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An Empirical Research for the Effects of Accounting Conservatism Degree on
Cost of Equity Capital
—Empirical Evidence from Listed Companies in China from 2012 to 2015

WEN Zhanglin
( College of Finance Jiangxi Normal University Nanchang Jiangxi 330022 China)

Abstract: In the modern accounting environment accounting conservatism has become one of the most closely
watched information quality characteristics; and its practical application has an increasing tendency. The cost of eq—
uity is the most important factor that affects the survival and development of enterprises. Does the stable accounting
information have an impact on the cost of equity? How is it affected? The article utilized the information of capital
market released by Chinese a — share listed companies from 2012 to 2015 empirically tested the relationship be—
tween stable accounting information and the cost of equity. The result shows that there is a significant negative rela—
tion between accounting conservatism degree and the cost of equity. The research has widened a perspective to re—
duce the cost of equity; at the same time it also provides empirical evidence to demonstrate the effect of accounting
conservatism accounting information on improving capital allocation efficiency.

Key words: accounting conservatism; cost of equity; economic consequences; asymmetric information
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