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ABSTRACT

Attention has been given in recent years to the components of dividend policy. Dividend is
that part of firm’s earnings distributed to its shareholders as decided by company’s board of
directors. This thesis examines the impact of different factors of corporate attributes
including market Price, Return on equity (ROE), Dividends Yield (DY), Firm size,
Systematic Risk, Unsystematic Risk, Total Risk, industry dummies, growth of systematic
risk, growth of unsystematic risk and Firm growth and their effect on the components of
dividends policy. Therefore, dividends policy determinates which are dividends pay-out ratio
(DPR) and dividends per share (DPS). The study utilizes panel data analysis for 22 non-
financial firms listed on the Egyptian stock exchange EGX30 over the period 2004-2018 with
fifteen years and 279 numbers of observations. Using Panel data analysis, Regression model
using the Ordinary Least Squared (OLS). Moreover, the researcher constructed six regression
equations. The six models use six different dividend policy measures as the dependent variables; DPS
and DPR. Moreover, the independent variables are constant along the six models, which are ROE,
DY, market price, Firm size, Systematic Risk, Unsystematic Risk, Total Risk, industry
dummies, growth of systematic risk, growth of unsystematic risk and Firm growth. Results
showed that there is significant relationship between dividends yield and dividends pay-out
ratio (DPR) associated with positive sign. On the other hand, size, dividends yield, and
industry positive significant effect on dividends per share (DPS). While there is an
insignificant relationship between return on equity, price, systematic risk and unsystematic

risk total risks on dividends per share.
Keywords: Dividends per share (DPS), Dividends pay-out ratio (DPR), Systematic Risk,

Unsystematic Risk, Total Risk, stock Price, Dividends Yield (DY), Market risk, Return on Equity,

Regression model.

Vi



Table of Contents:

F N o] o] 1AV T LA ] RSP RUURUSRSPOR X
(08 T o) 1 g - S SRPSPPSPRR 1
INEFOOUCTION ...t bbb bbbt et e bbbt b et b e e st e neas 1
1.0 OVBIVIBW. .ttt bbbttt bbbt bbbt e Rt et e e bbbt e bt et ne e 2
1.2 RESEArCH PrODIBIM: ...t bbb 4
1.3 RESEAICN QUESTIONS: ...c.vvivieiieite ettt eiee sttt sttt ste et e bt e sbe e sseesbeeteeneesreebeaneenreas 5
1.4 RESEAICH ODJECHIVES: ... .ctiieiiiieiieii ettt bbbt 6
1.5 ReSEArCh HYPOTNESES: ... .ottt 7
1.6 RESEAICH DESIGN: ..ttt bbbttt bbbttt 8
1.7 RESEAICN IMOGEL: ...ttt r e sneebeeneenreas 8
1.8 Data COIBCIION: ...ttt bbbttt bbb e r e e e e 8
1.9 Contribution Of the TheSIS:......cciiiiieece s 9
1.10 RESEAICH OULHNE ... .ottt bt 9
(O80T o) ] IV TSP 11
LITEratUre REVIEW.......eiiieiecie ettt sttt et re et e et e s e steenteaneesreenteeneenrees 11
P20 A 111 0o 1 od 1 o] SRRSO 12
2.2 Dividend PoliCy DetermMINaNtS: ........cccooeiiririeieiesiesie s 19
2.2.1 Companies’ Profitability ... 23
2.2.2 NET INCOIME ...ttt b e e e b e e bt et e e sae e e beesnneene e 23
2.2.3 Ret@iNed EAININGS ....ccveeieiieiie ettt ettt et e e sreennesaeenne e 23
2.2.4 CaSN BAIANCE .....c.viiiiieiciecee et 24
2.2.5 Company’s DEDL........cciiiiiiiiiiiii i 24
T o 1 1R 4~ OSSR 24
2.3 Deteminants of Dividends Pay-0Ut ratio: .........cccooereierininiiecce e 26
2.4 Development of Risk-Adjusted Dividends per Share: .........cccccooeieiineneneninceeee, 29
2.5 Dividends and stock’s SyStematic TISK .......ccccvveriiiiiiiiiiii e 30
2.6 SUIMIMIAIY ...ttt ettt e et e e et e e st e e ast e e e e st e as b e e ss b e e e st e e e sb e e e st e e e ssee e e nbeeannnaeanseeeannns 34
(O 0T o (=T g I 0 £ SRR STUPUPPRS 36
Research Methodology, Data analysis and ReSUILS ............cccecveiiiiiii i, 36
20 A (11 oo U od o] [PPSR 37
3.2 Data and ReSearch Method ...........ccveiiiiiiie e 37
I A 7 - Wl | [-Tox 1 o] o A SRR 37
3.2.2RESEAICN MOUEL:.......eeiieie ettt ne e 37

Vil



3.3 STUAY VAITADIES ... et 40

3.3.1 Dependent VariabIeS .........c.ooiiiiiiiiiieeeee e 40
3.3.1.1 Dividend Pay-out Ratio (DPR) ......cccviiiiiiiiiieiieie e 40
3.3.1.2Dividend per Share (DPS) .....cc.ooieiieeiie sttt 41
3.3.2 Independent Variables.........ccooiiieiiee e 42
3.4 Methodology OF the STUAY: .....ccuveie e e 44
3.5 Data and RESUILS: ........oiuiiiiiieieie bbb 46
3.5.1DESCIIPLIVE STALISTICS. ... vttt 47
3.6 QUANTITALIVE STALISTICS. . .cuveivieitieie ittt nte e sneene e 48
3B, LNOIMAIIEY TESE: ...ttt 48
BB, 2INBANTEY .ttt bbbt 50
3.6.3HeterosKedastiCity TESL: ........ccviii e 51
3.6.4C0IINEAINTLY TOSL: .. eiiiiieeie ettt e e et e e e e sre e e e neenne e 53
3.7 RESUILS SUMMAIY: .. oeiieiie ettt te e reeste et e e raente e e e aneenne e 80
(@8 T o) o T | OSSR 84
Conclusion and RECOMMENUALION ........c.ccuiiieiiiie e eneenne e 84
T8 A0 Tod 11157 o o SRS PS 85
oI I {01 =LA o] PRSP 86
5.3 Recommendation for fUtUre STUAIES .........ccooveiiiiiiriiceee e, 86
RBTEIBINCES: ...ttt bbb bbb e s 88

Vi



List of tables:

Table 1: DeSCrIPLIVE STALISTICS ....c.veivieiieeiiiie ettt sae e 47
Table 2: NOIMAILY TEST ..o 49
Table 3: RESET TSt FESUILS.....ccvi ettt 50
Table 4: HeteroskedastiCity teSt FESUILS.........cveiiiiiiieiesie e 51
Table 5: Summary of the stepwise regression model (1)......ccccevvrieninienienieneseseens 51
Table 6: Regression Results or Model (1) ......covoeiieiiie e 52
Table 7: VIF FOr MOGEI (1) ..vvoiveie ettt 54
Table 8: Summary of the stepwise regression for model (2)........cccccooveviiveviiiieiieceee 57
Table 9: Regression Results For MOdel (2) ......coveveieeieie e 57
Table 10: VIF fOr MOGEl (2) .....oceeieeeeee et 59
Table 11: Summary of the stepwise regression for model (3) ......ccocovvveveivievveiciiicceenns 61
Table 12: Regressions Results for model (3):.......cccoveiiiiiiicice e 62
Table 13: VIF for MOdel (3) .....oceeieee e 63
Table 14: Summary of the stepwise regression for model (4): ......ccccoovevvivevireveiiieinenns 66
Table 15: Regression Results for model (4): .......coooveiiiie i 67
Table 16: VIF fOr MOGel (4): ..ot 69
Table 17: Summary of the stepwise regression for model (5):......ccccovvevvivieviieieiiieceenne 72
Table 18: Regression Results for model (5): .....ooviiiiiiiirieeeee e 72
Table 19: VIF TOr MOdel (5): ..o 74
Table 20: Summary of the stepwise regression model (6)..........ccocvvvvvevenenenininininns 76
Table 21: Regression Results for model (6): .......ccovvereieiiniiiseseeeee e 77
Table 22: VIF Tor MOdel (B): .....ooiieeieiiieeee e 78
Table 23: SuUMMary for the reSUITS.........c.ooieiiee e 81
Table 24: Empirical Evidence Summary............oooiiiiiiiiiiii e e 74



Abbreviations:

OLS Ordinary Least Squares

DPS Dividend per Share

EPS Earnings Per Share

ROE Return on Equity

DPR Dividend Payout Ratio

DY+t Lagged Dividends Yield

NSE Nigerian Stock Exchange

LSDV Least Squares Dummy Variables
EGX Egyptian Exchange

VIF Variance Inflation Factor




Chapter One

Introduction



