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ABSTRACT

This study i i on the determi. of dividend payout on Malaysian companies.
Specifically, the sample for this study is 40 selected companies from 100 KLCI
components. The estimation period for this study is from 2000 to 2005. [n this study, the
dividend payout is considered as the dependent variable while the independent variables
are investment opportunities, leverage and size of firm. In measuring the relationship,
Multiple Regression Model is used for this study. Based on the findings, there is no
significant relationship between dividend payout with investment opportunities, leverage
and size of firm.
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INTRODUCTION

1. INTRODUCTION

This chapter provides the background and the rationale for the study. In year 2004,
Rating agency Standard & Poor (S&P) estimated the Kuala Lumpur Stock Exchange
Composite Index (KLCI) to rise by more than 10% and stated that Malaysian markets
offer good values with many dividend- paying stocks (Source: Business Times, 2004).

In addition, as reported in The Star dated 25 July 2006, Malaysia’s dividend was
among the highest and the most reliable in Asia and payouts to shareholders in Malaysia
have climbed faster than stock prices for the past four years. Besides, the dividend yield
on the KLCI was 2.74% in December 2002 when a rally began that took stocks 50%
higher.

This has created interest in the researcher to conduct a study on dividend payout.
It has also raised to a question on what are the factors that determine dividend payout on
Malaysian companies.

This paper studies the relationship between dividend payout with the factors that
influence it such as investment opportunities, leverage and size of firm. It covers only
KLC} components because it provides a performance benchmark for the Malaysian
equity market and reflects the performance of listed companies that represent the major
sector as in the Malaysian economy.

The rest of the paper is organized as follows: Chapter 2 presents the literature
review from the previous research; Chapter 3 is where all the methodologies are applied.
In Chapter 4, the findings and analysis gathered are explained. Finally, Chapter 5 is on

the conclusion and recommendation.



