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The purpose of this study is to analyze factors affecting cost of shareholders’
equity capital of companies listed in the Stock Exchange of Thailand (SET) during 2002-
2006. The study follows O'Hanlon and Steele (2000) to measure a firm’s cost of equity
capital. The risk factors focused in this study are gross borrowing cost, dividend payout

ratio, working capital divided by current asset ratio, and cash flow from operation ratio.

The results of this study show that the cost of shareholders’ equity capital is
positively associated with systematic risk, consistent with Giner and Reverte (2006)
study. For results based on risk factors, the study shows that a firm's dividend payout
ratio has a positive impact on the cost of equity capital, while gross borrowing cost,
working capital divided by current asset ratio, and cash flow from operation ratio have a
negative impact on the cost of equity capital, which is inconsistent with the study’s
hypotheses. For the implication of this study, investors can apply risk factors resulting
from fundamental analysis to determine the risk and return for their investment

decisions.





