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Abstract

Liquidity is one of the most important topics studied in the field of market microstructures and is
defined as the possibility of trading at high speeds, with little cost and without severely affecting prices.
As the liquidity of the securities decreases, the cost of trading increases with time. Investors are
demanding more rewards for the extra transaction costs paid and as a result, the cost of capital
associated with these companies increases. The main purpose of this study is to investigate the
relationship between stock liquidity and cost of capital and also to examine the moderating role of
family ownership on the relationship between stock liquidity and cost of capital in 113 firms listed in
the Tehran Stock Exchange during the period 2012-2017. Independent Stock liquidity variable was
measured by the measures of turnover ratio, Illiquidity measure of Amihud, bid-ask spread, percentage
of free float stock, combined measure of stock liquidity, and Cost of capital dependent variable by the
Proxy of Cost of equity, Cost of debt and Weighted average cost of capital. The moderating variable is
family ownership. The research method was correlation and multivariate regression was used using
panel data with fixed effects regression model approach.The findings show that there is a positive and
significant direct relationship between the variables of Illiquidity measure of Amihud and the combined
measure of stock liquidity with equity cost of capital and the relationship between bid-ask spread price
and equity cost of capital. There is a negative and significant reverse. There is also a positive and
significant direct relationship between the percentage of free float stock and the cost of debt capital.
Also, there is a positive and significant direct relationship between Illiquidity measure Amihud
variables and the combined criterion of stock liquidity with the weighted average cost of capital. In
addition, family ownership variable had a negative and significant negative effect on the relationship
between the bid-ask spread with the average weighted cost of capital, and the combined criterion of
stock liquidity with the weighted average cost of capital. There is a direct.The results also show that
using different liquidity metrics can sometimes yield quite different results. Theoretical foundations of
the research show that there is a strong relationship between cost of capital and investor expectations.
When investors have poor expectations about a company's financial position, demand for the company
will decline and there will be a negative impact on the liquidity of its stock, thereby increasing the cost
of capital.
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