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2. Financial Accounting Standards Board (FASB)
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Investigating the role of fiscal deficit adjustment on the
relationship between fixed asset revaluation and external financing

Davod Razm'?

Abstract

Today, corporate financing is one of the most challenging issues in the capital markets. A financial
deficit occurs when the cash resources required to manage the company's affairs and pay external
stakeholders (shareholders, creditors, and tax authorities) are less than the cash flows from operating
activities. Also, as this factor increases, companies are more inclined to increase their debt ratio to
cover the financial deficit. Therefore, considering the above, the main objective of the present study is
to investigate the moderating role of financial deficit on the relationship between fixed asset revaluation
and external financing. The statistical population of the present study includes all companies listed on
the Tehran Stock Exchange. According to the official website of the Stock Exchange Organization, by
the end of 1400, the number of listed companies included 784 companies. The statistical population is
in a 6-year period, from 1395 to 1400. According to the application of the filters mentioned in the third
chapter, 151 companies and 906 company-years were selected according to the systematic exclusion
rule. Regression analysis using the mixed data method was used to test the hypotheses. The results of
the research showed that there is no significant relationship between fixed asset revaluation and
external financing, but there is a significant and inverse relationship between financial deficit and
external financing. Also, with the intervention of the financial deficit variable as a moderating variable,
the relationship between fixed asset revaluation and external financing is significant and inverse.
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