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Investigating the effect of Trade Credit on the Risk of Falling

Stock Prices

Abstract

The main purpose of this study is to investigate the relationship between the impact of
commercial credit on the risk of falling stock prices based on capital market evidence. This
study takes a step with the approach of factors affecting financing through commercial credit
in companies. In order to develop the literature on the subject and the scientific aspect of this
research, it is expected that in line with previous research, based on capital market documents,
it will be shown whether the trade credit payable and received in financing companies can
affect the risk of stock price fall? The present study was conducted with an applied approach
and descriptive-correlation method of post-event type using the information of 143 companies
from Tehran Stock Exchange companies. In this study, the hypotheses were tested using
multiple regression from year-companies collected during the period 2009 to 2018 using Stata
statistical software. In testing the hypotheses at the expected error level (five percent), the
results of testing the hypotheses indicated that there was an inverse and significant
relationship between tradable credit and the risk of falling stock prices. There is a significant
inverse relationship between the received credit and the risk of falling stock prices. In

summary, the results of this study were in line with previous studies.

Keywords: Trade Credit Receivable, Trade Credit Payable, Risk of Falling Stock Prices.

e



