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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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0.852

Heteroskedasticity LR Test
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Slsial) e slad) Jaianllz(3) s

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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zasaill 138 o e L %5 e il P-value dad of sl Galadl Joaall e
e %90 i ) <0.899576 aalld) aanill Jales dad it LS dloas) AV 43
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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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667



2025 alad 2 211 8 alaal) Gl drals Eigan Ao

eslaall Baaail) A dupal 7 igai Juadl ga ALl oSl ¢ dgad daca il Ao
ol A e alaal) Baatll bl S e uf il cJlall ol A
ol aag Jo AU AL L) Juily atel) duap (b dnle Bl (Jlal)

Ol ) A8 e alaal) Jaaatll (Ggina

daapsall 8 dayaall dacliall AN G ) Ayl il e 1Ll
diaad () Ja 3 cdlataie dnalae Glubie 2 lglaas (& )kl
Oe Sk s YL GleY) daby leally Cijladl CilgeY)
& Al o Taaly Tls Ll cpell a8y (el IS Lgans
exs Jie (A1 dalse 39ns ) e Lo ¢ aulaal) Jaiatl djlas (S5
Laall Gadss (B 55 8 EaladY) Cagyllly dielivall dephy (4S54
o iy palad) Bial (giee o Al @elil LS ¢ aaladll
Wains ST labiw cindie) GSEN Gans o ) el be st a3l a
el g Waans QB clabie AT G168 Cadel Ly« il (ae b
bl e Labaidy) cagylally Ll Jalgall il (S L «(gal

Al cls,al)

-11

Lagaill (gginn (g Alan] AV 3 LaSe DL 25mg Ayl il cupell -

dsalae ilubin Gl S GIGEN G i e W Gl 2dlS5 aaladll
OsS b Gl s claje (e BBl Lepal QL) Gl 245 (55 Unias ]
pacs Cusily Aldinall yileall Habull Calie¥) DA ey relaall agal
Ji e Aadgd) LA e ity Jsalls LY i 8 dalld)
Gl 38 (I Aasyg A0 AL bl B agil (ha e ¢ painnal
llayg o(Bhlaall sdle (mliail) aghlane Jde Ji dlse (9 paicsdd)
Sl (e s Lo o ial Y AASS (mlinil) aguing B Ao JBl 158 (gam Al
S il ¢ anlaall Lanill o) WS AT e Ll Gal ddleay)

e lall 1S53l 2 Jagal

668



ULA.\aJ\ a ‘ﬁ};.“ )

:Cilua gl -12

Omcajally (ppaticeall A8 Jojad (e 4iay (A8l 42y dddle )l et o)) -
A W Y

Gandl b oalaal) Liaill LY cpydina) agly o5 835 Glo Jeall -
By ahh Ml e aase by b oJll Gy dalSs

Coaiall wa dualsll bl gpuat e den of QIGAD Guaten -
A W Y1 e Ailady AaEy Clastes anl DA Ga Cnjialls
LY L Aalaial) jhlaall (midtg agil jaiet Caagy

labad) 51 sy (lGA) 4 JW Y ddhe hany) deady -
Al Gy dal<s e daadaal) dualadll

WS 4 p5 o) oSe ) bl Jelsall 8l gl dliiee Siladd elal =
J )

669



2025 alal 2 a2l 8 alaall Gl drals Eigan Ao

A ad) AL a2 s Y zpalal) -13

GSal ) Sl 4 aalad) Biaill 5 (2017)0S) oha 2ane Cipdl ¢ Bues s
B Sl A DY) dedlall diladl dolai®Y) dedll Lo cplals days 8 dayadll

O A o el Jadasll Jaaall 51 (2024) -0 ¢ Alia felgn o bl aa Lo o @
150-120 ¢(4)15 cAasalaally 0WI askell dlas . JLall () 2255 cilagleall L aae

Lupal) Aladl L agedl Aol dail o oaladll Bantl) 51 .(2022) mpd ads ) pad)  w
20-1 40 ¢ galell il

Al A8l pdally A3 Aokl cllal) #3la & g 3sall i) (2012) o (WS) (Jlaall
290272 21 ciglasy) aslall 38l

o s AL el dae) i selaal) anl Ay 8 535400 algal) (2012) L Dle cgfaes m
25-1 ((1)8 «Jle¥) 5l b da Y1 dladll . 0]

Apalaall Gigadl dlaa Jlll ) 4S5 e ol Bintl) (ggin 3 .(2018) L agena(gslinll @
25-1 (1)1

Jhlid (mpall Jlas) e LY sasag Jaeadll (py 3D 5T L(2018) . piad deal ( pmn m
25-1 ¢(1)5 ele dnals Alsa A G5V Goer A 52al) SISHEN LI el

Ll Eisal) Alae . paiied) shiie (g plaall Bl ai (2011) zsiae dena syl
25-1 ¢(2)25 cspualadl)

Sl oy AdlSsg Dbl )il oolaall Laintl) oy 38D Qs 1(2014) -olad opal) 2w @
25-1 ¢(2)1 chaalydly dulad) Alae sliidl ded e lagils

Ll Jlae b lbleall e g0 Janitl = 5ida ] -(2013) - bl sl Gus e (gslBa0
25-1 ¢(1) eplailly sLa®l dpalell Al IFRS. adgall il yules sgn b (galadl)

@il Alae Panel. Jibas aladiols Ll Joall Al slaill @laass .(2010) L ale ¢ Jaadl @
A40-19 ¢(1)12 ¢dadhs) Lpsload)

Lyeaall alaall julae 8 cauladl) dnil) 535 (g2 5lasls 2y (2010) 2ese JUl pase @
¢(2) eslailly sLa® dalal) Alnall L& yemall domsally Alscsl) €A A ylall s35n e
25-1

Lbdas Ay JU el 388 e o paiionall o laglaall (5 L (2011) L psdand) 2o L S
2571 (1)5 csls daals dlne . puma b lidl g e

oyl GG (e die Al 1A Ay o Jl Gy Al 3L (2021) L sed e
2571 ¢(2)5 Ay Aol Slaall Lyl Aladll . plas dayr b

Ly 1 lllall 5 5 aadams & JLal) Gulyl syl AAS 51.(2017) - olass dame st ¢ Saghidl)
Gl drala . (Bsdie i piale Al) Glee daysy b Aayad) Lo liall CISHEN e dauls
aalad) ad (JleeY) S gy

670



O\.Af\d\ a ‘ﬁ};.“ )

daals dlaa . eliall g Uil & (glena) Dl e JWl Gl 445 3. (2014) - g4 el m
.25-1, (1)5 ‘CIT'JA L_gma\ﬁ

g 5aK Al B Ll

= Ade, Imam Muslim, & Setiawan, Doddy. (2023). The effect of accounting
conservatism on the cost of equity capital: Evidence from Indonesia.
International Journal of Economic Policy in Emerging Economies.
https://doi.org/10.1504/1JEPEE.2023.134795

=  Rebaz, Mohammed Hussein, & Mohammed, Hussein. (2022). The effect of the
accounting conservatism on reducing information asymmetry and the cost of
capital within the framework of international standards. Journal of Global
Social Sciences, 3(11), 1-15. https://doi.org/10.31039/jgss.v3il1.65

= Tahat, Ibrahim . (2022). Correlation between cost of capital, book values and
shares prices: Evidence from Qatar Stock Exchange. Financial Markets,
Institutions and Risks, 6(3), 40—48. https://doi.org/10.21272/fmir.6(3).40-
48.2022

= Xie, Yuying. (2015). Confusion over accounting conservatism: A critical
review. Australian Accounting Review, 25(2), 204-216.
= Investopedia. (2024, July 24). Weighted average cost of capital (WACC):

Definition and formula. https://www.investopedia.com/terms/w/wacc.asp

671


https://doi.org/10.1504/IJEPEE.2023.134795
https://doi.org/10.31039/jgss.v3i11.65
https://doi.org/10.21272/fmir.6(3).40-48.2022
https://doi.org/10.21272/fmir.6(3).40-48.2022
https://www.investopedia.com/terms/w/wacc.asp

