between the
status of fundamental variables in healthy and distressed stocks. Also, systematic
risk in distressed firms is higher than in healthy firms (at 90% confidence level).
And finally, the results showed that the expected returns and risk premium in
healthy firms is higher than distressed firms.

Conclusion: The results indicated that there is a relationship between the
fundamental accounting variables and systematic risk in two samples of
financially distressed and healthy firms, and this relationship causes the
difference in expected return and premium risk of financially distressed and
healthy firms.

Contribution: Identifying the fundamental accounting variables and explaining
their relationship with systematic risk by separating financially distressed and
healthy firms leads to a more accurate premium risk assessment.
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