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The Relationship Between Financing Methods &
Percentage of Change in Cost of Capital
Case Study: Accepted Companies in 'Tehran Stock
Exchange’
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Abstract

The main objective of this paper isassessing whether thereis any
significant relation between financing methods and percentage of
change in cost of capital. First, some concepts such as Cost of Capital,
Weighted Average of Cost of Capital (WACC), Components of
Weighted Average of Cost of Capital, T-Statistics, F-Statistics,
Coefficient of Correlation are defined and the method for their
calculation is dealt with. The necessary data has been collected from
'"Tehran Stock Exchange' companies of different industriesfor a 4 year
period. After calculating the companies WACC the results are
compared with WACC calculated in U.S & India in 2003. The results
of this study show that in most cases there is a liner relationship
between financing methods & percentage of change in cost of capital
but thisrelationship may be meaningful or not, depending on financing
methods and(or) the study year.

*Associate Professor of Accounting, University of Tehran
*MA. Candidate for Accounting, University of Tehran
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