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This study examines the dual role of institutional investors in Earnings management
and performance at the time of IPO and afterwards. Research shows that institutional
investors play an important role in corporate governance and by reducing earnings
management they reduce corporate problems. However, institutional investors,
through profit management, have the incentive to increase wealth when company
engage in IPO. This research also examines the performance of companies with
institutional shareholders after the IPO. The research hypotheses were analyzed by
regression analysis using the data of 50 companies listed in Tehran Stock Exchange
during 2001-2016. The results show that institutional investors restrict earnings
management at the time of IPO and participate in Earnings management based on
discretionary accruals after IPO. Also, post-IPO performance evaluation shows that
companies with a high percentage of institutional shareholders have improved their
capital market performance and operating performance after IPO.

Keywords: Institutional Investors, Earnings Management, Capital Market
Performance, Operating Performance, initial public offering.
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