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Investigating the role of cash holdings in relation to asset liquidity
and cost of corporate debt
(Case of Study: Organizations of Tehran Stock Exchange)
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Abstract

Companies that sell their assets have largely used these funds to raise capital and
reduce debt, and the funds generated by asset sales are significantly higher than those
generated by equity offerings. Therefore, the sale of assets can be considered far
beyond operational decisions related to reorganization or bankruptcy. In this research,
the role of cash retention in relation to liquidity and debt costs of companies has been
investigated. In this research, two hypotheses were proposed and each hypothesis was
tested with a regression model. Debt cost variable as a dependent variable, asset
liquidity variable as an independent variable and cash holding as a moderating
variable of this research were included in the model. For this purpose, data related to
157 companies admitted to Tehran Stock Exchange was collected in the period of
2012-2021. Multiple linear regression and Eviews statistical software were used to test
the hypotheses. There is no significant relationship between asset liquidity and cost of
debt. According to the results, keeping cash has a negative and significant effect on
the relationship between asset liquidity and debt cost.
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Real asset liquidity, cash holdings, cost of corporate debt, Organizations of Tehran
Stock Exchange.
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