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Abstract

One of the factors that encourages managers to smooth out is the capital market
incentives. Fluctuating revenues over the years for a company cause investors to mistrust
and increase the company's risk. Therefore, managers are trying to report a smooth flow of
profit One of the factors that can lead to volatility in corporate profits is the effects of
managers' opportunistic behaviors. On the other hand, debt financing is one of the major
ways to finance companies. The creditors pay attention to the company's financial statements
in order to assess the pay-as-you-go principal and the interest on the loan, in which case the
profit is of particular importance It is argued that the opportunism of managers increases the
conflict of interests between executives and creditors, which increases the risk of corporate
financing and, as a result, increases the cost of debt financing. Therefore, the main purpose
of this study is to investigate the effect of managers' opportunism on debt financing costs.
For this purpose, a sample of 120 companies was selected among Tehran Stock Exchange
(TSE) listed companies during the period from 2010 to 2015. In order to test the hypotheses
of the research, regression models were used based on Panel data. The results show that
managers' opportunism has a positive and significant effect on the cost of financing through
debt. In this regard, it is suggested that creditors, investors, analysts, and other decision
makers should pay special attention to the level of their willingness to rate their expected

returns.
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