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Abstract

This paper investigates the behavior of the differences between bids and ask prices and spread
and the factors affecting them. The bid and ask price differences are one of the criteria for assessing
the liquidity risk of stocks and the selection of stocks in the investment portfolio. Therefore, this
study seeks to provide a solution to reduce the bid-ask price differences in an investment portfolio,
by estimating the effect of companies' financial variables on the amount of the bid and ask price
differences in the form of the linear Panel Data model. Accordingly, among the companies listed
on the Tehran Stock Exchange, 129 companies have been selected for the period 1386-1396. The
findings show that the Average Daily Stock Turnover and Liquidity Rating of the company,
respectively, had the most significant effect on the bid and ask price differences of stocks. Also,
based on our results, the first hypothesis, that stock price volatility has a positive and significant
effect on the dependent variable BAS, is confirmed. On the other hand, coefficients of stock
percentage in stock block holders, total company shares, and financial leverage in the linear model
are not statistically significant, and asset liquidity rating does not have the greatest impact on the
BAS dependent variable. So, the second hypothesis is not accepted. Also, the effect of the variable
of company size (volume of company’s assets) was not statistically significant and was considered
equal to zero. Therefore, the third hypothesis was accepted.
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