>

S —

MACROECONOMIC AND THE MALAYSIAN EQUITY
MARKET

SHEIKH SHAZRIN BIN SHEIKH ILMAN
2013123587

Submitted in Partial Fulfillment
of the Requirement for the
Bachelor of Business Administration (Hons) Finance

FACULTY OF BUSINESS MANAGEMENT
UNIVERSITI TEKNOLOGI MARA
SEGAMAT,JOHOR.

DECEMBER 2016



ACKNOWLEDGEMENT

All praise to almighty, for giving me the opportunity in completing and finished my
final project paper for the final year semester which is the research paper with the
wonderful people that help me a lot. It would be impossible for me to complete this

final project paper without the help of Allah S. W. T.

Secondly, I would like to express my appreciation and thanks to my advisor, Madam
Zaibedah Zaharom for the guidance, suggestion of idea, comment throughout this
study. I also want to deliver a big thanks and appreciation to all the librarian staff at
UiTM Segamat, Johor which help me a lot to find and gather all the information that I

need for this study.

Not to be forget to all my classmates and senior who always give opinion and share

their experience during this research is progress.

Last but not lease, special thanks to my parent that always supporting and advising
me. Without help from all the parties, this study cannot been done and finished as well

performed.

Thank you.



Table of Contents

ACKNOWLEDGEMENT.
LIST OF TABLES

ABSTRACT ettt e et e et e e e e e s et e e e ernaaeeenes
1.1. INTRODUCTIO!
1.2. BACKGROUND OF THE STUDY .....ooooiiiiiiiiiiiiie e 3
1.3.  PROBLEM STATEMENT ........occiiiiiiiiiiiiiiiiiiie et 4
1.4. RESEARCH OBJECTIVES ... 6
1.4.1 Main Research Objective ........oceeuiiiiiiiiiiiiiecee e 6
1.4.2 Specific Research Objectives........coociiiiiiiiiiiiiiieceeee e, 6
1.5. RESEARCH QUESTION ...ttt 7
1.5.1. Main Research Question..........cccociiiiiiiiiiieeieeiiee et 7
1.5.2. Specific Research QUeStion .........ooociiiiiiiiiiiiiic e 7
1.6. SIGNIFICANCE OF THE STUDY ...ttt 8
1.6.1.  The ReSCarCher....ccooiiiiiiiiiiiiii e 8
1.6.2.  The INVESIOTS....occoiiiiiiiii ittt ettt et ae e e ens 9
1.6.3.  The Future Researchers........ccoiiiiiiiieiieieeieeies e 9
1.6.4.  FIFM.ooiiiiiii ettt et ae e e e naa e 9
1.7
CHAPTER 2
2.1

2.2.1 Profitability ... 11
2.2.2. Growth Opportunities .......cc.ooeiuiiiiirieiierte ettt 13
223 LEVEIAZE oo 15
224 Market Capitalization............ociiiiiiiiiiiiieee e e 17
CHAPTER 3 .ttt eb e et st e e e e eaeean 18
3.1 INTRODUCTION ...ttt 18
3.2 DATA COLLECTION ..ttt 18



ABSTRACT

Dividend payout policy has been a major puzzle in the financial world. Tt is
still quite a mystery what determines the ratio of dividend that companies give out.
Hence, the interest in conducting the study in Malaysia since past researches have
mostly focused in developed countries. Dividend payout ensures stakeholders remain
satisfied that they are getting the return on their investment. The study is focused
primarily on companies that are listed in Bursa Malaysia to get accurate information
on their financials. This study is conducted to investigate the relationship between
dividend payout ratio and its determinants mainly growth, profitability, market
capitalization and leverage. This will determine what affects dividend payout ratio the
most. This research will use a panel data based on a yearly basis from the year 2012 to
2016. The analysis of the data will be done using E-views software. Panel series
econometric techniques of Ordinary Least Square regression will be used to study the

relationship between dividend payout ratio and the selected determinants.



CHAPTER 1

1.1. INTRODUCTION

Dividend policy is one of the most interesting topics in financial research.
Conflicting hypotheses theories and explanations have been provided by economists
with considerable attention and thoughts to solving the dividend puzzle, resulting in a
large number of. (Al-Kuwari, 2009) stated that emerging markets is often different in
its nature, characteristics, and efficiency in its dividend policy compared to developed

markets.

Many dividend theories have been made and advanced in trying to explain how
dividend decisions are made and concluded to and how these are made in respect to
how it will impact the value of the firm. Different approaches here include the
conservative group which believes that increase in dividend or paying out dividend
increases the value of a firm, the radical group which believe that it reduces the value
of a firm while the ones in the middle believe that it has no effect on the value of a
firm. (Mehta, 2012)(Renneboog & Trojanowski, 2011) states that the higher the
voting power is assumed by the executive directors the probability that the companies
will payout their dividends combined with share repurchases or profit as dividends
increases too. They explained that this result is inconsistent the agency theory of
payout which assumes that if managers assume more discretion powers managers will

pursue more wasteful activities for status building.



