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This study investigates the impact of product market competition and product
diversification on the liquidity of stocks of companies listed on the Tehran Stock
Exchange. Given the critical role of liquidity as a key indicator of market
efficiency and investment attractiveness, this research analyzes the influence of
competition and product diversification on liquidity within the context of an
emerging market. The study adopts a descriptive-correlational approach,
utilizing a quantitative and post-event methodology. The statistical population
consists of companies listed on the Tehran Stock Exchange, with a final sample
of 110 companies selected through judgmental exclusion sampling over the period
from 2017 to 2024 (8 years). Data were extracted from financial reports on the
Codal platform and analyzed using regression analysis via Eviews software. The
results indicate that both product market competition and product
diversification have a positive and significant relationship with stock liquidity.
These findings underscore the role of competitive strategies and diversification
in mitigating financial risks and enhancing market efficiency. Additionally,

Keywords: supplementary analyses, including nonlinear and interaction models, confirmed
Competition, Product the presence of an inverted U-shaped relationship and the moderating effect of
Diversification, Liquidity, : financial leverage. This study offers novel insights for managers and policymakers
Market Efficiency to improve liquidity and market efficiency.
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1. Introduction

One of the important challenges that
company managers face is competition.
The relationship between competition and
liquidity in markets is a complex issue and
has been widely studied by various
researchers. Various studies show that
competition can either increase or
decrease liquidity, depending on several
factors, including market structure, the
presence of market makers, and external
influences such as economic conditions
and regulatory frameworks (Ali et al., 2022;
Zhou, 2024). On the other hand, another
important issue for companies is
diversification. A product diversification
strategy aimed at higher profitability and
growth can increase sales volume and lead
to better financial performance (Omosa et
al., 2022). The issue of market competition
has been widely discussed in the research
literature, with most studies focusing on
its impact on bank performance (e.g., Chen
et al, 2022), while few studies have
examined its effects on liquidity creation
(Hsieh et al, 2024). Therefore, the
innovation of this study is to examine the
relationship between competition and
liquidity in companies listed on the Tehran
Stock Exchange. On the other hand, this
study also examines the relationship
between diversity and liquidity in
companies listed on the Tehran Stock
Exchange and can contribute to the
research literature.

2. Research Methodology

Considering that the purpose of this
research is to develop applied knowledge
on the effect of competition and product
diversification on company liquidity, it is
classified as applied research. In terms of
method and nature, it is descriptive-
correlational. It employed a quantitative
approach in the implementation process
and post-event in terms of the time

Journal of Executive Management

G

s

'(\

dimension. A judgmental exclusion
sampling method was used to select the
final sample, which consisted of 110
companies listed on the Tehran Stock
Exchange. The time period of this research
is also from 2017 to 2024, for 8 years. The
relevant data was extracted Dby
downloading the companies' financial
reports from the Codal site.

3. Findings

The results of the test of hypothesis 1
revealed that there is a positive and
significant relationship between the
competition variable and the liquidity
variable; therefore, the first hypothesis of
the research is confirmed.

Also, given that a positive and
significant relationship was observed
between the company's diversification
variable and the liquidity variable;
therefore, the second hypothesis of the
research is confirmed.

4. Conclusion

The interaction between competition and
liquidity is crucial for market efficiency.
This study examined the role of stock
competitiveness and product diversity in
firms’ liquidity. The results showed that
high stock competitiveness can lead to a
positive impact on liquidity. Firms with
greater product diversity can attract more
investors, which in turn increases their
ability to manage market fluctuations. In
addition, product diversity allows firms to
be more resilient to changes in market
conditions and  consumer  tastes.
Therefore, optimizing product mix and
making stocks more competitive can
improve liquidity and reduce financial
risks. Overall, the results of this study
emphasize that optimal product mix
management and focusing on stock
competitiveness are key factors in
increasing firms’ liquidity. Companies are
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advised to design their product ultimately create greater added value for
development and financial improvement shareholders.
strategies to achieve these goals and
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