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The Impact of Value Relevance of Earning Information on the Relationship of
Information Risk with the Cost of Equity Capital

Abstract

One of the important goals of managers in business is reducing the cost of ownership. Achieving
this goal is possible through two in-organization and outsourced approaches. In this research, we
seek to reduce the cost of ownership by an outsourcing approach, and the criterion used in this
approach is the value of the benefit. The value communication of profit information reduces the
accrual of accrual by increasing the explanatory power of profit. As a result, reducing the
information risk, shareholders demand a lower rate of return. The value relevance of earn
information by increasing the explanatory power of profit, reduces the information risk emergent
from low quality accruals. As a result, reducing the information risk, shareholders demand a
lower rate of return. For this purpose, the data of 76 manufacturing companies accepted in
Tehran Stock Exchange and over the years 1385 to 1396 are analyzed. The results of the research
hypothesis test using panel-based regression models show that the value communication of
earnings information reduces the positive relationship between information risk and the cost of
ownership. However, the value communication of profit information does not have a significant
effect on the relationship between the quality of accruals and the cost of ownership. In addition,
the results show that the value communication of earnings information does not reduce the
positive relationship between the quality of non-obligatory accruals and the cost of ownership.

Key Words: Innate Accruals Quality, Optional accruals quality, Information Risk, Value
Relevance of Earning information, Cost of Equity Capital

JEL: M41, G14, G32
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2- Efficient market theory

3-De Bondt & Thaler
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