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Abstract

The Halo effect phenomenon causes the investor to be impressed by a
desirable feature of the stock which results in its generalization to other
features. This has led to erroneous citations that can potentially lead to
incorrect stock market pricing, stock price fluctuations and financial market
inefficiencies. Therefore, the present study aims to investigate the role of
managerial forecasts in the occurrence of the halo effect phenomenon in the
Middle East capital market. In this regard, this study has used the capital
market information of 12 Middle Eastern countries for the period 2016-2020
from data panel models to investigate the existence of this phenomenon. The
findings of this study show that managerial forecasts have no role in the
occurrence of the halo effect phenomenon in the Middle East capital market.
In other words, investors in the Middle East capital market do not use
management forecasts to follow the pattern of the halo effect phenomenon.
Therefore, investors, managers, legislators and other users should act more
rationally in their decisions.
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