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Comparability and Cost of Equity Capital

L deg

JolS 00 dos 3 dlie dgd gl ddlue dosyd 3 Glewd gS L (o]

Dole SUS o) e adSS) dias b olpans (Liolys blB) 339 Conyd L

T Y g it BN WP



http://iranarze.ir/comparability+and+cost+equity+capital

()

% JTd UIJ__Il

539-L1> sLaULS ol5ig 43

INTRODUCTION

We investigate the association between comparability and cost of equity capital. Our study is motivated by

the Financial Accounting Standards Board’s (FASB’s) Concept Statement M. 8 Qualitative Characteristics of Useful
Financial Information, which defines comparability as, “the qualitative characteristic that enables users to identify and
understand similarities in, and differences among, financial statement items. Unlike the other qualitative
characteristics, omparability does not relate to a single item. A comparison requires at least two items” (FASB 2010,
Con. 8: QC21). The FASB’s position complements past academic research suggesting that improvements n
accounting quality, such as comparability, decrease investor information risk by improving estimates of future firm

.(cash flows, leading to a lower cost of capital (e.g., Feltham and Xie 1994; Holmstrom 1979
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