DIVIDEND POLICY AND ITS IMPACT ON SHARE PRICE: EVIDENCE FROM LISTED
COMPANIES IN BURSA MALAYSIA

MUHD IRFAN BIN IBRAHIM

2015180145

SUBMITTED IN PARTIAL FULFILLMENT OF THE
REQUIREMENT FOR THE
BACHELOR OF BUSINESS ADMINISTRATION WITH HONOURS (FINANCE)

FACULTY OF BUSINESS MANAGEMENT
UNIVERSITI TEKNOLOGI MARA
KOTA KINABALU, SABAH

DECEMBER 2017



ACKNOWLEDGEMENT

In the name of Allah, the Most Gracious and the Most Merciful, Alhamdulillah, all praises to Allah
for the strengths and His blessing in completing this project paper. Special appreciation goes to
my advisor, Madam Anastasiah Binti Harbi, for her supervision and constant support. Her
invaluable help of constructive comments and suggestions throughout the thesis works have

contributed to the success of this research.

| would like to express my appreciation to Universiti Teknologi MARA for giving the chance for
me to enhance my knowledge about the related fields which is finance during finishing this

project paper.

Last but not least, my deepest gratitude goes to my beloved parents and also to my
siblings for their endless love, prayers and encouragement to me. To those who

indirectly contributed in this research, your kindness means a lot to me.

Thank you



TABLE OF CONTENTS

TITLE PAGE. ... e i
DECLARATION OF ORIGINAL WORK........coiiiiiiiiiiiie e, i
LETTER OF SUBMISSION. ... il
ACKNOWLEDGEMENT ..ot \Y
TABLE OF CONTENTS ... v
LIST OF TABLES. ... .o viii
LISTOF FIGURES ... ix
LIST OF ABBREVIATIONS. ... ..o X
ABSTRACT ... Xi
Table of content Page
CHAPTER 1 INTRODUCTION 1

1.0 Introduction

1.1 Background of Study

1.2 Problem Statement

1.3 Research Objective

1.3.1 General Objective

1.3.2 Specific Objective

1.4 Significant of Study

1.4.1 For the Researchers and Academicians
1.4.2 For the Current and Future Investors
1.4.3 For the Managers/Government

1.4.4 For the Public Reader

1.5 Limitation of Study

1.5.1 Auvailability and Accessibility of Data
1.5.2 Advanced Knowledge on the Methodology Software

© © 00 0o N N O o o o O o A~ W -~

1.6 Chapter Summary
CHAPTER 2 LITERATURE REVIEW

-
o




2.0 Introduction

2.1 Theory

2.1.1 Dividend Irrelevance Proposition — Miller & Modigliani
2.1.2 Agency Theory

2.2 Literature Review

2.2.1 Summary of Literature Review

2.3 Theoretical Framework

2.4 Conceptual Framework

2.5 Chapter Summary

CHAPTER 3 DATA AND METHODOLOGY

3.0 Introduction

3.1 Scope of Study

3.2 Sample

3.3 Empirical Model

3.4 Measurement of Variables

3.4.1 Proxy of Measures for Dependent Variable
3.4.2 Proxy of Measures for Independent Variable
3.5 Hypothesis Testing

3.6 Estimation Methods

3.6.1 The Panel Unit Root Test

3.6.2 Diagnostic Test

3.6.2.1 Serial Correlation/Autocorrelation
3.6.2.2 Heteroscedasticity

3.6.2.3 Multicollinearity

3.6.3 Estimation Procedure for Panel Data Approach
3.6.3.1 Breusch and Pagan LM

3.6.3.2 Hausman Specification Test

3.6.3.3 Pooled OLS Test

3.7 Flow of Research Methodology

3.8 Chapter Summary

CHAPTER 4 FINDINGS

4.0 Introduction

4.1 Analysis Measure

4.1.1 Descriptive Analysis

10
10
10
11
11
14
17
18
19
20
20
20
20
23
24
24
25
25
26
26
27
27
27
27
27
28
28
28
29
30
31
31
31
31

Vi




ABSTRACT

This paper investigates whether there is effect of dividend policy on share prices in the listed
companies in Bursa Malaysia. The numbers of companies taken are 50 companies with mixed
industries from the period of 2007 to 2016. The panel data was used in order to know the
whether the dividend per share, dividend yield, and dividend payout ratio have effect on the
share price. The Fixed Effect is applied because the Hausman Test shows a significant result
which is the p-value is less than 0.05. Based on the result, the dividend policy do have effect on
the share price which is the dividend per share and dividend payout ratio have significant
positive relationship on share price, and the dividend vyield is significant negative relationship
towards the share price. This shows that the dividend policy is support the relevance theory

because the dividend policy can affect the share price in Malaysia.
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