@@

THE CRUCIAL ANALYSIS OF EARNINGS PER SHARE IN
MALAYSIA

SITI NORHAISAH BINTI MOHD YUNUS
2013630754

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

JUNE 2016



ACKNOWLEDGEMENT

First and foremost, | am grateful to Allah SW.T. who is most merciful and beneficent for
providing me with physical and mental to complete this challenging research paper. | would like to
express my sincere gratitude to my advisor, Madam Yuslizawati Mohd Yusof who has the attitude
and substance of genius which patiently conveyed a spirit of adventure in regard to this research
paper. Without her guidance, support and persistent help, this research paper would not have been

possible done.

in addition, | take this apportunity to thanks all my friends and office colleagues for valuable
discussion, ideas and positive criticism offered. My appreciation goes to my parents and siblings for

their love and encauragement while | am struggling to complete this crucial research paper.

Last but not least, | am grateful to the data stream for the data that formed the backbone of
this research paper. The refinement and completion of this research paper was contributed to by
many people. Therefore, | am thankful to all those who contributed to this research paper either
directly or indirectly and their names could not appear here. May the Almighty Allah 5.W.T. bless you

all. Thank you.



Table of Contents

ABSTRACT ...ttt ettt sttt sttt e s e s e s et ee e e s e et eeeseeeeeseeneseeeeeeeeeees 8
CHAPTER ONE....oitiettiitiiticectii ettt sses s e s et seese s s s e s e s s ee e s s e sesseeee e e oo s eeeee s 9
INTRODUCTION ...oomtiitimiiieiiicniecse ettt ss st s ees e sttt se s e e s e et e e e e eeeeeee e 9
11 OVErview Of Chapter ONE........cooviuuiuivecieieieeeeeeeeeesesee e sees e s e eeeeee e 9
1.2 BACKBroUND OF STULY ........o.cvuieceretieieie ettt ee e 9
13 ProbBIEM STALEMENT ...ttt es s e e ee s 11
14 RESEAICH QUESTIONS.......u.ovceceiseeceect ittt esese s s e e es e oo 12
141 Main Research QUESLIONS ..........ccocueirmiieeiietice et 12
1.4.2 SPECIfic RESEArCh QUESLIONS ........veeeeereieeeesieeeeeeeee e e et 12

1.5 RESEAICH ODJECHIVES ...ttt et e e et 12
1.51 Main ReSEarch OBJECIVE .........ovvueuirerreieeeieeieee e ee s e et 12

1.6 SIBNIfICANCE OF STUAY .....ocuriiiiiecteee et e et eeeeeeeeeeo 13
16.1 EQrNINGS PEI SNAIE .......oocveieiiceiciecc e 13
1.6.2 FULUIE RESEAICH ...ttt 14

L7 SCOPE OF STUAY....cuuiviiiitiieiiccinrtnee s ees st esen 14
1.8 SUMMAIY ottt sttt st e st ss e e st es s s et soee st eeens 14
CHAPTER TWO ..ottt e es s et seee s e et ee e e s eo 15
UITERATURE REVIEW ..ottt sttt sseses s s s et e ens 15
2.0 OVEIVIEW OF ChAPLEr TWO ....eueriecuieriniaiee ettt et ees e ses s eeeeesee oo eeeees 15
2.1 Impact of Financial Ratios toward Earnings Per Share ..........oeeeveeveeveesoseeeeeoeeseeeeeeeooeoeeseeeos 16
2.2Literature Review on Earnings Pr SATe.............o.ueueveereeeeeeeeeeesoes oo eeeeeeeeeeeenn 17
2.3 Literature Review on Dividend PEr SRAre ................oveeeeeereneereeeeesesresseos oo 18
2.4 Literature REVIEW ON SN PriCe......ovmuiiuiriieeeeiiieeieiseeeeeeeeeesesreses e eses s se e eeeeeas 19
2.5 Literature review on FINaNnCial LEVETage .............cuueveeevrireeeeeeeseseesee oo 20
CHAPTER THREE .....oooiviiteienrii it eeesesesssstssssns s sas st s seeseees st seeseseesssesssessessseee s et seeeeees oo eesese e 22
RESEARCH METHODOLOGY ......ouiueriiiirceeeeieinninninsiesese s sa st e soneseseessessesssessessessssssessos s s seeeses e eesens 22
3.0 OVerview of Chapter TRFEE...........cceuiueveieieeetccteeeeeeeeee e ses e st 22
3.15aMPIE AN DAL ....oueveceeieecireteerie ittt st seees e ses s s s st et eee et 22
3.1.1 PopUlation and SAMPIE ..........ceerinriiiriiere s seseeesesses e et eeeee oo 22
31,2 VATIDIES......verteitettttet ettt ettt e oo 23

3.2 RESEANCH FIAMEWOTK........orveeeiaeiainstnitecse st et seaeseesesesesses s s st eee e eeeeeeeenese 26



ABSTRACT

Briefly, the crucial analysis of earnings per share is the study towards earnings per share that is
important to know their performance especially for oil and gas companies in Malaysia. The aim for
this research paper is to study the impact of the financial ratios which including dividend per share,
share price and financial leverage which is debt ratio as independent variables towards the
dependent variable of earning per share (EPS). A set of data yearly on basis was collected beginning
from the year of 2001 until 2015 comprises six companies. We used panel data method to produce
the result by using E-view. Qur result showed that the dividend per share (DPS) have a positive
significant relationship towards the earnings per share {EPS). The finding also realised that share
price and debt ratio (DR} as a proxy to financial leverage have a negative insignificant relationship

toward the earnings per share (EPS).



CHAPTER ONE

INTRODUCTION
1.1 Overview of Chapter One
In this chapter will be discuss the background of study, problem statement, research
questions, research objective, significant for whom this study, what scope that important in
this study and limitation arise during this stud. This study is dedicated on the financial ratios

that effect toward the earnings per share of selected companies in Malaysia.

1.2 Background of Study

The term of * Earning Per Share * represent the portions of the company’s earnings, net
of taxes, and preferred stock dividends, that is allocated to each share of common stock. The
EPS can be calculated by dividing the net income of the year with the total of share
outstanding for the company with the same year. Indirectly, with the higher earnings per
share will show to the others that the company is well performed to generate higher net
income for its shareholders.

In 2008, in certain countries, with the existing of easy loan will increase drastically
the mortgage debt; it is because the countries also pass out the loan to the people who are not
liable to repay back the loan. In other words, the banks will charges the higher interest for
those who are applied for the housing loan. So, when the person was not able to pay the loan,
it will make the weaken relationship between residential and economic growth of the
countries (Hashim&Hajinoor, 2009).

It was a bigger economy crisis that happens because the drastic recession exists in the

global economy. It was began with the decreasing of raw materials such as oil prices from



