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Equity Division Reform, Accounting Conservatism and Capital Cost
CHEN Aihua

(Research Center, Xiamen National Accounting Institute, Xiamen 361005, China)

Abstract ; In this paper, we use A-shared listed companies in Shanghai and Shenzhen from 2000 to 2011 as samples, and ex-
plore the relationship between accounting conservatism and the cost of capital in the context of the equity division reform. The
results show that, the higher the degree of accounting conservatism, the lower the cost of equity capital and debt capital. After
corporate equity division reform, the negative relationship between accounting conservatism and the cost of debt capital is sig-
nificantly enhanced. We find that the negative relationship between accounting conservatism and cost of equity capital make no
difference after equity division reform.

Key Words: equity division reform; accounting conservatism;cost of equity capital ; cost of debt capital ;listed company ; quali-

ty of accounting information ; corporate goverance
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