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Analyzing the significant effects of stock liquidity on the level of
cash retention in organizations
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Abstract

This article presents a comprehensive review of the adverse consequences of stock liquidity on the cash holding
practices of organizations. Through an in-depth analysis of stock liquidity dynamics and its impact on corporate
financial decision-making, this study addresses the subtle relationship between liquidity levels and cash
conservation strategies. Cash is an important asset for the company and it has always accounted for a significant
percentage of the company's assets, so keeping this asset more or less than necessary can impose many problems
on the company. In order to reduce information asymmetry And to improve the relationship between the
liquidity of stocks and the level of cash retention, it is necessary for companies to have strong regulatory
mechanisms. This research emphasizes the importance of recognizing the detrimental effects of excessive stock
liquidity on cash reserves and sheds light on the potential implications for firms' operational and strategic
flexibility. The purpose of this study is to provide valuable insights for the company's financial management,
capital structure optimization and risk reduction methods by examining the mutual effect of stock liquidity and
cash retention. The implications of this research have significant relevance for corporate managers, financial
analysts, and stakeholders, and provide valuable insights for navigating the complexities of cash management
and cash holding in contemporary organizational contexts. The obtained results showed that the liquidity of
stocks has a negative effect on the level of cash retention. Also, the findings from the second hypothesis test
indicate that corporate governance mechanisms improve the effect of stock liquidity on the level of cash
retention.
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