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ABSTRACT

A dividend policy is known to be a plan that carries out crucial roles in dividing the
dividend given to the shareholders of companies based on the size and pattern of cash.
This policy brings out the confidence of a company to share their expected dividend
benchmark. With that, dividend declarations that were made actually helped the listed
companies to improve their financial performance so that the dividend pay-out could
meet shareholders’ expectations. There are multiple types of dividend policies, such as
stable dividend policies, regular dividend policies, irregular dividend policies, and no
dividend policies. Apart from that, it is a crucial issue that is debated in the financial
field. Dividend payments by companies are the most anticipated additional earnings
received by sharcholders because these people prefer cash, additional information
regarding firms’ future prospects, firm life cycle and more. Therefore, this study is
essential because it would expand previous study research on the factors that affect
dividend policy in our country, such as profitability, investment opportunities, leverage,
and inflation, to determine whether they have any significant relationship and identify
which aspect contributes the most to the dividend payment. Secondary data will be
taken from ten companies in a span of 10 years from 2011 to 2020.
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CHAPTER ONE
INTRODUCTION

1.1 INTRODUCTION

Stock exchange is one of the main platform that were used by investors. Even
though it was first introduced in 1460 at Belgium, the platform is still used and relevant
until now. There were 60 main stock exchange platforms accessible in 2016 according
to the figure obtained from (Desjardins, 2016). It includes Bursa Malaysia Berhad
(BMB). In Malaysia. the stock exchange was first established in 1964, Before it was

named BMB in 2004, it was known as the Stock Exchange of Malaysia and Singapore.

However, the main intention for this platform to exist is to provide shareholders
and companies a place to trade securities. One of the securities are stock. Stock is a
securities and part of the company ownership that will be given to the shareholders once
they do a buying transaction. The price of stocks varies from one company to another
which means that investors could create their investment portfolio depending on its risk
appetite. Besides that. the main intention shareholders buy or hold company’s stock is
to obtain profits and dividend payment. Every company in general have different
dividend payment. Dividend became one of the attractions that every stakeholder
looked up to because it could be considered as a bonus. Therefore, before dividends are
being paid. the dividend distribution is determined by the company’s policy. It is a
complex decision making since it influences both dividends pay-out and new projects
to be invested in the future (Hashemijoo, Mahdavi Ardekani & Younesi, 2012). Thus,

with the complexity it results in a “dividend puzzle™.

These puzzle focuses on whether companies really obligated to pay dividends
to their shareholders and it became more complicated to identify when it comes to
emerging markets (Al-Najjar & Kilincarslan, 2018). According to Chay and Suh (2009)
and Lotto (2020), “dividend puzzle” will be different for countries based on its
development status. It occurs when there are multiple kinds of environment, regulations,
and interest involved. With that, this study will investigate how developing country

adapt with the situation. Malaysia is known as a developing country based on World
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