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Analyzing the Effect of Financial Reporting Frequency on Information
Asymmetry and the Cost of Equity: Emphasis on Differences between
Manufacturing and Non Manufacturing Industries

Fahimeh Alizadeh Korani*!

Abstract

The purpose of this study is to examine the effect of financial reporting
frequency on information asymmetry and the cost of equity in companies listed
on the Tehran Stock Exchange during the period 2020-2024, with particular
emphasis on the moderating role of industry type in these relationships. The
statistical population consists of 145 firms (95 manufacturing and 50 non
manufacturing companies), yielding 725 firm year observations. The data are
analyzed using panel data regression models. The results indicate that an
increase in financial reporting frequency has a negative and significant
relationship with information asymmetry. In other words, more frequent
disclosure of financial information reduces the information gap between
management and stakeholders, thereby enhancing informational transparency
and market efficiency. Furthermore, the findings show that financial reporting
frequency has a negative and significant effect on the cost of equity, such that
greater disclosure and reduced information risk lead to more stable expectations
and increased investor confidence. The analysis of the moderating role of
industry type reveals that industry type does not moderate the relationship
between reporting frequency and information asymmetry; however, it plays a
significant moderating role in the relationship between reporting frequency and
the cost of equity. Accordingly, manufacturing firms due to greater operational
complexity, higher information needs, and greater sensitivity to disclosure
quality experience a more pronounced reduction in the cost of equity when
reporting frequency increases.

Keywords: Financial reporting frequency; Information asymmetry; Cost of equity;
Industry type.
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