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Abstract

Economic theories predict that reputation plays an important role in determining behavior, and
that reputation also influences the actions of corporate professionals, including financial
auditors and analysts, and stock financing. This means that more famous companies have lower
capital costs because high reputation indicates better company quality, proper transfer of
competencies and doing business in accordance with the interests of shareholders. Therefore,
the purpose of this study is to investigate the effect of company reputation on the cost of capital
in companies listed on the Tehran Stock Exchange. The statistical population of this research is
formed by companies listed on the Tehran Stock Exchange and a sample of 114 companies
active in various industries was selected by screening method (systematic elimination) during
the period between 1394 and 1398. To test the research hypotheses, multiple regression method
was used using Eviews ninth version software. Findings showed that company reputation has a
significant and inverse negative relationship with capital expenditure. This means that the lower
the company's reputation, the greater the company's need for financing to borrow and finance
equity.

Keywords: Company reputation, cost of equity capital, Tehran Stock Exchange.
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