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PREFACE

This research project is submitted in partial fulfillment of the requirement
for Bachelor of Business Administration (Hons) Banking and Finance. Our
supervisor on the project is Cik Zuriawati Bin Zakaria. The final year project is
made solely by the authors yet it is based on the research of others and the

resources are quoted as in references.

There are a lot of researches and studies conducted on this topic but yet,
there is none of it doing studies about dividend determinants that affect
shareholders’ wealth of industrial and services sectors in Malaysia Listed
Companies. We are interested to know more about the model of dividend policy in
Malaysia. Thus, we chose the topic ‘Impact of dividend policy on shareholder
wealth: a case study in comparing industrial industry and service industry in

Malaysia’.

Writing this thesis has been difficult but during the process we have
learned how to deal with the conditions of some listed companies and their
dividend policies. We strongly felt that the knowledge we learned from this

research will help us in our future career.
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ABSTRACT

This paper attempts to identify the impact of dividend determinants on
shareholders’ wealth in Malaysia. A sample of 52 listed companies in Industrial
and Service Sectors is examined for a period from 2005 to 2009. The empirical
estimation is based on a panel data regression analysis of the relationship between
shareholders’ wealth (market per share) and dividend determinants (efficiency,
liquidity, profitability, growth, leverage and size). We have presented our result in
the combination of industrial and service sectors, as well as the result for each
particular industrial and service sectors. At first, the descriptive statistics for our
entire variables were calculated and then correlation matrix was calculated to
identify the preliminary relationship among all the variables, followed by
regression analysis on panel data to examine the significance and coefficient of
our variables. We found that the companies in Malaysia are widely practiced their
dividend policies based on the theory of signaling effect. Firm size was found to
have a positive impact on share price. On the other hand, the findings also
revealed that liquidity and leverage indicators have no significant impact on
shareholders’ wealth in case of Malaysia. We determined that different sectors
will behave differently towards dividend distributions. Efficiency and growth
indicators are significant to our dependent variable in combined sectors and
industrial sector, but insignificant in service sector. Profitability indicator, return
on asset is significantly related to share price in combined sectors, however it is

insignificant in particular industrial and service sectors.
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