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Effect of the Financing Structure on Liquidity in Shareholding Companies: on the

Industrial Sector Companies Listed on the Palestine Exchange: An Analytical Study
Abstract

This study aimed to analyze the effect of the components of the financing structure
on liquidity, by examining the mix of the financing structure (financing owned by ordinary
shares, self-financing, financing with short and long-term indebtedness) for Palestinian
companies operating in the industrial sector and listed on the Palestine Exchange for the
purpose of building structures capable of financing liquidity crises.

To achieve this aim, the necessary statistical treatments were carried out for the
financial data of the companies under study, during the period from 2010-2019, based on the
analytical descriptive approach. The researcher used the methods of analyzing longitudinal
data (Panel data) through the aggregate regression model, the fixed effects model, and the
random effects model using Eviews statistical analysis software.

The study concluded several results, including: the existence of an effect of the
variables of the financing structure combined on liquidity, and the trading ratio was not
affected by the ratios of self-financing, and financing owned by common shares, while it was
affected by the ratios of short and long-term debt ratios. The study recommended the necessity
of activating financing operations through the issuance of ordinary shares according to the
circumstances of each company, promoting self-financing, and reducing indebtedness in
order to avoid liquidity risk.

Keywords: Liquidity, Trading Ratio, Palestine Exchange, Financing Structure, Industrial
Companies.
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Correlated Random Effects - Hausman Test
Equation: Untitled
Test cross-section random effects

Test Summary Chi-Sq. Statistic Chi-Sq. d.f. Prob.

Cross-section random 3.958003 4 0.4117
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Variable Coefficient Std. Error t-Statistic Prob.

C 7.002484 0.529876 13.21532 0.0000

X1 -0.062656 0.258932 -0.241979 0.8092

X2 -0.055941 0.263767 -0.212086 0.8324
X3 -14.23524 1.609956 -8.842004 **0.0000
X4 -6.730559 2.441501 -2.756730 **0.0068

Effects Specification
S.D. Rho
Cross-section random 0.913014 0.3353
Idiosyncratic random 1.285631 0.6647
Weighted Statistics
R-squared 0.447630 Mean dependent var 1.404808
Adjusted R-squared 0.427902 S.D. dependent var 1.699416
S.E. of regression 1.285390 Sum squared resid 185.0494
F-statistic 22.69062 Durbin-Watson stat 0.846648
Prob. (F-statistic) 0.00000
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