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Abstract

The quality of the accounting information affects the market participants
assessment of future cash flows, as well as the decisions of the company, which
in turn affect the expected value of the company. It is expected that there will
be an inverse relationship between the quality of the financial statements and
cost of equity capital. In contrast, the high quality of the financial statements
may not result in a reduction in cost of equity capital if the reliance of
stakeholders on the financial statements in decision-making is reduced.
Therefore, the present study aimed to identify the impact of the quality of the
financial statements on cost of equity capital. To achieve this objective, an
empirical study was performed on a sample included 246 annual observations
for 82 listed companies during the period 2014-2017. The results showed an
inverse and significant relationship between the quality of the financial
statements and cost of equity capital.

Keywords: Quality of financial statements; accounting quality; earnings
quality; cost of capital; cost of equity capital.
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