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The Impact of Stock Price Crash Risk on Debt Cost with the Mediating
Role of Default Risk and the Moderating Role of Information
Transparency

Hossein Saedi?
Abdolmajid Dehghan?

Abstract

The aim of this research is to examine the impact of stock price crash risk on debt
cost with the mediating role of default risk and the moderating role of information
transparency. This study has been conducted using a quantitative experimental
approach and multivariate regression analysis. The screened statistical population
includes 143 firms listed on the Tehran Stock Exchange during the years 2013 to
2023, comprising a total of 1,573 observations. Econometric techniques and EViews
software were used to test the hypotheses. The findings of the study indicate that in
the Iranian environment, an increase in stock price crash risk leads to an increase in
the debt cost of firms, and the mechanism of this effect is partly mediated by default
risk. That is, as stock price crash risk increases, the default risk of firms also rises,
which in turn causes creditors to set higher interest rates for the loans granted.
Ultimately, it was found that although information transparency has a direct and
negative impact on debt cost, leading to a reduction in the debt cost of firms, it does
not moderate the effect of stock price crash risk on debt cost. In other words, the
impact of stock price crash risk on debt cost is not heterogeneous in firms with higher
or lower information transparency.

Keywords: stock price crash risk, debt cost, default risk, information
transparency
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