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Investigating the Impact of Profit Forecasting on Equity Capital
Costs in Companies Listed on the Tehran Stock Exchange

Mohammad Aghajani ™

Abstract

This study aims to investigate the relationship between earnings forecasts and capital costs
(debt cost and equity cost) in companies listed on the Tehran Stock Exchange. Given the
importance of earnings forecasts for investor decision-making and corporate financing,
examining the impact of these forecasts on capital costs can enhance the understanding of
financial managers and investors regarding the financial status of companies. In this research,
financial data of 167 companies listed on the Tehran Stock Exchange over recent years were
collected and analyzed. Descriptive and analytical statistical methods were used to analyze the
data. The Kolmogorov-Smirnov test was used to check the normality of data distribution, and
the results indicated that the data were normally distributed. Additionally, Pearson's correlation
test was used to test the research hypotheses. The statistical test results showed a positive and
significant relationship between earnings forecasts and debt cost. This result suggests that
companies predicting higher profitability generally face lower debt costs, which could be due
to greater lender confidence in these companies. Furthermore, a positive and significant
relationship was also observed between earnings forecasts and equity cost. This result indicates
that companies predicting higher profitability have a greater ability to attract capital through
equity.
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