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ABSTRACT

The function of the paper is to find out the factors that contributed to the determinant of
dividend policy for the industrial companies. The data that will be examined in this study
will retrieve from UiTM Data Stream. The sample for this paper will consist of 30
industrial companies which are listed from the Board of Bursa from the year 2011 to
2015. The method for analyses the data in this project is Multiple Linear Regression with
panel data. In this paper, the dependent variable is dividend payout ratio while for the
independent variables is profitability, leverage and operating activities. Based on the
variables, the objectives of the study is to determine the effect of profitability (ROE),
leverage (TIE, DR, and WCR) and operating activities (tangibility and firm’s size) to the
industrial companies’ dividend policy. In conclusion, the result of this research will help
the investor to make a systematic strategy and make an appropriate decision in choosing a

company based in the company dividend policy.



Chapter 1: Introduction

1.1 Introduction

From commonly business knowledge, it is well known that every business establish need
an extra finance or external sources to fund their business. This external source usually
called themselves shareholder or investors. Occasionally, the company is entitled to pay
the shareholder back; this is to remain the business relationship between the company and
the shareholder. The return that reward to the shareholder is called dividend. However,
what came to an issues is that the decision to pay dividend or the amount distributed is
partially decided by the company. The company will plan out their strategy for the
distribution of the dividend by carefully reviewing the company financial condition,
economical condition and other factors. This is why this study is held, to find out

specifically which financial segments that included in the consideration.

1.2 Background of Study

Dividend policy has always been a challenge to the financial economists to point out the
concept or further solve the complication. By the cause of unsettle discussed issues,
diverse studies have been carried out. Various researches promise to discover new and
firm component that may control the dividend pay-off within the company’s policy. The
scenario has not paused and still continues nowadays. In the book by Breley and Myers
(2002) have outline several unresolved discussion in financial issues, which describe

dividend issues is one of the problems that made the list.

Since the choice of dividend policy will involve both investment and financing decisions,

hence the issued have been a crucial corporate finance issues. The decision to pay or not



