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ABSTRACT: This paper examines whether and.when the information environment of peer firms
in an industry affects the cost of capital for otherfirms in the industry. We predict and find that
the peer information environment is negatively associated with a firm’s cost of capital when
there is less publicly available firm-specific information and this negative association shrinks as
the amount of firm-specific information increases. This paper provides evidence that information
about peer-firms has externalities on_the cost of capital for related firms and that these
externalities are time-varying.
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