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Thesis:

The effect of profit management and audit quality on
the cost of equity

One of the important issues that has been recently paid attention to is equity and related
issues, and this issue is considered one of the basic concepts in accounting. The rights of
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shareholders are important from two external and internal dimensions

From the external perspective, the cost of equity is used in the evaluation of securities and
the evaluation of the company's performance. From the internal perspective, the cost of
equity plays a key role in decisions related to determining investment priorities,
determining the optimal capital structure, and evaluating the performance of departments.
For this reason, reducing the cost of equity from both internal and external dimensions is
important for the company and investors. Considering the conditions of the Iranian capital
market, especially the state of the stock market, shareholders and financial decision makers
need transparent financial information based on It is true that they can make better and
more efficient decisions.

One of the efficiency criteria of the stock market and securities market is reducing the costs
of companies, especially the costs of equity to increase the profitability of companies. This
criterion can occur when companies have the necessary ability to disclose the quality of
their profits and participate in projects and investment plans that are more profitable, and
under these conditions, disclosure of information can indicate the desired performance of
companies for the future.

This issue reduces the information asymmetry and the gap between the information of
company managers and shareholders and leads to the reduction of the costs of equity rights
of companies. Therefore, the results of this research can help formulate the future
investment policies of companies and shareholders and increase the efficiency of their
capital.

The purpose of this research is to investigate the relationship between earnings
management and the cost of equity with the moderating role of audit quality.

This research has three questions as follows:

1- Is there a relationship between profit management and cost of equity?

2- Is there a relationship between audit quality and cost of equity?

3- Does audit quality moderate the relationship between earnings management and cost of
equity?



