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Abstract

This study investigates the impact of trade friction on corporate financialization, with a specific focus on the moderating role of
managerial self-interest and the mediating role of managerial short-sightedness. Using a sample of 103 non-financial firms listed on
the Tehran Stock Exchange (TSE) and the Iran Fara Bourse (IFB) from 2013 to 2023, selected via a systematic elimination method,
the research employs multiple linear regression and the Prais—Winsten estimation technique. The findings reveal that trade friction
exerts a significant positive effect on the level of corporate financialization. Moreover, managerial self-interest is found to positively
moderate this relationship, while managerial short-sightedness serves as a significant mediating mechanism. These results imply that
trade frictions can exacerbate managerial myopia, prompting a shift towards short-term financial investments. Departing from prior
literature that has centered on managerial traits or market-level responses, this study provides novel insights by delineating the critical
roles of managerial self-interest and short-sightedness in the nexus between trade friction and corporate financialization.
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Introduction
In the contemporary global economy, nations largely embrace free trade, facilitated by bilateral and multilateral agreements, to foster
economic growth and enhance profitability by reducing tariff and non-tariff barriers (Liu et al., 2023). Despite this trend, trade friction
remains an inherent and complex feature of the international trading system, posing significant challenges to firm performance and
strategic decision-making (Guo et al., 2024). Prominent instances, such as the Sino-American trade dispute (Huang et al., 2023) and
the sustained economic sanctions on Iran (Razm-Ahang, 2019), illustrate how such frictions can disrupt corporate operations. These
conditions often manifest as increased operational costs, constrained market access, and diminished returns on real investments, which
can, in turn, incentivize a corporate shift towards financial asset allocation—a phenomenon known as corporate financialization (Jin et
al., 2022). The role of corporate leadership in this dynamic is critical. Managers, often driven by job security or short-term incentives,
may make strategic choices that prioritize immediate gains over the firm's long-term value, a manifestation of managerial self-interest
(Hou et al., 2021). This raises a pivotal question: through what mechanisms do external trade shocks translate into internal
financialization strategies?

Against this backdrop, this study seeks to address a central research question: How does trade friction influence corporate
financialization, and what roles do managerial short-sightedness and managerial self-interest play in this relationship? We posit
managerial short-sightedness as a mediating mechanism and managerial self-interest as a moderating condition. Specifically, the
following hypotheses are proposed:

*Corresponding author
Mohammad Gholizad, N., Ashtab, A. and Ghayour, F. (2027). The Impact of Trade Friction on the Financialization of Firms Considering Management
Characteristics. Journal of Asset Management and Financing, 14(4), 1-22.

2383-1189 © University of Isfahan
This is an open access article under the CC BY-NC-ND/4.0/ License (https://creativecommons.org/licenses/by-nc-nd/4.0/).

d 10.22108/amf.2025.144797.1973


https://portal.issn.org/resource/ISSN/2423-6950
https://creativecommons.org/licenses/by-nc-nd/4.0/
https://doi.org/10.22108/amf.2025.144797.1973
https://amf.ui.ac.ir/
https://portal.issn.org/resource/ISSN/2383-1189
mailto:negingholizad98@gmail.com
mailto:a.ashtab@urmia.ac.ir
mailto:f.ghayour@urmia.ac.ir
https://orcid.org/0000-0002-7339-2100

Journal of Asset Management and Financing, Vol. 14, Issue 4, No.55, 2027

H1: Trade friction has a significant positive effect on corporate financialization.
H2: Managerial self-interest strengthens the positive relationship between trade friction and corporate financialization.
H3: Managerial short-sightedness mediates the relationship between trade friction and corporate financialization.

Materials & Methods

The sample of this study comprises 103 companies listed on the Tehran Stock Exchange (TSE) and Iran Fara Bourse (IFB) from 2013
to 2023. The sample selected through a systematic elimination process based on the following criteria: inclusion of firms with export
sales; availability of complete and reliable financial information for extracting research variables; a fiscal year ending on March 20 to
ensure comparability; and no change in fiscal year during the study period. Companies in brokerage, investment, leasing, banking, and
insurance industries were excluded due to their distinct operational nature. Financial data were sourced from Rahavard Novin software
and initially processed in Microsoft Excel. The final analyses were performed using EViews, Stata, and AMOS. The Sobel test was
employed to examine the mediating effect.

Findings

The findings indicate that trade friction exerts a direct and significant positive effect on corporate financialization. This suggests that
heightened trade restrictions prompt firms to expand their financial activities while diverting focus from real investment. Furthermore,
managerial self-interest positively moderates this relationship; specifically, in environments characterized by trade friction, managers
exhibiting higher self-interest demonstrate a greater propensity for short-term financial decision-making. Additionally, managerial
short-sightedness serves as a partial mediator, channeling a portion of the effect of trade friction on financialization through a short-
term managerial orientation. Complementary analyses using Tobit regression corroborate the significant positive impact of trade
friction on financialization, confirming that these results are robust across company types (i.e., listed on TSE versus IFB).

Discussion and Conclusion
In conclusion, this study demonstrates that trade friction, by heightening environmental risks and imposing operational constraints,
exerts a significant influence on corporate financial decision-making. The findings confirm the research hypotheses, indicating that
these external pressures lead to an expansion of financial activities at the expense of real investment. Moreover, managerial self-interest
acts as a positive moderator, intensifying this relationship as self-interested managers demonstrate a greater propensity for short-term
decisions amidst trade disputes. The results also identify managerial short-sightedness as a partial mediator, channeling a portion of
the effect of trade friction on financialization through a short-term managerial orientation. The robustness of these findings across both
the Tehran Stock Exchange (TSE) and Iran Fara Bourse (IFB) underscores that the influence of such environmental pressures is
pervasive, transcending specific listing venues. These insights collectively emphasize the necessity of integrating environmental,
institutional, and managerial factors in models of corporate financialization. From a practical standpoint, they underscore the critical
role of robust corporate governance and regulatory oversight in mitigating the short-termism amplified by managerial self-interest.
While this study is subject to limitations—such as the unavailability of disaggregated data on domestic versus export profits and a
sample confined to listed companies—it opens several avenues for future inquiry. Subsequent research could investigate sectoral
variations, incorporate broader macroeconomic variables, and probe deeper into managerial psychological traits. Such efforts would
yield a more nuanced understanding of the nexus between trade friction and financialization and provide actionable guidance for
refining corporate financial strategy.
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Table (3): First hypothesis final result
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Table (5): First model of third hypothesis test
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Table (6): Second model of third hypothesis test
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Table (9): The moderating effect of the second hypothesis
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