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WHZeiERE4L (EX) Theempirical relationship between earnings quality, cost of equity
capital, and cost of debt
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el Zg (KITAGAWA NORIO)
HEKXE - BEFHER - 2R
MEEHES 80509844

HRAREOBE (F1) -
ATRFED HAOE, RSO B & A D 2 b L ORI D2 b L OBRER BT 5
DL Thh, HIORRE, AFETHE FOMAL R, (1) FEOEBMERRZ N E VS 5
TRIESO @ EAEN T PHREAR T 2 MG, (2) FIESO SEICBI 5 et s
HCHHRAFEGOME, FISORFEE, FIAED PRI, 35 L ORI Tl & HEOF)
EAT Ly R EOMICEAORBBRSHS, (3) FAEOMEORIERTH SR FLEHO
SV RIRS O TR RTRERE, FIRSTAEL L 5] 2 7 & TADBIRE AT 5, (4)#H T i
TRISE SNIREE TR B LB 227 & ORICIZADMBIBIES S 5.,

WFFERCR OB (3E30) -

The purpose of this research is to investigate the relationship between accounting
earnings quality, cost of equity capital, and cost of debt. As a result of analyses, I
find the following evidences. (1) Firms with higher earnings volatility, that is low
earnings quality, experience higher cost of equity capital. (2) General proxies for
earnings quality, that 1is, accruals quality, earnings persistence, earnings
predictability, and earnings smoothness have negatively correlated with bond yield spread.
(3) Proxies for earnings quality, that is, accruals quality, earnings predictability,
and earnings smoothness have negatively correlated with idiosyncratic risk. (4) Quality
of management forecast earnings measured by management forecast errors have negative
correlations with idiosyncratic risk.
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Earnings volatility
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