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ABSTRACT

Dividend policy is the set of procedures a company uses to decide how much of its earnings
it will pay out to shareholders. This research will be made to investigate whether there is a
significant relationship between dividend policy and stock price. This study will be conduct
135 public listed companies from the consumer sector that selected from Bursa Malaysia.
There are many internal and external factors that affect stock price. Hence, this research to
analyze whether dividend policy decision give an effect on stock price in consumer sector.
The dependent variable use in this research is market price while the independent variable
which is dividend yield, earning per share, net income, return on equity and return on asset.
The objective of this study is identifying the relationship between stock price and the
dividend policy of the consumer sector. Other than that, investigate the factor effect in stock
price of the consumer sector. While it also to measure the impact of the consumer dividend
policy on its stock price. The sample of the research is 43 companies from 135 consumer
product companies listed in Bursa Malaysia. The period of this study start from year 2006 to
2015. The collected data for this study is secondary data such as journal, articles and
electronic sources. The data collected from database which is Osiris Uitm Segamat library
and Internet. This research use panel data analysis by using the Stata Method. The result
from this study show that the Fixed Effect Model. Hausman Test are used to identify either
the result fixed or random effect model. The final resuit show that earning per share, return
on asset and return on equity have significant with 5% level of significant. Earning per share
and return on asset have positive relationship with market price in Malaysia. In the
recommendation on this research, getting accurate data , select more independent variable

and widen the écope of study will help in the future research.
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1.0

CHAPTER 1
INTRODUCTION

Introduction

This chapter will discuss about the background of the study, problem statement,
research question, research objective, research questions, significance and scope of the
study. This paper focuses on the effects of dividend policy on stock price in Malaysia
consumer sector. The dependent and independent variables will be discussed in the
background of the study. The dependent variables for this research are market price
while the independent variables are Dividend Yields, Net Income, Earning Per Share,
Return on Equity and Return on Asset. This study will fill the investigation on duration
that has been selected in ranging from the year 2006 until 2015 annually. The company

selected under consumer sector that listed in Bursa Malaysia is 43 companies.

There are two types of research questions which are main research questions
and specific research questions and those are related to the theoretical framework in my
research. The main research questions are very important in completing the research
and it is strongly related to the independent variable while specific research question is
the question that supports the main research questions. In addition, research objective is
also one of the important elements as it will lead us throughout the entire journey of
completing the research. Not only that, this chapter will also provide crucial and useful
information to all parties such as the researcher, future researcher and to those who

read the research paper.

Generally, dividend policy refers to distribute the cash to shareholder of the
company. It also able to help in improves financing sources to the investors, managers,
lenders and for shareholders. For investor, dividend policy not only sources of profit but
one of the ways to make investment in the future. It is the way how investor view the
company either able to generate cash or not. Based on the results, investor can be
concluded that whether company perform in the market and generate more profit to
distribute the dividend. The important thing in dividend policy is make decision in select a
suitable dividend policy because is one way to make investment in the future. If the

company under consumer sector distributed a higher amount of dividend it shows that



