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The purpose of this study is to investigate the economic effects of accounting
conservatism on debt cost. In this study, I examine how two types of accounting conservatism
-unconditional and conditional conservatism- affect debt cost in bank loan and corporate bond
contracting. The results of statistical analyses show (1) conditional conservatism reduces the interest
spreads of loan contracting, and (2) unconditional conservatism reduces the interest spreads of bond
contracting and enhance the bond rating.
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