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ABSTRACT 

 

Financial variables are a useful indicator for future stock returns. In the USA 

market between 1963 and 1990, the book to market value has more explanatory 

power for future stock returns. But some studies argue that sales to price ratio and 

debt to equity explain future stock returns better than the book to market value.  The 

main objective of this study is to see which financial variable explains stock returns 

better than the others. In this study, the three financial variables which are debt to 

equity, book to market value of equity and sale to price used to measure the stock 

return of certain companies in Malaysia. The study includes ten companies of 

different sectors in Malaysia which listed on the Bursa Stock Exchange Kuala 

Lumpur. The regression technique employed to see the relationship between stock 

returns and financial variables. The finding found that book to market value of equity 

is the best indicator for stock returns in the Malaysian stock market for the studied 

period 2014-2019.  Hence, the findings will assist the retail investors’ decision 

making in selecting stock into their portfolio.  

 




