@

DETERMINANTS OF DIVIDEND PAYOUT RATIO
EVIDENCE: REAL ESTATE INVESTMENT TRUST (REITs)
LISTED IN BURSA MALAYSIA

NUR ANIS BINTTI MAHAMAD ASRI
2013969305

BACHELOR OF BUSINESS ADMINISTRATION
(HONS) FINANCE
FACULTY OF BUSINESS MANAGEMENT
UNIVERSITI TEKNOLOGI MARA
SEGAMAT, JOHOR.

JUNE 2016



ACKNOWLEDGEMENT

IN THE NAME OF ALLAH, THE MOST BENEVOLENT AND MOST MERCIFUL

Alhamdulillah, first and foremost, I would like to express my gratitude to Allah Almighty
who bestows me the patience and strength to complete my project paper in order to fulfill the

requirement of BBA (HONS) Finance.

Secondly, I would like to express my deepest appreciation to my advisor, Miss
SitiNordianabintilsahak, for her encouragement, invaluable suggestions, patience guidance
and supporting me with the foundation to start the project paper without her, I would have

been lost.

Thirdly,I’'m not forget to thanks a lot to Sir SyamsyulSamsudin as our thesis coordinator and
two panels Madam Norsaliza Abu Bakar and Sir Syed Kusairi Tuan Azam for direct and
indirect advice and comments which give an improvement for finished up myresearch

project.

Lastly, I also like to take this opportunity to thanks to my parents and my friends who have
given endless support to me for the completion of the project paper. Great deals appreciated
go to the contribution of my Faculty of Business Management (Finance). Finally, I hope that
all the information and data gathered will increase the knowledge of anyone who will be
accessing the study of determinants on dividend payout ratio from Real Estate Investment
Trust (REIT) companies listed in Bursa Malaysia. It would be great honors for me if it is used

as areference of any other good cause.

vi



TABLE OF CONTENTS

TITLE PAGE....cccciiiiiiiuiinieninnenieensensesecennes Ceteerecetttrusntttreresaseesesnsassesrianes iii
DECLARATION OF WORK......ccocitiiuiitinrencarancencareaseasenrensenens SRR |
LETTER OF SUBMISSION.....cccocvevtrreceerrenrncrernnes O, v
ACKNOWLEDGEMENT................ Ceeeresesesiettetcntetsesesastsrestsaeneresnsacsesnsarsanas vi
ABSTRACT......... Ceeeersecrestteresesntettettonsasatonritesnstesrsrtnesrsnsnoatsiersernesnennarsas oo Xii
CHAPTER 1 INTRODUCTION......ccccverrreerececrnrerereseoressosens cereseesasateesnisnsactnn 13
LI INtroduction. ... ...oouuiiiiii et 13
1.2 Background of Study.........cc.oeiuiiiiiiiiniiiiiii e 14
1.3 Problem Satement. ... ....c..ueuuiiiriiiiiiiineiireieerine e et e e e e e e e sienes 17
1.4 Research ODJECtiVe. ......c.uiiuriiiiiiiiii it eieie et e e rans 19
L5 Research QUESHION. .. ..vuiini ittt e et e e e eeae 19
1.6 Significance of StUAY.........covviiiiiiiiiiiniie e 19
1.7 Scope Of StUAY....uvivniiiiiiiiii e 21
1.8 Limitation of Study........o.oviiiiiiiiiiiii e 22
1.9 ConCIUSION. ....ivniiiiiii i et e e 23
CHAPTER 2 LITERATURE REVIEW......ccuittuiirnuirenieererernieereseennsesssesnsssnsesone 24
2.1 INTOAUCHON. L. evtit ittt e et e e e e e e e e e e e et e eaa e e e e en s 24
2.2 Literature Review on Dividend Payout Ratio..............cccccveivviiinniiiniiinneiinneennn, 25
2.3 Literature Review on Free Cash FIOW............ccccvviiiiiiiiiiiiiiiiiiieeei e, 25

vii



2.4 Literature Review on Profitability...............coovviiviiiiiniiiii i, 26

2.5 Literature Review on Leverage Ratio...........coc.vviviivieiiiiii e eeeeeneans 27
2.6 Literature Review on Growth Opportunity..............evveiiiiniiniinniinieneenneenerenens 28
2.7 CONCIUSION. ....uiiiniiiiiiiii ettt e e e, 29
CHAPTER 3 RESEARCH METHODOLOGY 30
3.1 INtrOdUCHON. .. .evviiiiii ittt e 30
3.28amPIe Data.......ceniiiniiiiiiiie et enans 30
3.2.1 Population and Sample.............ccoviiuiiiieiiiiiiieiiin e 30
3.2.2 Data ColleCtion........uieiniinniiiiiiiiiieriieii e e eeeeieeeri e et esteeia e s 30
3.2.2.1 EI€CtTONIC SOUICE. ... evvneerinereineiiiieeriiieeeriieeetiesereeeestneeaenneresanns 31
323 Variable.....oviiiiiiii e 32
3.2.3.1 Dependent Variable..............cccuuiiiieriiniiiieiieiieeeeeeeeeee e, 33
3.2.3.2 Independent Variables..............coveivueiiineiiniiineiieeiinieeee e, 33

3.3 Theoretical Framework.............cooiiiiiiiiiiiiiiii e 34
3.4 Statistic/ Economic Method.............ccooeiiiiiiiiiiiiiiiniini e 35
3.4.1 Descriptive ANALYSiS.........ueeuineriiiaaiiiieeiiieesieeeireeeiiieereieeeereenanns 35
342 Stationary TeSt....ccuernieniieiiiriiie et ettt e e e e 35
343 Normality Test....c.ocviiiiiiieiiiiiii e e e, 36
3.4.4 Correlation ANalySiS.........cccuieuiiuiiriiniiiiiineireneie i ereeneenaeeeeeenne 36
3.4.5 Regression ANALYSiS........cc.ieeuuviiiiieiieeiieerineeiieeiieeiie e ee e 37
3.4.5.1 Test ASSUMPLION. .....ceuuitiiiiireiieriieii et eeee e ee e e e e 38

a. Normality TeSt.......ccvirniiriiiriiiiiiie e 38

b, AUtO COTTEIAtION. ......eevutiiiinieiiiieeeiie e e 38

¢. HeteroskedastiCity..........cooeiiiiiiiiiiiiiiniiiiiiiic e 38



ABSTRACT

Making decisions for dividend payout is one of the most important decisions that
companies should come across because the dividend payout explains or provide an
indication for the company on how much money they will return to shareholders.
There are many theoretical and empirical study had been done by others researcher in
order to find out the results for the problems arise on dividend payout ratio. This
paper sought to address this problem by focusing on identifying factors that influence
dividends payout ratio and to investigate which factor that influence dividend payout
ratio which could helps the manager in making proper decision policy. It is used the
panel regression method to analyze the data for ten companies had been selected from
Real Estate Investment Trust (REITs) sector which listed in Bursa Malaysia from
2010 until 2015. There are four factors in determining dividend payout ratio which are
free cash flow, profitability, leverage and growth opportunity. All the data had been
obtained in Data Stream provided by UiTM. Using generalized least squares (GLS)
regression method, the results show the positive relationship between dividend payout
ratio and free cash flow, leverage and growth opportunity. The result also shows
negative associations between dividend payout ratio and profitability. However, the

significant variables in the results are free cash flow, profitability and leverage.

Keyword: Dividend Payout Ratio, Profitability, Free Cash Flow, Leverage,

Growth Opportunity.
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