S

‘THE CONTRIBUTIONS OF RATIOS TOWARDS THE COMPANIES STOCK
PRICES’

CELESTY GUSIBIH
2014146965

Submitted in partial Fulfilment of the
Requirement for the

Bachelor of Business Administration with Honours (Finance)

FACULTY OF BUSINESS MANAGEMENT
UNIVERSITI TEKNOLOGI MARA

December 2016



ACKNOWLEDGEMENT

First of all, I would like to this opportunity to gratefully thank to God The
Almighty for giving me a good health and time to complete this research project within
the time given.

Next, I would like to record my gratitude to my supervisor, Mdm. Emelia A.Girau
for the valuable assistance and advices. I am very grateful having her guidance and
constant supervision as well as for providing necessary information regarding the project
and also for her support in completing the project. Not just a fully guidance to me, but a
motivation to work harder and gives the best in this research project.

I would also like to give a very special thanks to my parents and my family for
giving me a lot of encouragement along this journey. Not forget to all my friends who
help me until this research project done completely

Lastly, I would like to thank Universiti Teknologi MARA for giving me the
opportunity and allowing me to use the facilities provided by the university.

Thank you.



TABLE OF CONTENT

CONTENT PAGE
TITLE PAGE.. ... 1
DECLARATION OF ORIGINAL WORK.......cc.cociiiiiiiniiiiiienieieceeeceeeee i
LETTER OF SUBMISSION ..ottt 111
ACKNOWLEDGEMENT ......cooiiiiiiiiiiinieiteeeteteteetest et v
TABLE OF CONTENT ..ot V-vii
LIST OF FIGURE......ccooiiiiiii e viil
LIST OF TABLE.. ...ttt sttt vil
ABSTRACT ...ttt sttt st X

CHAPTER 1 INTRODUCTION

1.0 INTRODUCTION. ..ottt 1
1.1 BACKGROUND OF STUDY ... 1-4
1.2 PROBLEM STATEMENT ......ccceoiiiiiiiiiiiieiencececeseceeeeee e 5
1.3 OBJECTIVE OF THE STUDY ..ot 5
1.4 SCOPE AND LIMITATION OF THE STUDY .....ccooiiiiiiiiiiiiienn 6
1.5 SIGNIFICANCE OF THE STUDY .o 6

CHAPTER 2 LITERATURE REVIEW

2.0  INTRODUCTION.....ccciiiiiiiiiieeeeieee et 7

2.1 STOCK PRICES. ...t 7

2.2 EARNING PER SHARE AND STOCK PRICES RETURN .........cccceeuuennee 8-9
23 PRICE EARNING RATIO AND STOCK PRICES RETURN.................. 9-10
2.4 RETURN ON EQUITY AND STOCK PRICE RETURN...........c..ccooiiiiint. 10-11
2.5 RETURN ON ASSET AND STOCK PRICE RETURN...........coiiiiiiiinen 11-12
2.6 THEORITICAL FRAMEWORK . ... ..o 13

CHAPTER 3 DATA AND METHODOLOGY

3.0 INTRODUCTION......ooiiiiitieieeieteee ettt ettt e e eneens 14
3.1 HYPHOTESIS DEVELOPMENT ......cooiiiiiiiieeee et 14-15
3.2  SAMPLE SELECTION AND DATA COLLECTION.......ccoovviiiiienennn 15
3.3 VARIABLES AND MEASUREMENT ......cociiiiiiiiiiiieeeee 16
3.3.1 Independent Variables.............ooiiiiiiiiiii s 16
1. Earning Per Share (EPS)........coiiiiii e 16-17

i1.Price Earnings Ratio (PER)...........coooiiiii e, 17



ii.Return On Equity (ROE).......coooiiiii e, 17

1v. Return On Asset (ROA). . ..o e e, 15

3.3.2 Dependent Variables. .........oviiiiiiiiiiiiii e e 18

333 Sampling SiZe......oonuiii i 21

3.4 DATA AN ALY SIS i 21
3.4.1 Multiple Regression Model............cooiiiiiiiiiiiiiiiiiiie e 21-22

3.4.2 Flow Of Estimation Process..........ooovvviiiiiiiiiiiiiiiiiiiiieiieeae e, 23

3.5 CONCLUSION. .. 1ttt e e nees 24

CHAPTER 4 RESULT AND FINDINGS ANALYSIS

4.0  INTRODUCTION.....cooiiiiiiiiiiiec et 25
4.1 DIAGNOSTIC DATA ... 25
4.1.2 DESCRIPTIVE STATISTICS TEST ..ot 25-27
4.2 UNIT ROOT TEST . ..., 28
4.3 VARIANCE INFLATION FACTOR (VIF) TEST........ccooiiiiiiii 29-30
4.4  BREUCH PAGAN LAGRANGE MULTIPLIER (BPLM) TEST................. 30
4.5 LINEAR REGRESSION TEST ..ot 31-33
4.6 CONCLUSION. ... e 34

CHAPTER 5 CONCLUSION AND RECOMMENDATION

5.0 CONCLUSION. ..ottt st 35
5.1 RECOMMENDATIONS. ... e 36
REFERENCE.. ...t s 37-43

APPENDIX 44-57



ABSTRACT

This paper studies about the effect of variables (EPS, PER, ROE, ROA) towards the
stock prices. This paper consists of four different ratios that were used to test the stock
price. Other than that, this study also reveal that stock price performance does not only
depending with one variables. This is because sometimes, some of the variables need
each other. In addition, this paper will examine which variables affect other variables,
and which contribute the most in stock price performance. This study done on Malaysia
Construction Sector and intend to guide the investors for decision making and for long-
term growth. The data was collected from 2011 to 2015 and was analyzed by panel data.
The findings show that only EPS and PER have significantly positive relationship

towards the stock prices.



