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Abstract

The capital structure of a company shows the relationship between the shareholders' debt and equity while debt
leads to the limited liability for managers and capital helps increase flexibility and decision-making ability.
Liquidity refers to the relative ability of a business unit to convert its assets into cash. It actually reflects the
management of the current assets and plays a vital role in the success of the management of an enterprise. If a
business unit is unable to manage its liquidity in an optimal way, the current assets of that unit may not meet its
current debt, which can lead to its bankruptcy, compulsory liquidation and loss of shareholders and creditors'
rights. The aim of this study is to evaluate the impact of capital structure and liquidity on the profitability of
companies listed on the Tehran Stock Exchange. The study has been conducted between 2009 and 2013.
Multivariate linear regression and ordinary least squares (panel data) and EVIEWS have been used for the
analysis and testing of the hypotheses with a confidence level of 95%. The results show that there is a significant
negative relationship between capital structure and profitability (return on assets), while there is no positive
relationship between liquidity and profitability (return on assets) and no significant relationship between
profitability and return on equity.

Keywords: capital structure, liquidity, profitability.
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