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Abstract

Trade credit plays an important role in the business activities of any firm and reflects the level of trust
of suppliers and creditors in the business and is a short-term financing tool. Therefore, in this study, has
been investigated the effect of financial distress and financial constraints on the trade credit of
companies listed on the Tehran Stock Exchange. This research is an applied, descriptive and
correlational study. The statistical sample includes 150 companies selected from the Tehran Stock
Exchange during the years 2012 to 2019. Thus, 1200 observations were obtained that the financial data
required for analysis were collected from the financial statements of companies. The statistical models
of the research were estimated after performing diagnostic tests with fixed effects regression
econometric approach and using Ives software. The results of hypothesis testing showed that financial
distress has a positive and significant effect on accounts payable and a negative and significant effect
on accounts receivable. Financial constraints also have a positive and significant effect on accounts
receivable. But the results did not provide strong evidence that financial constraints affected accounts
payable. The results of this study confirm that the financial condition of companies and in particular
financial distress and financial constraints play an important role in financing policies and trade
financing.
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