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Abstract

The most important financial goal of publicly traded corporations is shareholders’ wealth
maximization. On the other hand, corporate financial policies are used as a tool to maximize
shareholders' wealth. Dividend policy is one of the financial policies available to managers,
which plays an important role in the management of the company's capital market.
Investigating the relationship between dividend as a corporate financial policy and the
systematic risk components of liquidity in order to discover the path of its influence on this
risk is the main goal of this research. In this regard, different liquidity risks are calculated
based on the LCAPM model and then the effect of dividend on it is investigated.

In this research, the Amihud criterion is used as a liquidity measure and the liquidity
adjusted capital asset pricing model to separate the components of liquidity risk, i.e. the
covariance of stock illiquidity and market illiquidity, the covariance of stock return and
market illiquidity, and the covariance of stock illiquidity and market return. Using the two
independent samples t-test, it has been checked whether the liquidity of Amihood and each
of its risks is lower in companies with high dividend than in companies with low dividend
or not. The data of 326 companies listed on the Tehran Stock Exchange and the Iran
Farabours Compony for the years 1380 to 1400 were used to test the hypotheses.

The results and the robustness checks show that, according to the theoretical expectations,
the increase in dividend has a significant relationship with the covariance of stock
illiquidity and market illiquidity, the covariance of stock return and market illiquidity, and
the covariance of stock illiquidity and market return. This finding means that investors
perceive the risk of liquidity less or react less to it for companies with high dividends and
are still willing to buy shares at a lower discount rate; but companies that have less
dividends are more exposed to this type of risk, and it causes an increase in the discount
rate and, as a result, a decrease in the stock value.

Increasing dividends can be used as a tool to manage stock liquidity risk; however, the path
of its influence should be considered according to market conditions and stocks in terms of
yield and liquidity. That is, companies can increase stock returns or stock liquidity in
conditions of low liquidity or market stagnation by dividend policy management.

Keywords: Liquidity Adjusted Capital Asset Pricing Model, Dividend Policy, Liquidity
Risk, Systematic Risk, Amihud Liquidity Measure.
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