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Review of Trading Credits, Short-Term Liabilities and Sale
Growth
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Abstract

Credit rating and trade credit are the most important sources of short-term financing. Credit arises when a firm
receives goods and services from the suppliers without paying for them at the transaction time. In other words,
credit rating is based on trade credit between a purchaser and a seller, by which the seller permits the purchaser
to pay for the bought commodity with delay. Financiers of a firm are mainly banks and trade partners. Trade
credits are widely used in developing and developed nations based on alternative financial source theories and
market power. Alternative financial source theory bars firms from getting bank loans. Consistent with market
power theory, creditors increase credit rating and trade credit to increase corporate sales. Corporate managers
have information dominance over other stakeholders. Therefore, they can use various strategies to contribute to
credit rating considerably. The present descriptive research investigates the impacts of trade credits, short-term
liabilities, and sale growth to conclude that trade credit significantly affects short-term liabilities and sale growth.

Keywords: Trade Credit, Short-Term Liabilities, Sale And Financing
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