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The Impact of Accounting Conservatism on the Cost of
Capital:
A Case Study of Industrial Companies Listed on the Qatar
Stock Exchange
Dr. Adel Al-Gweir, Dr. Mohammad Nader Al-Othman
Department of Accounting, Faculty of Economics and Management,
University of Idlib

Abstract:

This study aims to investigate the impact of accounting conservatism on
the cost of capital in industrial companies listed on the Qatar Stock
Exchange. To achieve this objective, the researcher used a descriptive
approach to analyze the published financial data of nine industrial
companies listed on the Qatari stock market during the period from 2019
to 2023. The researcher also applied several statistical analysis methods,
including multiple regression and panel data models.

The study’s results indicated that most companies follow clear accounting
conservatism policies, with noticeable variation in the degree of
conservatism across companies and periods. Furthermore, the results
confirmed a statistically significant inverse relationship between
accounting conservatism and the cost of capital, whereby conservatism
reduces information risk and lowers financing costs through decreasing risk
premiums and borrowing costs.

Keywords: Accounting Conservatism, Cost of Capital.
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(1) Jsaadl Jedar .Y o Lo cplall 13 Lo sl 1) Lasy)
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0.852

Heteroskedasticity LR Test
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Sl oy A8 o anilaal) aaatll (gpina oSl aag ¥ 140N duca)dl) jLad)
Pooled ) ganall ) :disdy dilias) 73l 2D Lyl Lacayall 028 HlaaY
:.(Random effect) sl L3l ¢(Fixed effect) culdll i)y ((effect

£

:ga,\agﬂ\ Jlaasy Gl 1gad —|

el plaiy) #3gatt (7) a8y Jsand)
Dependent Variable: WACC
Variable Coefficient | Std. Error t-Statistic | Prob.
C 0.79907 0.003366 26.14255 | 0.0000
AC -0. 45821 0.002942 -1.55762 | 0.1211
Root MSE 0.023451 R-squared 0. 13084
Mean dependent var 0.083503 Adjusted R-squared 0.17691
S.D. dependent var 0.02367 S.E. of regression 0.023579
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Akaike info criterion -4.64618 Sum squared resid 0.101741
Schwarz criterion -4.61136 Log likelihood 431.7715
Hannan-Quinn criter. -4.63207 F-statistic 2.426168
Durbin-Watson stat 1.80149 Prob(F-statistic) 0.121052

se e Ju L %5 e ST P-value dad o dad o ) Galadl Joanll i
clyil) e %13 o 61 ¢0. 13084 wanil) Jalas dad cuily LS (7 3gaill 13 dsgine
%87 & a5 - salaall Liaill DA e byt (K JWl ol 28l 3 Alalal)
Laaill Wyt ¥ (9a) chaial agn JU) Gy AlSs 3 Alalal) @l o
O Y)W Gl Aals 8 Tl 55 eladll Laantl) o Jsaall el LS sl
.0.05 o ST adlany) dedl) culS 2 dilaas) AN 13 Gl 531 13a

Al il 2 3gai 1(8) 8y Jsand)

Dependent Variable: WACC

A5 Qwil“ Cé}u -

Variable Coefficient | Std. Error t-Statistic | Prob.

C 0.083132 0.000379 219.2942 0.0000
AC -0.3726358 | 0.000384 -14.983009 | 0.0000

Effects Specification
Cross-section fixed (dummy variables)

Root MSE 0.000486 R-squared 0.899576
Mean dependent var 0.083503 Adjusted R-squared 0.899469
S.D. dependent var 0.02367 S.E. of regression 0.000545
Akaike info criterion -12.0095 Sum squared resid 4.37E-05
Schwarz criterion -11.3481 Log likelihood 1148.883
Hannan-Quinn criter. -11.7415 F-statistic 9365.734
Durbin-Watson stat 1.802333 Prob(F-statistic) 0.0000
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Oag - srelaal) Laanill (PIA e Lyt (Kay JWl Gl 38 8 Alalal) <)
Wt ¥ (Al @i e JW Gl 3dlS b dlalal) @il e %10 &
I Gy Al 8 Wl 35 anlaal) gl o Jsaall el LS . aalaall Jagatl)

0.05 o yral ey Led)) colS a8 dilan) AN 93 SV 13

Ldlgdal) LBl #3500 1(9) A Jgaadl :duilpdal) il Fisa ¢

Dependent Variable: WACC

Variable Coefficient | Std. Error t-Statistic | Prob.
C 0.083148 0.00398 20.89174 0.0000
AC -0.000362 0.000384 -0.94246 0.3472

Effects Specification

S.D. Rho
Cross-section random 0.024099 0.9995
Idiosyncratic random 0.000545 0.0005

Weighted Statistics

Root MSE 0.000542 R-squared 0.004842
Mean dependent var 0.000845 Adjusted R-squared -0.000596
S.D. dependent var 0.000544 S.E. of regression 0.000545
Sum squared resid 5.43E-05 F-statistic 0.890372
Durbin-Watson stat 1.873579 Prob(F-statistic) 0.346621

Ligine ae e Ju b %5 (e Sl P-value dad of LDl Gald) Jaall

e %0.005 o i e <0.004842 yoaill Jalew Lo cily LSz 3sall 138
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L) aadios Luflgdally ALY )il adsaly oreadl) laai¥) g igai (o Alalial
Likelihood Ratio
Likelihood Ratio taa) :(10) a3, Jeaall
Redundant Fixed Effects Tests

Effects Test Statistic d.f. Prob.
Cross-section F 9499.892 8<147 | 0.0000
Cross-section Chi-square | 1434.222 8 0.0000

ab Al adall dumh (i %5 (e sreal HLasd Adlasy) dedl o Hlaely
Ayl Jaiis cAuhall dacdle SISYI z3gaill g8 mnentl) etV #isai o e
o Auhall GDL) g8 Aglsdall o Al il ziga of e pan Al dbad)
Nagin dlalaal)
Hausman Lia) asdius Lufjsdall by A3l a8 adgal om dalial

Hausman Testolial: (11) 48, Jsaal)

Correlated Random Effects - Hausman Test

Test Summary Chi-Sq. Statistic Chi-Sq. d.f. Prob.

Cross-section random | 0.560034 1 0.000

oat Al adell ducaj (i %5 e real JLasdU Adlaal) deill o) Hlacl
Lacayill Uiy cAayall daeda SSY) z3galll sa Algdal)l il #3508 of e
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