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Investigaing the affection of effective accounting variables on cost of capital in
companies listed in the Tehran stock exchange
Farzin Rezaie (PH.D)
Hossein ghaderi (PH.D)
Taghi Mohammadi (M.A)

Abstract:

Cost of capital is the minimum rate of return required to retain market value of the
firm. cost of capital is considered as an essential factor in making decisions on
investment ,capital budgeting, managing of working capital, establishment of optimal
financial structure, helping with performance measurment and determination of the
firm value through helping in discounting cash flows. This research aims at
examining the effects of some financial ratio and the firm age on the cost of capital for
firms in various industries. In order to conducting this research, 27 of active industries
in the research period(2003-2007), were reclassified in to 8 main industries and then a
sample consisting of 61 firms from the 8 integrated industries was selected using
Cochran method. The statistical method used in this research was multiple regression
together with poole least square (pls) method. In order to indicate role of the type of
industry in this research, we used dummy variable and step by step method. We also
used the lagged variable of the cost of capital in order to indicate its lagged effect. The
result indicate the effect of the long term debt to equity ratio, the long effect to total
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investment ratio, net growth of fixed assets, age variable and the logged cost of capital
of the firm on the current period cost of capital is significant.

key words: Cost of capital , type of industry, cost of equity , cost of Debt , Tehran
stock Exchange
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