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Abstract

This study investigates the dividend payment practices and their impact on market prices
of Nepalese Development Banks listed on the Nepal Stock Exchange (NEPSE). The
objectives include examining the status of key financial indicators such as book value per
share (BVPS), loan ratio (LR), cash dividend per share (CDPS), stock dividend per share
(SDPS), dividend payout ratio (DPR), dividend yield (DY), bank size (BS), inflation rate
(IR), and gross domestic product (GDP) growth rate. It also aims to analyze the effects of
these variables on market price per share (MPS) and book value per share (BVPS). A
descriptive and causal comparative research design was employed, utilizing secondary
data collected from 15 selected development banks over a period spanning from fiscal
year 2013-14 to 2022-23. Data were sourced from bank websites, NEPSE reports,
balance sheets, and profit and loss statements. Descriptive analysis revealed substantial
variations across banks in terms of financial indicators, indicating diverse financial
strategies and market conditions. Regression analysis demonstrated that DPR positively
influences MPS, suggesting that higher dividend payouts are perceived positively by
investors. Conversely, DY exhibited a negative impact on MPS, implying that higher
dividend yields may signal limited growth potential. Bank size and GDP growth rate were
found to positively affect MPS, underscoring their significance in market valuation.

The findings suggest that development banks in Nepal should strategically manage their
dividend policies to enhance investor confidence and stock performance. Larger banks are
perceived as more stable and attractive, highlighting the importance of growth and
expansion strategies. Moreover, macroeconomic factors, particularly positive GDP
growth, significantly influence stock prices, emphasizing the need for banks to monitor
and respond to economic trends. In conclusion, this study contributes to understanding the
dynamics of dividend policies, bank size, and macroeconomic conditions on the market
prices of Nepalese Development Banks. Future research could explore the long-term
impacts of these factors across different economic environments to enhance the

robustness and applicability of these findings in global financial contexts.

Keywords: Dividend Policies, Market Price, Development Banks, Nepal and Financial

Performance

xii



CHAPTER |
INTRODUCTION

1.1 Background of the Study

The dividend, or the portion of a company's net income sent to shareholders in line with
its dividend policy, is a tactical instrument for returning investors' capital (Adhikari,
2020). Dividend practices are the policy decisions that establish the quantity and timing
of cash payouts within the fiscal year. Although managers, lawmakers, and academics
cannot agree on how payment rules impact stock prices, payout policies remain one of the

most researched subjects in corporate finance (Pradhan, 2003).

Some contend that a company's worth is not affected by its dividend policy since a
company's value is derived from its earning potential and business risk, not from the
distribution of profits between retained earnings and dividends. Miller and Modigliani
(1961) assert that investors' primary concern is the total returns they get, which may be
capital gains, dividends, or both. We call this point of view dividend irrelevance
hypothesis. Conversely, proponents of dividend relevance assert that dividend policy has
an effect on corporate value. Lintner's (1956) results demonstrate a clear correlation
between a company's dividend policy and stock price, implying that larger payments are

linked to superior market value.

Dividend decisions, which are critical to a business's financial management, include
allocating profits between distributions and retained earnings. It is an important decision
that impacts a number of broader financial factors, including investor sentiment, company
liquidity, cash flow management, capital structure, and business value (Bhandari and
Pokhrel, 2012). In order to maximize company value, the optimal dividend policy must
strike a balance between long-term business goals and shareholder expectations. These
decisions are influenced by many factors, including as past financial success, prospective

future growth, and investor preferences (Lintner, 1956).

Different stages of a business's life cycle give rise to different dividend distribution
trends. High growth and large cash flows are linked to fewer investment opportunities and
more dividend payments from the business. Mehta (2012) notes some noteworthy trends
in dividend policy, such as: Dividends are less changeable (sticky), often lag profits, have

smoother trajectories than earnings, and vary significantly over the course of a company's



life cycle. These dynamics are especially apparent in cyclical industries, as companies

strive to maintain consistent dividend payments to investors during slow economic times.

Decisions the firm takes regarding funding, investments, and dividends have a direct
impact on the stock price of the company, which is a representation of shareholder
wealth. The decisions made about dividends have a big impact on shareholder wealth:
securities return often rise in reaction to announcements of dividend increases, whereas
reductions may have the opposite effect (Mollah, 2009). Dividend policy seeks to align
management incentives with shareholder interests in order to minimize agency costs. By
limiting managers' access to discretionary funds, dividend payments encourage prudent

and disciplined financial management (Bhattarai, 2021).

The desire of shareholders for stable payout ratios demonstrates the value of dividend
payout ratios as an investment criterion. Since risk-averse investors, such the elderly and
small savers, rely on dividend income to fund their needs, clientele consequences in
dividend policy are significant (Alii et al., 1993). Companies aim to attract and retain

income-stable investors by aligning their dividend policy with shareholder preferences.

Research on the variables impacting dividend distribution in development banks
operating in Nepal is particularly pertinent, given the unique economic conditions of that
country's banking sector. Unlike studies conducted in other countries, research that is
specific to Nepal might provide insights that are appropriate for the country's regulatory
frameworks and market dynamics. Understanding how dividend policies impact investor
confidence, financial stability, and stock market perspectives in developing countries like
Nepal is contingent upon doing such research (Bista, 2022). This study aims to provide
useful insights for bank management, investors, and regulators by examining the
relationship between dividend policy and stock prices listed on the Nepal Stock Exchange
(NEPSE).

In conclusion, research on dividend policy in development banks there is crucial given
how Nepal's banking sector is evolving. The findings are expected to offer useful insights
into the financial health, market valuation, and strategic decision-making of development
banks in Nepal. They are also expected to promote informed investment choices and the
efficiency of the financial market in developing nations. Research on dividend practices
has been done for Nepalese development banks since the country's banking sector has

seen substantial change and is expanding into a major economic sector. Examining the



relationship between dividend policies and their impact on the market value of NEPSE

listed shares is the goal of this study.

1.2 Problem Statement

Financial management's primary goal is to maximize shareholders’ wealth via carefully
considered financing, dividend decisions, and investments Khadka, (2012). In the context
of Nepalese Development Banks, dividend policy has a major influence on investor
perceptions and business value. These institutions are essential to Nepal's financial sector,
despite the paucity of research on their distinct dividend policies. Analyzing the financial
stability and operational efficacy of Nepalese Development Banks requires an
understanding of their existing dividend policies. The goal of this research is to provide
stakeholders with a comprehensive knowledge of these institutions' dividend policies, so

they may make well-informed decisions.

When evaluating a company's financial performance and making investment decisions,
investors heavily rely on dividend criteria such cash dividends, stock dividends, dividend
payout ratios, and dividend yields Dawar (2012). In emerging countries such as Nepal,
where financial openness and market efficiency are increasing, the relationship between
these dividend features and stock market values is particularly important. This study aims
to uncover important information for investors and financial professionals by examining
the effects of cash dividends, stock dividends, dividend payout ratios, and dividend yields

on the market prices of Nepalese Development Banks' stocks.

A trade-off exists between allocating profits to shareholders and retaining earnings for
potential future growth. A company's stock price and overall financial strategy may be
significantly impacted by the choice between cash and stock dividends, as well as factors
like dividend payment ratios and yields Baker and Powell (1999) Brigham and Gapenski
(1974). This research aims to investigate the effects of these policy determinants on stock
prices in the context of Nepalese Development Banks, wherein clear and consistent
dividend policies are critical but not consistently implemented. The goal of the findings is
to provide managers and policymakers with important information that will help them
create dividend policies that successfully meet shareholder expectations and support long-

term development.



This paper aims to provide significant empirical data and theoretical insights into the
dividend policies of Nepalese Development Banks via an empirical investigation into
these topics. Through raising knowledge of the ways in which dividend decisions and
market values interact, the study aims to improve financial decision-making processes in
Nepal's banking sector and provide guidance for policy recommendations. The goal of
this research is to close significant information gaps so that Nepal's nascent financial
industry may ultimately operate with more transparency, investor confidence, and market

efficiency.

In this way, Nepal has produced very few research studies in this area. Therefore, the

purpose of this research has been to respond to the following queries.

i.  What is the current situation with regard to the loan-to-stock ratio, book value per
share of Nepalese Development Banks' stock, cash dividend per share, stock
dividend per share, dividend payout ratio, dividend yield, bank size, inflation rate,
and growth rate of the GDP?

ii.  What is the relationship between dividend payout and its impact on market to

book ratio of Nepalese Development Banks?

iii.  Does loan ratio, cash dividend per share, stock dividend per share, dividend
payout ratio, dividend yield, bank size, inflation rate, gross domestic product
growth rate have impact on stock price and market to book ratio of Nepalese

Development Banks?

1.3 Objectives of the Study

This study's primary goal is to investigate development banks' dividend distribution
policies and how they affect the market value of their stock. The following are the

research's primary goals:

) To identify the status of book value per share, loan ratio, cash dividend per share,
stock dividend per share, dividend payout ratio, dividend yield, bank size,
inflation rate, gross domestic product growth rate, market price and book value
per share of stock of Nepalese Development Banks.

i) To examine the relationship between dividend payout and its impact on market to
book ratio of Nepalese Development Banks.



ii)

To analyze the impact of loan ratio, cash dividend per share, stock dividend per
share, dividend payout ratio, dividend yield, bank size, inflation rate, gross
domestic product growth rate on stock price and market to book ratio of Nepalese

Development Banks.

1.4 Research Hypotheses

The

literature is used to produce the following theories, which will be empirically

investigated.

H1:
H2:
H3:
H4:
H5:
H6:
H7:
H8:
HO9:

H10:
H11:
H12:
H13:
H14:
H15:
H16:

There is a significant impact of loan ratio on MPS.
There is a significant impact of cash dividend per share on MPS.
There is a significant impact of stock dividend per share on MPS.
There is a significant impact of dividend payout on MPS.
There is a significant impact of dividend yield on MPS.
There is a significant impact of bank size on market MPS.
There is a significant impact of inflation rate on MPS.
There is a significant impact of gross domestic product growth rate on MPS.
There is a significant impact of loan ratio on MPS/BVPS.
There is a significant impact of cash dividend per share on MPS/BVPS.
There is a significant impact of stock dividend per share on MPS/BVPS.
There is a significant impact of dividend payout on MPS/BVPS.
There is a significant impact of dividend yield on MPS/BVPS.
There is a significant impact of bank size on MPS/BVPS.
There is a significant impact of inflation rate on MPS/BVPS.

There is a significant impact of gross domestic product growth rate on MPS/BVPS.

1.5 Rationale of the Study

In order to accomplish the predetermined objectives, a thorough analysis of Nepalese

development banks' dividend distribution policies and the impact these policies have on

share prices will be undertaken. The main goal of this study is to provide investors crucial

insights into how dividend policies affect stock value in the context of Nepalese

Development Banks. This study aims to shed light on the factors that influence dividend

decisions and the effects those decisions have on market dynamics through the

examination of variables such as market price of stock, bank size, inflation rate, gross



domestic product growth rate, book value per share, loan ratio, cash dividend per share,

stock dividend per share, dividend payout ratio, dividend yield, and bank size.

Furthermore, government authorities tasked with overseeing and regulating the financial
industry will find the study's conclusions to be a priceless resource. Through illuminating
the relationship between internal financial conditions and market outcomes, the study will
aid in the development of policies that improve market transparency, stability, and
investor trust. This will be achieved by figuring out how these results interact with one
another. Empirical data about the impact of dividend policies on stock prices would be
helpful for policymakers to have. They will have the chance to make well-informed

decisions as a result, supporting the growth and stability of the financial sector.

From a bank management standpoint, the study findings will provide valuable
perspectives for maximizing dividend policy to align with market conditions and
shareholder expectations. If bank managers are fully aware of the significant effects that
dividend payout ratios and other financial metrics have on stock prices, they will be able
to make strategic decisions that will boost shareholder value and encourage sustainable
growth. The study aims to provide managers with the necessary knowledge to navigate
complex financial situations by raising awareness of these processes. The research will be
carried out in order to achieve this.

Additionally, by extending theoretical understanding and empirical methodologies in the
field of corporate finance, especially in developing nations like Nepal, this work will
advance scholarly research. The study will be conducted in Nepal. Enhancing the
scholarly discourse on dividend policy dynamics, the project will integrate existing
literature and use meticulous empirical analysis. A thorough analysis of methods and
outcomes will be helpful to future researchers, providing a basis for further investigation

and the formulation of concepts related to payout practices in similar circumstances.

Last but not least, our study aims to reach a broad audience interested in comprehending
the components of dividend payment ratios and their implications outside of academic
and professional circles. It will provide insights into the complex relationship between
corporate financial decisions and market outcomes, serving as an instructional tool for
both the general public and students. The study aims to promote awareness and informed
participation in financial markets among stakeholders by disseminating information about

dividend policy and their ramifications.



This research seeks to provide valuable insights on dividend practices across Nepalese

development banks via extensive empirical investigation and theoretical analysis related

to its objectives. The study aims to educate decision makers in the public, politicians,

bank management, investors, and academics by clarifying the factors influencing

dividend decisions and their effects on stock prices.

1.6 Limitations of the Study

The limitations of the study are as follows;

i)

vi)

vii)

The study is based on data from fifteen out of seventeen Nepalese development
banks, potentially limiting the generalizability of findings to the entire sector.

Incorporating both microeconomic and macroeconomic variables introduces

complexity, which may constrain the depth of analysis for each variable.

The study relies solely on secondary data sources, which may vary in quality and
completeness, affecting the accuracy of findings.

Analysis spans a ten-year period (2013/14 to 2022/23), potentially overlooking

recent developments and emerging trends in dividend practices.

Findings may primarily apply to Nepalese financial institutions and may not be

universally applicable to international banks or broader financial contexts.

Resource and time constraints limited the exhaustive collection and analysis of all
potentially relevant variables, potentially impacting the comprehensiveness of the

study.

The findings' external validity may be limited due to the specific context of
Nepalese development banks, potentially constraining their applicability to other

national or international financial institutions.



CHAPTER I
LITERATURE REVIEW

2.1 Theoretical Review

Prominent scholars have developed theoretical models about dividend policy to elucidate
the ways in which corporations oversee their distribution of dividends and the ways in

which they impact market dynamics and shareholder value.
Theory of Dividend Irrelevance

Developed by Modigliani and Miller in 1961, the Dividend Irrelevance Theory, or MM
theorems, challenges common knowledge by asserting that a firm's dividend policy has
no effect on its cost of capital or stock price in a perfect market. Their main argument is
that the payout structure has no impact on the firm's final value in an ideal market where
investors may reinvest dividends at the same rate as the business and have equal access to
information. According to Modigliani and Miller, the two main factors that determine a
company's worth are its earning potential and business risk. Investors may replicate any
desired dividend policy by adjusting the percentage of dividends and capital gains in their
portfolio, claim Modigliani and Miller (1961). This effectively removes any real impact

that dividend decisions may have on the value of the firm.

Therefore, the applicability of the Dividend Irrelevance Theory in real-world scenarios
has been called into question. Its opponents argue that market imperfections like taxes,
transaction fees, and information asymmetries might disrupt the perfect conditions
proposed by Modigliani and Miller. These shortcomings could affect investor behavior
and company value in unexpected ways based on theory. Due to the potential tax
implications, investors with different tax rates may have different preferences for
dividend payments, which in turn affects the demand for dividend-paying stocks. Despite
these criticisms, the MM theorems remain essential to understanding the theoretical
underpinnings of dividend policy and its relationship to firm value in idealized market

environments.
Theory of the Birdinhand

Myron Gordon's (1962) Bird in hand Theory offers an alternate perspective to the
Dividend Irrelevance Theory by emphasizing the perceived benefits of dividends for

investors. According to Gordon, investors often choose current dividends over uncertain



future capital gains. This preference stems from the fact that dividends provide tangible
benefits that investors who are seeking income particularly value, such as immediate
liquidity and a steady supply of income. Gordon (1962) postulated that corporations that
consistently pay dividends might attract investors who place a high value on stability and
consistent revenue sources. If these investor preferences are met, the market price of the

firm can increase.

Gordon also believes that a company's capacity to pay dividends reveals the stability of its
finances and the degree of confidence it has in its future. Maintaining a steady dividend
policy may assist a business in projecting reliability and consistency to investors, so
improving their perception of the risk profile and long-term profitability of the business.
This signaling influence emphasizes the strategic importance of dividends as a means of
aligning investor expectations with the financial performance and development prospects
of the firm. Thus, the Dividend Irrelevance Theory focuses on investor arbitrage and
market efficiency, whereas the Bird in Hand Theory highlights the psychological and

financial incentives that dividends provide to investors.
Theory of Tax Preference

The impact of taxes on the actions of investors and the value of corporations is explained
in detail by Litzenberger and Ramaswamy's Tax Preference Theory (1979). The theory
states that the tax treatment differences between dividends and capital gains have a
significant impact on investor preferences for dividend-paying stocks. In many tax
jurisdictions, dividends are taxed differently than capital gains and are often subject to
higher tax rates. Investors may opt to invest in firms that produce dividends because
dividend income has a more favorable tax treatment than other forms of investment

returns.

Understanding the tax implications of dividend policy is critical for attracting investors
and efficiently managing capital structure from a business perspective. Businesses may
adjust their dividend policy proactively to maximize post-tax returns for stakeholders,
which will increase the share price's market appeal. This aligns with the broader goal of
handling the complexities of tax rules and investor preferences while optimizing
shareholder value. By emphasizing dividends as a critical component of company
financial strategy, the Tax Preference Theory draws attention to the interplay between tax

policy, investor behavior, and business value.
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Theory of Agency Costs

Jensen (1986) investigated the usage of dividends as a way to reduce agency conflicts
between managers and shareholders in his Agency Cost Theory. The idea holds that since
ownership of publicly listed enterprises is shared by shareholders and management,
conflicts of interest may arise. It is possible for managers to prioritize their own interests
above those of the shareholders, which might lead to wealth expropriation and increased
agency costs. Dividend payments contribute to minimize agency costs by taking away

funds that managers could otherwise misallocate or retain for personal gain.

Furthermore, a company's dividend payment consistency demonstrates its commitment to
maximize shareholder value and financial transparency. By distributing profits to
shareholders, businesses demonstrate their willingness to split financial success and align
managerial incentives with shareholder interests. This congruence may lower the
perceived risk of managerial opportunism, raise investor trust, and improve stock prices.
The Agency Cost Theory therefore emphasizes dividends as a financial distribution tool
as well as a governance tool to lessen agency conflicts and enhance corporate governance

practices.
Theory of Signaling Mechanisms

The Signaling Mechanism Theory by Baker, Farrelly, and Edelman (1985) provides
insight into how managers use dividend policy to discreetly inform investors about a
company's future prospects. According to this theory, management willfully alters
dividend amounts to reflect the company's true value because they have insider
knowledge and believes the market price does not fairly reflect the firm's intrinsic worth.
By increasing dividends, management convey their conviction in the company's financial
stability and development potential, attracting and retaining investors who appreciate

steady and growing income streams.

The concept of asymmetric information, in which managers possess knowledge that the
public market can not readily access, is the basis for this purposeful use of dividends as a
signaling instrument. Dividends are an efficient way to distinguish between businesses

with promising futures and those with weaker growth prospects. This influences the
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opinions of investors, which impacts stock prices. The Signaling Mechanism Theory
highlights dividends as a tool for management communication and investor relations,
emphasizing their importance in influencing market expectations and boosting

shareholder value.
Theory of Clientele Impact

Black and Scholes, (1974) introduced the Clientele Impact Theory for the first time in
1974. 1t looks at different investor groups' preferences for different dividend distribution
plans, each with its own tax position and income criteria. According to this theory,
investors who rely on asset income, including pension funds and retirees, often choose
consistent dividend distributions in order to meet their financial obligations. Conversely,
younger investors can place a higher value on potential for capital gains and reinvestment

than they do on income in the near future.

By adjusting their dividend policy to satisfy the needs of certain investor groups,
companies may suit the preferences of their investors. Businesses that provide dividend
distribution options that accommodate different tax brackets and income requirements
may attract and retain a diverse group of investors. This strategy's alignment with investor
preferences not only promotes shareholder loyalty but also has a long-term impact on
market value and stockholder composition. The dynamic interplay of investor
demographics, dividend policy decisions, and company value is therefore emphasized by
the Clientele Impact Theory, which views dividends as a critical element of investor

relations and corporate finance strategy.

2.2 Empirical Review

Rozeff (1982) developed a methodology to estimate the optimal dividend distribution
while minimizing agency and transaction costs. Dividends are advised as a means to
lower this risk since agency costs are the result of managers mismanaging free cash flow.
Conversely, an overly generous dividend policy might lead to high transaction costs and
lower the company's worth. Four factors drive Rozeff's model: revenue growth (correlates
with lower dividends due to increased investment needs); beta coefficient (indicates lower
dividends with higher earnings volatility); insider ownership percentage (suggests higher
agency costs and hence higher dividends); and number of shareholders (correlates with

higher dividend payouts and increased agency costs). The important coefficients of
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Rozeff's model show how effective it is in predicting dividend policies based on firm-

specific information.

When Baker, Farrelly, and Edelman (1985) polled financial managers, the findings
indicated that continuity and shareholder value were the key variables affecting dividend
policy. The survey draws attention to the perceived impact of dividends on stock prices,
revealing managers' awareness of the implications for signaling and customer base. This
empirical study supports Lintner's behavioral model by highlighting the continued
importance of dividend policy in corporate finance. Dividends are important beyond
financial metrics because of their strategic significance in investor relations and market
perception, which is supported by management viewpoints on value enhancement and

dividend continuity.

The cross-sectional determinants influencing debt levels, dividend policy, and insider
ownership in various corporations were studied by Jensen et al. (1992). Their regression
models demonstrated a relationship between lower debt and dividend payments and more
insider ownership, which bolstered the argument for corporate finance oversight.
Investment, profitability, and business risk are three elements that influence decisions
made at the firm level and are congruent with a modified form of the "pecking order”
idea. The study highlights how insider ownership, debt structure, and dividend policy

interact to influence corporate governance and financial strategy.

Alli et al. (1993) used factor analysis to identify the variables affecting dividend policy
for 105 distinct corporations. Their findings showed a negative relationship between
dividend payments, external financing costs, investment outlays, and growth projections.
The positive relationship between higher dividend payouts and institutional ownership
lends credence to tax clientele theories. Dividend stability was linked to capital structure
flexibility, which was a reflection of management strategies in dividend policy. The
research's approach highlights how intricate dividend determinants are and how they

impact the financial management of businesses.

Mahapatra and Sahu (1993) used econometric models to study dividend behavior in
ninety Indian firms. The examination emphasized the cash flow model's robustness,
highlighting its past dividend patterns and cash flow capabilities as critical aspects. The
relevance of variables like investment demand and liquidity on dividend decisions across

sector groupings brought attention to the variations in dividend policy drivers that are
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industry specific. The study's conclusions on dividend behavior in emerging market

scenarios help to explain regional variations in corporate finance.

Olson and McCann (1994) examined the link between profitability and dividends using
Granger causality tests. The signaling theory was supported by their findings, which
demonstrated that dividend information enhances profit forecasting. Companies using
dividend signaling or partial adjustment techniques have distinctive financial
characteristics, such higher asset turnover and less unpredictable growth. The study
highlights how dividend policies mirror management strategies in balancing financial
performance and shareholder expectations, emphasizing the dual significance of

dividends in financial forecasting and market signaling.

D'Souza and Saxena (1999) examined the effects of market risk, investment
opportunities, and agency costs on the dividend policies of 349 multinational
corporations. They found that agency costs and dividend distributions were negatively
correlated, underscoring the significance of governance procedures in dividend decision-
making. Market to book ratios and institutional ownership affected dividend policy, while
growth rates and beta had different impacts on different enterprises. The investigation
adds to our understanding of the intricate relationships that exist between financial
strategy and corporate governance as well as the regional variations in the factors that

influence dividend policy.

Baker and Powel (1999) conducted a survey of 170 senior managers of US companies
listed on the NYSE to gather their opinions on the dividend theories of tax preference
(clientele), agency, bird in the hand, and signaling. The signaling theory, which shows
that managers see dividends as indications of the company's health and prospects going
forward, garnered the greatest amount of support. Out of 20 factors that affect dividend
policy, present and projected earnings continuity ranked highest. One of the drawbacks
was the focus on well-known, dividend-paying businesses in certain industries, which

may have distorted the findings and added nonresponsive bias.

Anand (2002) examined a 2001 survey of 81 CFOs from Indian Business Today 500
organizations using factor analysis. The majority of businesses had dividend payout ratios
that matched Lintner's studies on dividends, demonstrating the stability and dividend-

paying capacity of the business. Investor preferences and clientele influences have a
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significant impact on the development of dividend policy, reflecting management

strategies aimed at increasing market value.

Omran and Pointon (2004) looked at 94 Egyptian businesses to assess how dividend
policies affected share prices and factors that drove payment ratios. They found that, for
non-actively listed firms, dividends were more significant than earnings, influenced by
accounting book value. Leverage and company size had a negative effect on payout ratios
in actively listed companies, whereas non-traded companies showed the opposite trends.
A relationship between declining dividends and fluctuations in profitability and liquidity

problems was found using logistic regression.

Size, market liquidity, profitability, ownership, signaling, and leverage were shown to be
significant factors by Naceuret et al. (2006) in their examination of the dividend dynamics
of 48 businesses listed on the Tunisian Stock Exchange between 1996 and 2002.
Particularly in stable, successful enterprises, current earnings and dividend consistency
had a major influence on dividend payouts. The market's influence was underscored by
negative correlations found between market liquidity and firm size as well as dividend

payments.

Amidu and Abor (2006) examined the variables influencing dividend distribution in
Ghanaian listed companies over a six-year period. Their findings indicate a favorable
correlation between tax advantages, cash flow, and dividends and profitability. The
relationship between institutional ownership and growth and dividend distributions was
negative, suggesting the use of risk and growth management strategies. Businesses'
investment decisions and dividend policy were influenced by market to book value.

Jiraporn and Ning (2006) examined the agency costs of dividend programs using 3,732
firm year data from large companies, including the SandP 500. Their finding of an inverse
relationship between dividend payments and shareholder rights bolstered the replacement
theory. There was a correlation between lower shareholder rights and higher payouts,
indicating that dividend policy may be used as a governance tool. The findings were
impacted by country-specific legal differences, but the relevance of agency theory in

understanding dividend programs was validated.

Pandey and Bhatt (2007) examined the dividend behavior of Indian corporations with an
emphasis on stability and the impact of monetary policy restrictions. Using Lintner's
model and the GMM estimator, they found that Indian businesses had low target payout
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ratios and substantial adjustment factors, implying unstable dividend policies. Monetary
policy restrictions resulted in a dramatic 5-6% drop in payout ratios, which affected
businesses' ability to raise capital and enhanced information asymmetry. The findings
described above demonstrate how macroeconomic policies affect the financial decisions
made by businesses and provide possible avenues for further research into the broader

macroeconomic ramifications.

Al Malkawi (2008) investigated factors influencing corporate dividend decisions in
publicly traded Jordanian businesses using a 15-year panel data set. The study indicates
that businesses with a higher degree of profitability, longevity, and less investment
opportunities are more likely to provide dividends. Financial leverage exhibited a
negative correlation with the likelihood of a dividend, but business age had a quadratic
relationship. These results partially supported agency cost explanations and picking order
hypotheses, and they illustrated the applicability of dividend theories in emerging nations

like Jordan.

Ahmed and Javid (2009) looked at the dividend distribution patterns of 320 non-financial
businesses that were listed on the Karachi Stock Exchange between 2001 and 2006. Using
Lintner's approach, they found that distributions depended more on current profitability
than on past dividends. While investment opportunities and leverage had detrimental
consequences, dividend payments were often higher for firms with better ownership
concentration and steady profitability. Market capitalization and firm size had a negative
effect on the dividend payment policy, which may be explained by the preference for

strategic investments over returns to shareholders.

Tahir (2009) investigated the dividend payment ratios of Malaysian Government Linked
Companies (GLCs) using multiple regression analysis. The study discovered that
although board independence had a negative correlation with dividends, cash flow and
profitability had a positive effect. Twenty-three percent of the factors had a substantial
impact on dividend payment ratios in Malaysian GLCs; this suggests that further study is

needed to completely comprehend how corporate governance affects dividend policy.

Al Kuwari (2009) tested the dividend policy of GCC listed businesses using Tobit
models, highlighting the significance of government ownership, leverage, profitability,

and company size. Despite the lack of sufficient security for shareholders, the study
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indicates that dividends were used to maintain the company's reputation and minimize
agency problems. The fact that business profitability has emerged as a prominent factor
influencing dividend policy modifications in GCC countries is evidence of the dynamic

nature of payout options.

Gill, Biger, and Tibrewala (2010) built on previous research by examining variables that
affect dividend payout ratios across American industrial and service industries. Using
financial data from 2007, they found that different sectors' dividend payment rates were
affected differently by profit margin, sales growth, debt to equity ratios, and taxes. The
study highlighted the difficulties in selecting the optimal dividend policy by drawing
attention to variations in dividend payment behavior based on financial parameters

particular to a specific sector.

John and Muthusamy (2010) looked at the variables impacting dividend payout ratios in
the Indian paper industry, including leverage, growth, and profitability. Using OLS
regression on the top 10 paper businesses listed on the Bombay Stock Exchange, they
found that variables including growth in sales, market to book value, cash flow, leverage,
liquidity, and return on assets influenced dividend distributions. Their study contributed
to a better understanding of the dynamics of dividend policy in the unique context of the
Indian paper industry.

Alzomaia and Al Khadhiri (2019) used data from non-financial companies that were
listed on the Saudi Stock Exchange between 2004 and 2010 to investigate the variables
impacting dividend policy in Saudi Arabia. They used multiple regression analysis to
look at the impacts of growth, debt to equity ratio, beta, capital size, past dividends,
earnings per share (EPS), and growth on dividends per share. The findings demonstrated
that Saudi businesses generally base their dividend payments on current earnings and
historical dividend payments, with profitability and prior dividend payments having a
significant influence. The positive association between these attributes and dividends
demonstrates that Saudi companies boost payouts in response to gains in profitability,
which supports the signaling theory. For future research, the paper suggests expanding the

study period and segmenting the data by industry.

Ethel, Mary, and Inyiama (2015) examined the variables influencing dividend distribution
policies in the Nigerian brewery business using data from Guinness Nigeria Plc and

Nigeria Breweries Plc from 2000 to 2013. They used multiple regression, Granger
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causality, and Johansen cointegration tests to examine the relationships between
dividends per share (DPS) and other performance measures. The results showed that
although market price of equity shares (MPS) and profits per share (EPS) had a positive
impact on DPS, net asset value per share (NAVPS) and total assets (TA) had a little but
negative influence. The substantial relationship shown between DPS and EPS, MPS, and
NAVPS lends credence to the signaling concept. This implies that directors must to

monitor variables influencing share prices and optimize net profits.

Rohov et al. (2020) looked at the dividend policy of the Ukrainian market, which is
characterized by a developing stock market and legal uncertainty for minority
shareholders. Using information from 58 non-financial public joint stock companies in
Ukraine, they used the Interactive Tree Classification Technique (C and RT) to
investigate ideas on the impact of ownership structure, size, business risk, and financial
state on dividend payments. The categorization model correctly predicts dividend choices
by demonstrating that businesses with majority ownership by both private and
institutional investors are more likely to pay dividends. Financial variables significantly
influenced the categorization of firms that do not pay dividends, while business risk did

not.

Angelia and Toni (2020) examined the impact of debt, profitability, and liquidity on
dividend policy in the Indonesian food and beverage sector from 2015 to 2017. Using a
sample of eighteen companies and multiple linear regression analysis, they found that
profitability has a significant influence on dividend policy, while debt and liquidity do
not. The independent factors explain 38.2% of the variance in the dividend payout ratio,
based on the adjusted R square value. Since the study highlights the importance of
profitability in determining dividend policy, it has implications for management decision

making on profit allocation.

The factors affecting dividend policy for Pakistani pharmaceutical companies listed on
the Pakistan Stock Exchange between 2013 and 2017 were investigated by Gul, Ullah,
and Rasheed (2020). Using panel VAR, fixed effect, and regression models, they found
that managerial ownership, debt policy, return on assets (ROA), firm size, and free cash
flow had a significant impact on dividend policy. According to the study, dividend policy
decisions should include long-term profitability and growth possibilities. This emphasizes

the need of focusing on future performance in order to improve corporate success.
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Hartono et al. (2021) examined the variables that predicted dividend policies in
Indonesian real estate, construction, and property industries from 2013 to 2019. Using
hierarchical multiple panel data regression, they found that company risk, financial
leverage, and investment opportunities all affected dividend policy. Previous settlements
had a similar influence on policy, but in a different direction. The study provides
management practitioners with insights on predictions to enhance business performance
and provide optimal returns for investors, and it emphasizes the usefulness of parametric

statistical analysis in understanding the drivers of dividend policy.

Yakubu (2021) looked on the impact of working capital management on dividend policy
in Ghanaian non-financial enterprises between 2007 and 2016. Using ordinary least
squares (OLS) analysis, the study found a positive association between the cash
conversion cycle (CCC), days inventory outstanding (DIO), and dividend policy.
Furthermore, a weak but positive association was seen between dividend policy and the
expansion and profitability of businesses. The findings emphasize the importance of
working capital management, in particular DIO, in influencing dividend policy decisions,
which gives directors and shareholders vital information to help them make well-

informed investment decisions.

The goal of Feizal, Sudjono, and Saluy's (2021) study was to determine the factors that
affected dividend payments in Indonesian construction companies from 2014 to 2019.
Using panel data analysis, they looked at the effects of return on equity, debt to equity
ratio, and current ratio on dividend payments. The study revealed significant relationships
between these financial metrics and dividends, suggesting that capital structure and
profitability are crucial factors to take into account when deciding on dividends. The
research highlights how crucial it is for companies to consider these factors in order to
appease investors and maintain their competitive advantage in a market that is undergoing

rapid change.

Napitupulu and Djajanti (2021) looked at the dividend policies of Indonesian
manufacturing companies that were listed between 2014 and 2016. Using panel data and
multivariate regression analysis, they found that although other characteristics had
minimal effect on dividend choices, profitability, capital structure, and assets had a
significant influence. The study provides empirical evidence in favor of the life cycle and

signaling theories of dividend policy, suggesting that companies should prioritize
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profitability and effective capital management above all else in order to sustain consistent

dividend payments and increase investor confidence.

Khan, Yilmaz, and Aksoy (2022) examined the impact of board demographic diversity on
dividend distribution policy for Turkish non-financial companies listed on Borsa Istanbul
between 2013 and 2018. Using panel logit and Tobit regression models, they found that
variety in country, experience, and educational background positively enhances dividend
payments, but diversity in gender, tenure, and age had minimal influence. The
Demographic Board Diversity Index (DBDI) showed a positive link with dividend policy,
especially for family-owned enterprises. This suggests that diverse boards improve

corporate governance and are in favor of paying out greater dividends.

Lee et al. (2022) examined the variables affecting dividend distribution policy in the
Vietnamese stock market between 2014 and 2018, with a particular emphasis on the Ho
Chi Minh Stock Exchange. The study analyzed 756 data using the Fixed Effect, Random
Effect, and Ordinary Least Squares models to assess a number of factors, including as
growth rate, profitability, firm size, and financial leverage. The Hausman Specification
Test indicated that the Fixed Effect model was the most consistent. The study's finding
that these factors significantly influence dividend payout policy emphasizes how

important dividend policy is in influencing investor decisions in emerging nations.

Thanh, Ha, and Ngoc (2022) conducted a study on the cash dividend policy of food
companies that were listed on the Vietnamese stock market between 2011 and 2020.
According to the research, growth rate (GR) and debt-to-equity ratio (DE) have a negative
influence on the cash dividend payout ratio (DPR), whereas earnings per share (EPS),
solvency (LR), and corporate income tax rate (TAX) have a favorable effect. Using data
from 52 organizations, Bayesian Binary Logistic Regression was used to discover this.
This research emphasizes the intricacy of dividend decisions and how they affect

financial management in the food industry.

The impact of dividend policy on market value and shareholder wealth in Nigerian banks
was examined by Ojeme et al. (2022) both before to and during the global financial crisis.
The study used correlation analysis to examine the relationship between market prices
and dividend payments from 2007 to 2010. The results demonstrated that higher dividend
payouts boost shareholder wealth and that dividend payments are a key determinant of

market value. The research highlights the significance of strategic dividend policies in
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maintaining investor confidence and stock value, especially during periods of economic

downturn.

Farrukh et al. (2023) assessed the impact of dividend policy on shareholders' wealth and
company performance in Pakistan in order to settle a long-running dispute in corporate
finance. Using variables including dividend per share, dividend yield, profits per share,
share price, and return on equity, the study found that dividend policy had a positive
effect on shareholders’ wealth and business success. The report recommends more
corporate transparency and a consistent, managed dividend policy to protect investors and
boost company success. These suggestions are in line with notions like the clientele

effect, dividend relevance, signaling influence, and bird in hand.

Ansar et al. (2023) examined the relationship between dividend policy and shareholders'
wealth using a sample of thirty companies from the Karachi Stock Exchange that were in
the textile, cement, and chemical sectors. Multiple regression analysis was used in the
study to assess the impact of lagged pricing, return on equity, retained profits, and
dividend per share on owners' wealth as determined by share market price. The results
showed a strong positive association, suggesting that profitable dividend policies boost

stockholder value in Pakistan.

Yegon et al. (2023) looked at the relationship between dividend policy and the
profitability, investment, and earnings per share of nine publicly listed industrial
companies in Kenya. Using regression analysis on data from annual reports, the study
found considerable positive relationships between dividend policy and firm profitability,
investment, and profits per share. The research emphasizes the dividend policy's crucial
importance in financial management and organizational performance and suggests strong

dividend policies to boost profitability and attract investments.

The impact of dividend policy on the performance of firms listed on India's Bombay
Stock Exchange (BSE) was examined by Kumar et al. in 2024. They analyzed data from
150 firms from 2015 to 2022 and used panel data regression to look at retained earnings,
dividend payout ratio, and dividend yield in relation to metrics like return on equity
(ROE) and return on assets (ROA). Their findings demonstrated a favorable correlation
between higher dividend payment ratios and improved firm performance, so supporting
the dividend relevance theory's main contention that robust dividend policies convey

financial health and boost investor confidence. However, several earnings-retaining
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businesses faced criticism for their approach to managing surplus capital, which balanced
dividend payments with growth potential. According to Kumar et al., two advantages of a
well-calibrated dividend policy include boosting shareholder value and strategically

placing enterprises in dynamic growing markets.

Li and Zhang (2024) focused on businesses that were listed on the NASDAQ between
2010 and 2022 in order to investigate the variables that affect dividend policy in the
technology sector. Their study blended quantitative regression analysis with qualitative
data from finance managers' interviews. They came to the conclusion that company size
and profitability were the two main factors influencing technology companies' decisions
to pay dividends. Profitable businesses with significant capital reserves often paid
dividends, which was in line with theories that stressed effective cash flow management.
Conversely, businesses that placed a high priority on growth often used their earnings to
finance market expansion and research and development, which was negatively correlated
with dividend payments. Their qualitative findings brought to light the industry's dynamic
nature, where long-term innovation and competitiveness are often promoted more by
strategic investment than by quick dividend payments. Li and Zhang's work provides
empirical evidence for adaptive dividend policy in technology businesses. It supports
strategies that aim to reconcile shareholder expectations with attempts to achieve

sustainable development.

Table 1
International Context Literature Matrix

Author(s) and Objective Variables Methodology Findings
Year
Rozeff (1982) Examine factors Independent: Theoretical Higher dividends
influencing Agency cost, analysis reduce  agency
dividend payout  number of costs; significant
shareholders coefficients
Dependent: predicting
Dividend payout dividend payouts.
ratio
Baker, Farrelly, Explore Independent: Survey Awareness of
Edelman (1985) perceptions  of Signaling theory, signaling and
dividend clientele  effects clientele impacts
relevance Dependent: among
Perceived respondents.
dividend
relevance

Jensen et al. Investigate Independent: Empirical High insider



(1992)

Alli et al. (1993)

Mahapatra, Sahu
(1993)

Olson, McCann
(1994)

D’Souza, Saxena
(1999)

Baker, Powel
(1999)

Anand (2002)

insider
ownership  and
dividend policy

Analyze
institutional
investors and
dividend policy

Study
determinants of
dividend
decisions

Examine firms
following
dividend

signaling policy

Investigate
international
dividend policies

Compare
dividend policy
factors in

regulated Vs.
unregulated
firms

Explore  CFO
perspectives on

Insider ownership,
profitability,
growth
Dependent: Debt
and dividend

policy

Independent:
Institutional
ownership,
shareholder
dispersion
Dependent:
Dividend payout
ratio, dividend
stability

Net
flow,

Independent:
debt
liquidity
Dependent:
Dividend payout

Independent:
Dividend
signaling  policy
Dependent: Firm

characteristics

Independent:
Institutional
holding ratio,
market risk
Dependent:

Dividend payout
ratio

Independent:
Regulatory
environment, firm
size  Dependent:
Factors
influencing
dividend policy

Independent:
Market  signals,

analysis

Empirical study

Industry  level

analysis

Comparative
study

Cross
study

country

Comeparative
analysis

Qualitative
interviews
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ownership
correlates  with
low debt and
dividends;
supports

modified pecking
order hypothesis.

Higher
institutional
ownership leads
to higher
dividend

payouts;
insignificant
relationship with
shareholder

dispersion.

Net debt flow
and liquidity
significantly
influence
dividend
decisions in
specific
industries.
Signaling  firms
exhibit  specific

characteristics
like higher asset

turnover and
lower growth
variability.
Higher
institutional
holding
correlates  with
lower dividend
payout;  mixed

results on market
risk.

Similarities
observed in
factors
influencing
dividend policy;
limitations in
sample
representativenes
s acknowledged.

Dividend policy
used for



Omran, Pointon
(2004)

Naceuret et al.
(2006)

Amidu, Abor
(2006)

Jiraporn, Ning
(2006)

Pandey, Bhatt
(2007)

Al Malkawi
(2008)

Ahmed, Javid
(2009)

dividend policy

Analyze
determinants of
payout ratios

Study earnings
sensitivity  and
dividend policy

Investigate
dividend policy
in Ghanaian
firms

Examine agency

theory and
shareholder
rights

Assess
macroeconomic
impacts on

dividend payout

Study dividend
policy in an
emerging market

Analyze
ownership

structure and

investor
preferences
Dependent:
Dividend policy

Independent:
Leverage, firm
size  Dependent:
Payout ratios

Independent:
Earnings stability,
growth
opportunities
Dependent:
Dividend payout
ratio

Independent:
Profitability,
investment
opportunities
Dependent:
Dividend payout
policy
Independent:
Shareholder
rights, agency
costs Dependent:
Dividend policy

Independent:
Macroeconomic
policies
Dependent:
Dividend payout
ratio

Independent: Firm
age, profitability
Dependent:
Dividend policy

Independent:
Ownership
concentration,

Regression
analysis

Empirical
research

Empirical study

Theoretical and
empirical

Macro level

analysis

Market analysis

Empirical
research
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signaling and
investor
preference
alignment;
supports
Lintner’s

findings.

Negative
relationship
between
leverage,  firm
size, and payout
ratios; varies by
industry segment.

Profits and stable
earnings
correlate
positively  with
dividend
payouts; growth
impacts dividend
policy.

High growth
firms retain more
earnings;
profitability
influences
dividend policy
decisions.

Shareholder
rights significant
in  determining
dividend policy
as per agency
theory.

Macroeconomic
policies  affect
cost of funds and
information
asymmetry,
impacting
dividend payouts.

Agency costs and
pecking order
hypothesis

explain dividend
policy in an
emerging market.
Ownership

concentration
and market



Tahir (2009)

Al Kuwari (2009)

Gill, Biger,
Tibrewala (2010)

John, Muthusamy
(2010)

Al Shubiri (2011)

Mehta (2012)

Komrattanapanya
(2013)

dividend payout

Investigate
governance and
dividend policy

Examine
dividend policies
in GCC
countries

Analyze

adjusted
dividend payout
ratio

Study variables
influencing
dividend payout

Investigate
factors affecting
dividend policy

Examine factors
influencing
dividend payout

Evaluate
dividend policy
for wealth
maximization

market  liquidity
Dependent:
Dividend payout
policy
Independent:
Profitability,
board
independence
Dependent:
Dividend payout
ratios

Independent:
Profitability,
agency
Dependent:
Dividend policy

costs

Independent: Cash
flow, firm
characteristics
Dependent:
Adjusted dividend
payout ratio

Independent:
Sales growth,
market value
Dependent:
Dividend payout
ratio

Independent:
Leverage,
profitability,
growth
opportunities
Dependent:
Dividend policy

Independent:
Growth rate, EPS
growth
Dependent:
Dividend payout
ratio

Independent:
Investment
decisions
Dependent:

Corporate
governance
analysis

Market study

Comparative
study

Empirical
analysis

Market analysis

Cross sectional
study

Panel data

analysis
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liquidity
positively impact
dividend payouts.

Governance
structures
influence
dividend

policies;
profitability
positively affects
dividends.

Firms in GCC
alter dividend
policies based on
profitability and
agency costs.

Differences
observed in
relationships
between
independent
variables and
adjusted payout
ratios across
industries.

Consistent
relationships
found with sales
growth, market
value;
contradicting
results for EPS
and P/E ratio.

Factors like
leverage and
profitability
influence

dividend policy
in the Amman
stock exchange.

Limited
timeframe study;
factors like
growth rate and
EPS growth not
considered.

Financial

managers use
dividend policy
to maximize



Alzomaiaand Al
Khadhiri (2019)

Ethel, Mary,
Inyiama (2015)

Rohov et al.
(2020)

Angelia, Toni
(2020)

Gul, Ullah,
Rasheed (2020)

Hartono et al.
(2021)

Study Saudi
stock market and
dividend policy

DPS
EPS

Analyze
and
relationship

Examine
shareholder
control
dividend
payment

and

Investigate
factors
influencing
dividend policy

Study impact of
managerial
decisions on
dividend policy

Analyze
predictors of
dividend policy

Shareholders’
wealth

Independent:
Sector  specific
factors

Dependent:
Dividend per
share

Independent: EPS,
NAVPS
Dependent: DPS

Independent:
Shareholder
composition
Dependent:
Dividend payment

Independent:
Profitability,
liquidity, leverage
Dependent:
Dividend payout
ratio

Independent:
Managerial
ownership,
financial

Dependent:
Dividend policy

metrics

Independent:
Risk, leverage,
investment
opportunities

Sectoral
analysis

Causality
analysis

Classification
tree analysis

Multiple linear
regression

Empirical study

Panel data

analysis
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shareholders’
wealth;
contributes to
literature on
Thailand.

Saudi
market
influenced by
signaling theory;
suggests  further
sectoral
disaggregation
for deeper
insights.

stock

Strong
relationship
observed
between
NAVPS,
DPS;
implications for
directors to
improve

earnings.

EPS,
and

Firms with
controlling
individual or
institutional
shareholders
more likely to

pay dividends.

All independent
variables
influence
dividend policy;
adjusted R square
indicates
explanatory
power.

Managerial
ownership  and
financial metrics
significantly
affect  dividend
policy; future
performance
focus noted.

Firm and
company specific
factors influence
dividend policy;



Yakubu (2021)

Feizal, Sudjono,
Saluy (2021)

Napitupulu,
Djajanti (2021)

Khan, Yilmaz,
Aksoy (2022)

Lee et al. (2022)

Thanh, Ha, Ngoc
(2022)

Ojeme et al.
(2022)

Explore working
capital and
dividend policy

Determine
factors affecting
dividends in
construction
firms

Study lifecycle
stages and

dividend policy

Analyze
diversity and
dividend payout

Examine factors
affecting
dividend payout
in Vietnam

Explore factors
influencing cash
dividend
payments

Study dividend
policy and
shareholder
wealth

Dependent:
Dividend policy

Independent:
Working  capital
management
Dependent:
Dividend policy

Independent:
ROE, D/E ratio,
current ratio
Dependent:
Dividends

Independent:
Profitability,
capital  structure
Dependent:
Dividends

Independent:
Diversity metrics
Dependent:
Dividend payout
policy

Independent:
Market  specific
factors

Dependent:
Dividend payout
policy

Independent: EPS,
solvency, tax rate,
growth rate
Dependent:
Probability of
cash dividend
payment

Independent:
Company
performance,
technology

Case study

Panel data

model

Empirical
research

Regression
analysis

OLS, Fixed
Effect model

Bayesian
Binary Logistic
regression

Empirical
analysis
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previous
dividend effects
vary.

Working capital

management
practices
influence
dividend policy
decisions in
Ghanaian firms.
Financial ratios
like ROE and

D/E ratio impact
dividend
decisions in
construction
firms.

Lifecycle stages
influence

dividend
policies;
profitability and
capital structure
significant.
Diversity in
nationality,
experience
influences
dividend
policies; family
owned firms
show varied
impacts.

Fixed Effect
model consistent
in analyzing
Vietnam’s
factors
influencing
dividend policies.
Positive
relationship
found with EPS,
solvency, and
negative with

growth rate, debt
to equity ratio.

Dividend policies

impact
shareholder
wealth  through



Farrukh et al.
(2023)

Ansar et al.
(2023)

Yegon et al.
(2023)

Kumar et al.
(2024)

Li and Zhang
(2024)

Evaluate
dividend policy
framework in
Pakistan

Examine
dividend policy
and shareholders

Investigate

impact of
working capital
management on
dividend policy
in organizations

To examine the

impact of
dividend policies
on firm
performance in
India's BSE.
Investigate

dividend policy
determinants in
NASDAQ listed
technology
firms.

adoption
Dependent:
Market value of
shares

Independent:
Regulatory
framework,
disclosure
practices
Dependent:
performance

Firm

Independent:
Dividend
share, retained
earnings, lagged
price, return on
equity;
Dependent:
Shareholders'
wealth

per

Independent:
Working  capital
management
practices;
Dependent:
Dividend policy

Dividend payout
ratio, dividend
yield, retained
earnings, ROA,
ROE

Profitability, firm
size, dividend
decisions,
reinvestment

Policy analysis

Multiple
regression
model

Empirical st

Panel
regression
analysis

Quantitative
regression
analysis
qualitative
insights

udy

data

and
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market value of
shares;
implications for
Nigerian banks.

Stable, effective
dividend policies
and supervisory
frameworks
recommended for
Pakistani firms.

Strong  positive
relationship
between dividend
policy and
shareholders'
wealth in
Pakistani context.

Working capital

management
significantly
influences
dividend policy
decisions in

organizations.

Higher dividend
payout ratios
correlate
positively  with
improved  firm
performance,
supporting
dividend
relevance theory.

Profitable firms

with ample
reserves tend to
distribute
dividends, while
growth  focused
firms  prioritize
reinvestment,
fostering  long
term

competitiveness.
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2.3 Empirical Reviews in the Context of Nepal

Pradhan (2003) conducted research on the relative importance of retained earnings and
dividends in affecting stock market pricing. The study found that market equity, book
value, price, earnings, and dividends had positive connections with liquidity, leverage,
profitability, asset turnover, and interest coverage. The primary findings of the research
were that larger stocks had greater market to book ratios, price-earnings ratios, lower
liquidity, worse profitability, and smaller dividends. Dividend payments are viewed more

highly in Nepal than retained earnings.

Regression analysis and descriptive statistics were used by Bhattarai (2005) to look into
what variables affect Nepalese development banks' share values from 2006 to 2014. The
study's conclusions show that dividend yield has a negative relationship with share price
volatility, even if dividend payout ratio is a key component in driving share price variance
in the Nepalese stock market.

The primary goal of dividend payments is to expand the company's equity capital base. In
Nepal, the announcement of a stock dividend is the most anticipated business event.
Additionally, Adhikari (2006) demonstrated the correlation between the dividend and the
determinant elements of the dividend policy, such as net profits, delayed dividends,
revenue growth rate, risk, investment opportunity set, and stakeholder count. The

dividend had a favorable correlation with economic developments.

Chhetri (2008) asserts that companies with high dividend payouts and those with low
payouts are in distinct financial situations. The study indicates that there is a strong
relationship between dividends and stock prices. The stock price rises in proportion to the
payment size. Eventually, attention will turn to banks that are paying dividends, which
will increase clients' value. Furthermore, the coefficient for dividends is higher than the

coefficient for retained profits.

The number of dividends that a business will pay its shareholders is determined by its
dividend policy. By examining the financial data of eight Nepali development banks from
1996-1997 to 20062007, the study seeks to provide light on the institutions' dividend
policy. The development banks in Nepal don't show a steady trend in their dividend
policy. The dividend method used by Nepal's development banks is partially explained by

residual or stable theory. Investors need to follow a tight dividend policy as Nepal's
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financial institutions expand in order to anticipate the stock market and make informed

investment decisions (Bhandari and Pokharel, 2012).

Gautam (2017) looks at how firm-specific variables affected stock returns and share price
volatility in the context of Nepalese development banks between 2008/09 and 2013/14. A
causal comparative research approach has been used with the aim of establishing the
positive relationship between leverage, dividend yield, and payment with respect to share
price volatility. The study's conclusions also showed a negative relationship between the

book-to-market ratio, asset growth, and share price volatility.

Pradhan and Gautam (2017) look at the impact of dividend policy on the share price
volatility of Nepalese development banks. A sample of eighteen development banks
spanning the years 2009-2014 was chosen for this investigation. Tools for regression
analysis have been used in data analysis. The analysis indicates a negative correlation
between dividend payments and share price. volatility in connection to Nepal's

commercial banks.

Adhikari (2020) asserts that there were variations in the dividends distributed by Nepal's
development banks. The dividend payout ratio of the development banks was unreliable.
Consequently, he advised investors to consider the companies' substantial earnings while
purchasing stock.

Bhattarai (2021) reported that there is a positive correlation between cash flow, current
profit, and dividend percentage of share. Adopting dividend payout ratios is not
mandatory, and research indicates a negative correlation between payout ratio and share
value. Similarly, he found that the required return for investors and MPS were negatively

correlated.
Table 2
Nepalese Context Literature Matrix
Authors Objective Variables Methodology Findings
and Year
Pradhan Examine Independent: Stock Empirical Dividend payment is
(2003) factors size, P/E ratio, study preferred over retained
influencing market-to-book ratio, earnings in  Nepal,
dividend liquidity, profitability, strong dividend impact
policy in dividends; Dependent: observed.
Nepal Dividend vs. retained
earnings impact
Bhattarai Analyze Independent: Statistical Negative  relationship

(2005) relationship Dividend yield:; analysis found between dividend



Adhikari
(2006)

Chhetri
(2008)

Bhandari
and
Pokharel
(2012)

Gautam
(2017)

Pradhan
and Gautam
(2017)

Adhikari
(2020)

Bhattarai
(2021)

between
dividend yield
and share price
volatility in
Nepal
Investigate
determinants
of dividend
policy and its
economic
impact in
Nepalese
enterprises

Explore the
relationship
between
dividends and
stock prices in
Nepal

Analyze
dividend
policy trends
in Nepalese
development
banks
Assess factors
influencing
share price
volatility in
Nepalese
context
Study the
impact of
dividend
payout on
share price
volatility in
Nepalese
commercial
banks
Examine
stability of
dividend
payout ratio in
Nepalese
development
banks
Investigate
criteria for
adopting
dividend
payout ratio

Dependent: Share
price volatility

Independent: Net
profits, lagged
dividends, revenue
growth rate, risk,
investment
opportunities,
stakeholders;
Dependent: Dividend
policy
Independent:
Dividends;
Dependent: Stock
prices

Independent: Various
dividend policy
theories; Dependent:
Dividend policy
trends in development
banks

Independent: Asset
growth, book-to-
market ratio;
Dependent: Share
price volatility

Independent:
Dividend payout ratio;
Dependent: Share
price volatility

Dependent: Stability
of dividend payout
ratio

Independent:
Dividend payout ratio;
Dependent: Share
valuation

Empirical
analysis

Correlation
analysis

Comparative
study

Regression
analysis

Regression
analysis

Descriptive
analysis

Statistical
analysis
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yield and share price
volatility.

Dividend policy follows
economic trends
positively; poor
information disclosure
noted.

Positive relationship
observed between
dividends and stock
prices in  Nepalese
context. Higher

dividends increase stock
value.

Nepalese development
banks show diverse
dividend policies, not
fully  explained by
existing theories.

Negative  relationship
found between asset
growth, book-to-market
ratio, and share price
volatility.

Dividend payout
negatively related to
share price volatility in
Nepalese  commercial
banks.

Lack of stability
observed in dividend
payout ratios of

Nepalese development
banks.

Negative  relationship
found between dividend
payout ratio and share
valuation in Nepalese
firms.



31

and its impact

on share
valuation in
Nepal
Bista Analyze Independent: Correlation Positive correlation
(2022) correlation Dividend per share; analysis found between dividend
between Dependent: Market per share and market
dividend per price of shares price.  in  Nepalese
share and development banks; no
market price of correlation observed in
Nepalese manufacturing
banks companies.

2.4 Research Gap

Market price per share analysis has not taken into consideration the impact of cash and
stock dividends as separate variables, despite the paucity of research on the link between
development banks' market price share and dividend distribution. Consequently, our work
helps to fill in the gaps between previous research. The bulk of the reviewed papers
indicate that, until recently, the amount of research on dividend policy in emerging
nations has lagged behind that in established markets. This might be the case due to the
fact that developing countries still lack corporate cultures, big businesses,
professionalism, and an awareness of how important these sorts of studies are to their
smooth operations. Lack of resources and ignorance might also be the cause of this.
Research revealed that many investors made bad decisions when deciding on the dividend
distribution since they were only focused on profitability. To the best of the researcher's
knowledge, no research has been done on the market price per share in Nepal or the
dividend payout ratio. However, research on the factors influencing dividend payout
ratios has shown contradictory results in other countries; in Nepal, the significance of the

various factors and their underlying reasons are still unknown.

This research aimed to determine the dividend payout and market price per share of
Nepalese banks using ten development banks as a sample. Since the banking sector is
seen to be the cornerstone of the Nepalese economy, it was the specific focus of this
study. Despite the importance of the banking sector to the Nepalese economy, little study
has been done on the listed banks' dividend policy. To the best of my knowledge, while
research on the variables affecting dividend payout ratio is being conducted in many other
countries, it has not yet been finished in Nepal. This study attempts to bridge this gap by
examining the variables that affect the Joint Venture Development banks listed on the
Nepal Stock Exchange (NEPSE) dividend distribution.
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A number of scholars have looked into and studied the factors that affect share price;
these factors include, but are not limited to, the dividend payout ratio, leverage, asset
growth, book to market ratio, and dividend yield. However, a lot of researchers look at
the relationship between those factors and share price volatility in different countries
around the world, and their findings also contradict one another. It is common knowledge
that various individuals arrive to different conclusions and that the contrary is also true
after going through a lot of papers and publications. When compared to research
performed in other countries, Gautam (2017) and Joshi (2012) discovered that the results
of studies conducted in Nepal were fairly similar. It has also been shown that these
variables significantly predict share price volatility in Bangladesh, India, Nepal, Pakistan,
Malaysia, and the UK.



CHAPTER 111
RESEARCH METHODOLOGY

3.1 Research Design

The purpose of this research is to look at how development banks that are listed on the
NEPSE's stock market value are affected by dividend distribution policies. Its nature is
both descriptive and causative. The study employs a descriptive research design to
examine the current conditions of variables such as market price per share, book value per
share, bank size, inflation rate, dividend payout ratio, cash dividend per share, stock
dividend per share, and loan ratio. Additionally, the causal comparative design is used to
assess the causal relationships between the dependent variables, market price per share
and book value per share, and the independent variables, bank size, inflation rate, cash
dividend per share, stock dividend per share, dividend payout ratio, dividend yield, and
book value per share.

3.2 Population and Sample

A sample of 15 Development Banks is chosen from the overall population of 17
Development Banks that are registered with NEPSE as of April 2024. By using the
deliberate sampling technique, all banks may be categorized according to the
development banks' highest net profit, which is the top file. The sample banks are Shine
Resunga Development Bank Limited (SRDBL), Excel Development Bank Limited
(EDBL), Jyoti Bikas Bank Limited (JBBL), Kamana Sewa Bikas Bank Limited
(KSBBL), Lumbini Bikas Bank Limited (LBBL), Shangri La Development Bank Limited
(SLDBL), Mahalaxmi Bikas Bank Limited (MBBL), Muktinath Bikas Bank Limited
(MNBBL), Garima Bikas Bank Limited (GBBL), Sindhu Bikas Bank Limited (SBBL),
Corporate Development Bank Limited (CDBL), Narayani Development Bank Limited
(NDBL), Miteri Development Bank Limited (MDBL), Karnali Development Bank
Limited (KRDBL), and Green Development Bank Limited (GDBL).

3.3 Nature and Source of Data

A pooled cross-sectional analysis of secondary data from fifteen development banks
forms the basis of the research. The websites of each selected bank, where the bank is

listed in NEPSE, provided the secondary data. Data has been gathered during a ten-year
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period, from the fiscal years 2013-14 to 2022—23. Secondary data make up most of the
study's base. The secondary sources of data collection are the published resources that
have previously been used by another person. The secondary sources of information
include the profit and loss statement, balance sheet, and literary publications of the
relevant banks. The NEPSE report from the appropriate bank supplied some important
information for this research endeavor. The Campus Library, the websites of Nepal Rastra
Bank and Nepal Stock Exchange Limited, the Security Board, the Economic Survey, the
National Planning Commission, numerous periodicals, magazines, and other reports both
published and unpublished that have been verified by the authorities are among the

trustworthy sources from which additional information has been gathered.
3.4 Instruments of Data Collection

To accomplish the objectives of this research, all of the collected secondary data, internal
variables, and dividends paid out in the selected year were entered into the data analysis
software SPSS and analyzed based on the findings to ascertain the relationships between
the aforementioned hypotheses. Excel spreadsheets have also been used for needs-based
data analysis and presentation. Furthermore, the auditors' annual reports were integrated
with information from banks and other sources to evaluate their reliability. It was helpful
to get additional information about the problem at hand by having both casual and formal

conversations with the head of the bank'’s concerned department.

3.5 Methods of Analysis

In order to adequately meet the study's objectives, a range of statistical tools are used in
this research, including both descriptive and inferential analysis. Descriptive analysis is
used to summarize and characterize the main features of the collected data, giving rise to
a clear understanding of the main patterns and distribution within the dataset.
Calculations of measures like mean, standard deviation (SD), and coefficient of variation
(CV) provide a comprehensive statistical overview of variables like market price per
share, book value per share, loan ratio, cash dividend per share, stock dividend per share,
dividend payout ratio, dividend yield, bank size, inflation rate, and gross domestic

product growth rate.

The average value of several financial indicators is determined by the research by

employing the mean as a center around which other data points are dispersed. This
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facilitates understanding the typical value of a variable within the sample. A statistical
technique for measuring dataset variation or dispersion, or how far results deviate from
the mean, is the standard deviation. Assessing the risk and volatility of financial
indicators requires this. The coefficient of variation, which is the ratio of the standard
deviation to the mean, is used to compare the degree of variation across datasets
regardless of the units of measurement. This is particularly useful for assessing the
relative variability of many variables since it gives a normalized measure of dispersion
(Bryman and Bell, 2015).

For inferential analysis, sophisticated statistical techniques are used to examine the
relationships and impacts among the variables. Correlation analysis is utilized to find the
strength and direction of these linkages in order to guarantee a fundamental understanding
of the relationships between dependent and independent variables. The association
between market price per share and variables such as payout ratio, dividend yield, cash
dividend per share, and stock dividend per share are some of the items it examines. This
research may be used to help identify likely predictors and understand the underlying

relationships between the variables.

A multicollinearity test using the variance inflation factor (VIF) to address potential
multicollinearity among the independent variables assures the reliability of the regression
model (Gujarati and Porter, 2009). Next, multiple regression analysis is carried out to
determine the impact of independent variables on the dependent variable, market price

per share. The following information relates to the used regression model:

Multiple regression analysis is used to ascertain the cause-and-effect relationships
between the dependent variable (market price per share) and the independent variables
(dividend payout ratio, dividend yield, cash dividend per share, stock dividend per share,
and so on). This method aids in quantifying such impacts by identifying the extent to
which each independent variable influences the market price per share. By doing this, the
study accomplishes its objectives of understanding the manner in which dividend policies
affect market prices for development banks' shares and evaluating the elements that

influence these prices.

One-way ANOVA is used to assess the overall statistical significance of the model in
order to ascertain if the group means of the dependent variable significantly vary across

different levels of independent variables (Field, 2013). By using a comprehensive
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approach, it is guaranteed that the research not only fulfills its objectives of examining the

impact of various financial factors on share prices, but also produces reliable and robust

data via rigorous statistical validation.

MPS = o+ B,CDPS+ B, SDPS+ B; DPR+P4 DY+ B5BS+ B6 LR+ B7 IR+ Ps GDP + ]
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3.6 Theoretical Framework and Definition of VVariables

Figure 1
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Source: Ethel, Mary & Inyiama (2015)

3.7 Definition of Variables
Market price per share (MPS)

The Market Price of Share (MPS) of a corporation is the current trading price that
represents the market worth of the company. A variety of factors influence MPS,
including profitability, room for growth, and overall economic conditions. It serves as an
essential indicator of market value and investor sentiment for a firm. A company's MPS is
crucial in influencing its financial performance and investor attractiveness, which in turn

influences investment decisions and shareholder wealth, according to Ojeme et al. (2022).
Book value per share (BVPS)

Every outstanding share of common stock is valued at the net asset value of the firm
according to a financial metric known as book value per share, or BVPS. It is calculated
by dividing the whole number of outstanding shares by the company's equity. This
variable is crucial to investors because it provides them with a starting point by indicating
the hypothetical value of each share in the case that the company were to be liquidated.
Valuation models often employ BVPS to determine if a company is overvalued or
undervalued in proportion to its book value. The value of BVPS in evaluating a
company's intrinsic value and financial health is highlighted by studies by Farrukh et al.
(2023), who stress the importance of the tool in financial analysis and investment decision

making.
Cash dividend per share (CDPS)

The Cash Dividend per Share, or CDPS, is the amount of money a company gives its
shareholders for each share of stock they possess. This component is essential for
assessing a company's profitability and commitment to returning investors' money. Since
CDPS offers a definite return on investment, it is an essential statistic for assessing a
company's financial stability and attractiveness. Cash dividends are a dependable sign of
a company's good financial status, which influences stock value and investor confidence,
according to Thanh, Ha, and Ngoc (2022).
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Stock dividend per share (SDPS)

The practice of awarding shareholders with more shares instead of cash is known as
"stock dividend per share™ (SDPS). Businesses may issue shareholders additional shares
and reinvest earnings back into the firm by doing this. Stock dividends are an indication
of a company's faith in its potential for future development, but they also reduce the value
of the company's existing shares, which might affect the market price per share. Ojeme et
al. (2022) claim that since stock dividends represent strategic investments and corporate

growth, they have a major impact on investor perception and market value.
Dividend payout ratio (DPR)

The Dividend Payout Ratio, or DPR, is the proportion of net revenue that a business pays
out as dividends to its owners. It is calculated by adding all of the dividends to the net
income. This ratio displays the amount of earnings retained for reinvestment relative to
the amount given to shareholders. If a company's DPR is higher, it could give shareholder
returns priority; if it is lower, it might be more concerned with growth and expansion. Lee
et al. (2022) emphasize the importance of DPR when evaluating a company's dividend

policy and its effects on long-term financial strategy and shareholder satisfaction.
Dividend yield (DY)

Dividend yield (DY) is the annual dividend per share divided, expressed as a percentage,
by the market price per share. By displaying the dividend income in proportion to the
company's market price, this metric helps investors comprehend the return on their
dividend investment. A higher dividend yield is attractive to income-focused investors,
and this may influence their investment selection. Ansar et al. (2023) highlight that a
stock's dividend yield is an important measure of its capacity to provide income,

impacting market pricing as well as investor preferences.
Bank size (BS)

A bank’s size is indicated by its "bank size" (BS), which is often determined by looking at
all of its assets. Larger banks may benefit from economies of scale by diversifying their
assets, improving risk management, and boosting profitability. A bank's size may have a
significant influence on both its market value and operational efficacy. Farrukh et al.
(2023) assert that because of its capacity to produce stable and competitive performance,

a bank's size is important for financial analysis and strategic planning.
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Loan ratio (LR)

The loan ratio (LR), which is the ratio of all loans to total assets of a bank, shows the
percentage of the bank that is lent. A higher loan ratio indicates an aggressive lending
strategy, which may impact risk and profitability. This ratio is crucial for analysts and
investors to understand the bank’s credit policies and risk exposure. According to Yegon
et al. (2023), the loan ratio plays a crucial role in assessing development banks' risk
management and performance since it has a big impact on their ability to control credit

risk and preserve their financial stability.
Inflation rate (IR)

The Inflation Rate (IR) is a metric used to express the annual percentage increase in the
average price of goods and services within an economy. Inflation affects interest rates, the
purchasing power of money, and overall economic conditions. The demand for loans,
interest income, and bank profitability might all be impacted by inflation. High inflation
rates may lead to higher interest rates, which can impact borrowing costs and investment
decisions. Lee et al. (2022) note that inflation plays a critical role in shaping market
expectations and economic policy in their examination of the impact of inflation on

financial performance.
Gross domestic product growth rate (GDP)

The GDP Growth Rate is the annual percentage increase in the value of all goods and
services produced inside a country. GDP growth is a key indicator of the health of the
economy as it affects investor confidence, company performance, and stock market
dynamics. Higher GDP growth rates are often associated with higher stock values and
better levels of corporate profitability. According to Yegon et al. (2023), GDP growth is
crucial for assessing the health of the economy and has a direct impact on the financial

performance of businesses, including banks.



CHAPTER IV
RESULTS AND DISCUSSION

The data analysis for the research is presented in this chapter. The additional statistical
techniques are used after the descriptive analysis of the cash dividend per share, stock
dividend per share, dividend yield ratio, dividend payout ratio, and market price per share

of the relevant sample bank.

4.1 Descriptive Statistics

The word "descriptive statistics” refers to data analysis that aids in meaningfully
describing, displaying, or summarizing data so that patterns may show up in the data.
However, descriptive statistics do not enable us to draw inferences about hypotheses or
draw conclusions from data that has not been examined by the researcher. These are only
descriptions of data. The data was analyzed by the researcher using the mean, minimum,
maximum, and standard deviation. Quantitative descriptions are presented in a digestible
format using descriptive statistics. All it does is assist researchers in rationally distilling

vast amounts of data into a manageable synopsis.

Table 3
Status of Market Price per Share
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2013/14 450.00 665.00 207.00 640.00 158.00 147.00 173.00 630.00 34500 160.00 100.00 490.00 193.00 100.00 120.00 30520 204.90 0.67
2014/15 360.00 610.00 164.00 108.00 155.00 31400 13300 564.00 30500 227.00 110.00 500.00 267.00 110.00 130.00 270.47 16499 0.61
2015/16 650.00 696.00 169.00 330.00 15200 425.00 330.00 1307.00 356.00 580.00 120.00 861.00 303.00 120.00 140.00 43593 32242 0.74
2016/17 425.00 624.00 207.00 355.00 78.00 390.00 219.00 971.00 356.00 366.00 130.00 520.00 317.00 130.00 150.00 349.20 22310 0.64
2017/18 271.00 326.00 141.00 141.00 146.00 157.00 171.00 378.00 218.00 131.00 126.00 288.00 106.00 142.00 160.00 19347 8026 0.41
2018/19 25200 283.00 163.00 160.00 197.00 159.00 195.00 370.00 22400 14400 119.00 234.00 11400 101.00 170.00 19233 6920 0.36
2019/20 222.00 298.00 166.00 14500 181.00 141.00 18300 1200 22300 13400 12400 307.00 100.00 11200 180.00 16853 7264 0.43
2020/21 256.00 855.00 478.00 580.00 58500 424.00 44500 657.00 544.00 401.00 751.00 691.00 586.00 354.00 358.00 531.00 15891 0.30
2021/22 29400 327.00 302.00 349.00 341.00 290.00 347.00 439.00 387.00 268.00 31200 380.00 347.00 232.00 230.00 32300 5502 0.17
2022/23 38400 32500 298.00 327.00 2800 32200 32500 407.00 40500 279.00 350.00 414.00 40400 28200 306.00 32373 9116 0.28
Mean 35640 50090 22950 31350 20210 27690 25210 57350 336.30 269.00 22420 46850 273.70 168.30 194.40

SD 12939 21025 10379 184.09 157.02 117.17 10206 357.00 10094 14537 20548 19210 15383 89.27 79.64

CV 3630 4198 4522 5872 7770 4232 4048 6225 3002 5404 9165 4100 5620 5304 4097

Source: Annual Reports

A ten-year descriptive study of the market performance scores (MPS) of different banks
is shown in Table 3. KARNALI bank has the lowest mean MPS at 168.30, showing
relatively lesser performance, whereas MUKTINATH bank has the highest mean MPS at
573.50 for the studied time, indicating persistent excellent performance. The MPS
variability is shown by the standard deviation (SD) values, where MUKTINATH has the
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largest variability (SD = 357.00) and KARNALI has one of the lowest (SD = 89.27). The
coefficient of variation (CV) illustrates the relative variability. GARIMA bank has the
lowest CV (30.02%), suggesting consistent performance in relation to its mean, while
CORPORATE bank has the greatest CV (91.65%), revealing significant inconsistency in

its performance.

Figure 2
Status of MPS
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With an overall mean MPS of 531.0 across the ten fiscal years, 2020/21 had the highest
MPS recorded, showing an unusually excellent performance that year. 2018/19 had the
lowest MPS, with an overall mean MPS of 192.33, indicating a considerable decline in
performance. With an SD of 55.02 and a CV of 0.17, the year 2021/22 exhibits the least
variability and suggests a steady performance across banks; the year 2015/16, on the other
hand, has the largest variability with an SD of 322.42 and a CV of 0.74, indicating
inconsistent performance between banks. This research focuses on the general trend in the

banking industry over the last ten years as well as the performance of individual banks.

Table 4
Status of Book Value per Share
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2013/14 127.00 170.77 11419 11499 5800 13326 6546 16212 140.03 11312 -11.81 74291 14801 13396 87.76 5426 217.73 4.01
2014/15 146.16 160.37 11562 11666 7500 14010 7550 151.88 137.23 12963 2815 -583.03 156.37 14492 8274 7182 17877 249
2015/16 14945 15480 12466 11756 9200 13826 101.80 16034 14132 23383 2844 -44056 16478 14165 4551 9026 149.66 1.66
2016/17 14941 161.38 11507 12080 136.00 12556 13245 14843 12831 11379 5759 -16245 15437 15097 9235 10827 76.80 0.71
2017/18 14173 12353 109.83 11516 12624 11802 13325 13562 12495 11221 7219 1756 139.34 10300 101.14 11158 3044 027
2018/19 121.09 14867 12925 127.75 19043 12795 1641 14518 13594 119.87 14077 -2093 14396 106.00 10382 11574 50.77 044
2019/20 11614 14130 12886 126.13 163.60 12683 15585 13453 13421 10942 15081 7301 14638 108.00 10673 12812 2240 0.17
2020/21 14239 161.73 13644 14473 18217 13564 16693 14198 14549 106.73 14263 62.67 14563 109.00 106.88 13540 2821 0.21
2021/22 14312 14183 13209 13889 17447 139.13 15727 14277 14403 11025 14050 4579 14366 11200 10898 13165 2836 0.22
2022/23 14140 15159 13420 13827 17861 13747 15628 14348 14855 106.04 14467 2612 13503 10575 11274 13068 3347 026
Mean 137.79 15160 12402 126.09 137.65 13222 11612 14663 13801 12549 8939 -17247 14775 12153 94.86
SD 1194 1354 956 11.03 4826 730 49.88 9.28 747 3869 6140 30325 868 1897 19.90
Ccv 8.67 8.93 771 875 3506 552 4295 6.33 541 3083 6868 -17583 587 1561 20.97

Source: Annual Reports

A ten-year descriptive study of the Book Value per Share (BVPS) for different banks is
shown in Table 4. While CORPORATE bank has a negative mean BVPS of -172.47,
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which is an abnormality and signals serious financial concerns or data mistakes,
MAHALAXMI has the highest mean BVPS of all the banks at 146.63, showing a solid
average value of its shares during the time. The standard deviation (SD) values
demonstrate variability. The greatest number, 303.25, for CORPORATE indicates
significant variations, while the lowest value, 7.47, for GARIMA, indicates consistent
performance. The coefficient of variation (CV), which measures relative variability,
shows that GARIMA has the lowest CV at 5.41%, suggesting stability, while
CORPORATE has the highest CV at 68.68%, displaying inconsistent performance.

Figure 3
Status of BVPS
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With an overall mean BVPS of 135.40 for the 10 fiscal years, 2020/21 was the year with
the highest BVPS, showing peak performance; by contrast, 2013/14 had the lowest mean
BVPS of 54.26, demonstrating a significant increase in the book value of shares during
the ten-year period. The least variable year is 2019/20, with an SD of 22.40 and a CV of
0.17, showing consistent performance across banks; the most variable year is 2013/14,

with an SD of 217.73 and a CV of 4.01, indicating the largest degree of inconsistency.

Table 5
Status of Loan Ratio
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2013/14 7409 5838 6751 6856 6030 8530 8672 5135 4316 5338 5567 6578 8745 6029 6788 6572 1282 020
2014/15 7158 6251 66.77 7042 5454 7161 6709 5419 4622 5667 5678 6687 7856 6745 6978 6407 836 013
2015/16 7377 7455 66.07 7415 7021 7546 6678 7574 7476 8755 6678 8845 6656 6658 8745 7432 761 0.10
2016/17 7224 7030 6807 7258 7051 7179 7766 8583 6642 6777 7655 7895 8756 6759 8845 7482 719 0.10
2017/18 7358 6732 6801 6790 6882 6782 6577 7216 7377 7955 6492 8925 7454 7745 8455 7303 688 0.09
2018/19 4006 7415 6795 7083 7042 7231 6897 7337 7280 7777 7865 7756 8857 7745 8625 7314 1050 0.14
2019/20 69.17 8869 70.16 7079 7050 69.71 6824 7183 6932 8245 8877 7826 7445 7812 7754 7520 669 0.09
2020/21 69.07 6882 7167 7520 6725 69.08 6353 7210 70.86 5559 7898 8525 7123 7923 7628 7161 681 0.10
2021/22 6802 7146 6780 7074 6715 6782 6363 7170 7244 7113 7776 8325 7623 8123 8442 7299 605 008
2022/23 6898 6563 7010 70.07 7034 6796 60.05 7170 6942 6171 7566 8545 8823 8345 8523 7293 850 012
Mean 6806 7018 6841 7112 6701 7189 6884 70.00 6592 6936 7205 7991 7934 7388 80.78
sD 10.09 822 17 2.28 5.39 531 7.80 1006 1147 1223 1063 8.23 8.05 7.72 744
Ccv 1483 1171 250 321 8.04 739 1133 1437 1740 1764 1475 1030 1015 1045 921
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Source: Annual Reports

A descriptive examination of the lending ratios (LR) for several banks over a ten-year
period is shown in Table 5. With a mean loan ratio of 80.78 throughout the course of the
time, GREEN is the bank with the highest mean loan ratio. This suggests that the bank
may have engaged in aggressive lending practices. However, LUMBINI, the bank with
the lowest mean loan ratio (mean LR of 67.01), indicates a more cautious approach to
lending. The loan ratios' variability is shown by the standard deviation (SD) values;
SINDHU has the greatest SD at 12.23, suggesting notable changes, while JYOT]I has the
lowest SD at 1.71, indicating the loan ratio that is most constant. This variability is further
highlighted by the coefficient of variation (CV), which shows that JYOT]I has the lowest
CV at 2.50%, suggesting stability, while SINDHU has the greatest CV at 17.64%,
displaying considerable inconsistency.

Figure 4
Status of Loan Ratio
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Among the 10 fiscal years, 2019/20 had the greatest mean loan ratio (75.20), indicating a
boom in lending activity, while 2014/15 had the lowest mean loan ratio (64.07),
indicating a more cautious lending environment. The most variable loan ratios among
banks are seen in the year 2013/14, with an SD of 12.82 and a CV of 0.20; the least
variable loan ratios are shown in the year 2021/22, with an SD of 6.05 and a CV of 0.08,

showing the most stable loan ratios. This research focuses on the performance of
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individual banks as well as the general trend in loan ratios over the last ten years in the

banking industry.

Table 6

Status of Stock Dividend per Share

& w . 4 a 3 4 a ol a = ol Q - @ c
>

2013/14 1000 3500 7.00 2100 000 1500 0.0 3800 2000 750 0.00 0.00 2500 2500 000 1454 1263 087
2014/15 2700 2600 9.00 2260 000 2085 0.00 3100 2000 1250 0.00 0.00 3000 1100 000 1500 1141 076
2015/16 27.00 2500 1170  0.00 000 1607 7.90 3400 2000 16.80 0.00 0.00 30.00 800 000 1403 1152 0.82
2016/17 2500 3012 1000 550 0.00 2.50 0.00 20.00 1500 595 0.00 0.00 3148  0.00 000 1120 1140 102
2017/18 1770  0.00 0.00 150 1707 400 8.00 1825 1000  0.00 0.00 0.00 17.00  0.00 0.00 7.19 753 105
2018/19 1500 1710 1275 0.0 5.00 0.00 8.00 1760 1615 1151 000 0.00 1852  0.00 0.00 9.36 722 077
2019/20 1300 1200 10.00 440 7.00 5.00 8.80 1125 1350 0.00 0.00 0.00 1500 0.00 3.80 741 509 0.69
2020/21 1093 850 11.00 1850 1300 10.00 2000 1758 16.00 0.00 0.00 0.00 1330  0.00 380 1019 670 0.66
2021/22 1330  0.00 3.00 441 3.00 8.53 4.00 1350 1300 0.00 5.00 0.00 1235  0.00 3.80 5.99 495 083
2022/23 1050  0.00 0.00 0.00 4.00 5.26 6.40 9.75 9.50 0.00 0.00 0.00 9.50 0.00 3.80 5.34 395 074
Mean 1694 1537 745 7.79 491 8.72 6.31 21.09 1532 6.03 0.56 0.00 2022 1467  3.80
sb 688 1325 477 9.18 5.95 6.71 6.02 9.82 391 6.48 167 0.00 821 9.07 0.00
CVv 4062 8616 6413 11782 12125 76.92 9548 4655 25655 10741 300.00 0.00 4060 6187 0.00

Source: Annual Reports

A ten-year descriptive study of the stock dividends per share (SDPS) for different banks
is shown in Table 6. With an average generous dividend payout of 21.09, MUKTINATH
has the highest mean SDPS of all the banks, pointing to outstanding financial
performance and returns for shareholders. The CORPORATE bank, on the other hand,
has the lowest mean SDPS of any bank at 0.56, suggesting a limited dividend payout that
may be the result of a cautious dividend policy or worse financial performance. While
KARNALI and GREEN both have an SD of 0.00, suggesting stable dividend policies,
EXCEL has the highest SD at 13.25, demonstrating considerable changes in dividend
payouts. The standard deviation (SD) figures indicate variability in the stock dividends.
The coefficient of variation (CV) illustrates the relative variability; severe inconsistency
is shown by CORPORATE, which has an extraordinarily high CV of 300.00%, while
stability is shown by GARIMA, which has the lowest CV of 25.55%.
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Figure 5
Status of Stock Dividend per Share
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The 10 fiscal years were analyzed, and the greatest mean SDPS of 15.00 was recorded in
2014/15, indicating a peak in dividend payouts during that year. The lowest mean SDPS
of 5.34 was found in 2022/23, showing a dramatic decline in dividends. With an SD of
12.63 and a CV of 0.87, the year 2013-14 exhibits significant variability, showing
inconsistent dividend distributions across banks. In contrast, the year 2022—2023 exhibits
the least fluctuation, with an SD of 3.95 and a CV of 0.74, indicating the most stable
dividend distributions. This research focuses on the general trend of stock dividend
distributions throughout the banking industry during the last ten years, as well as the

performance of individual banks.

Table 7
Status of Cash Dividend per Share

Year/CDPS
SHINE
EDBL
JBBL
KSBBL
LBBL
SADBL
MLBL
MNBBL
GBBL
SINDU
CORBL
NABBC
MDB
KRBL
GRDBL
Mean
SD
cVv

2013/14 1200 184 0.00 111 0.00 6.30 0.00 2.00 1.05 0.40 0.00 0.00 132 5.00 0.00 222 329 149
2014/15 142 1.36 0.47 0.00 0.00 0.00 0.00 163 0.00 0.66 0.00 0.00 158 5.00 0.00 0.87 131 152
2015/16  0.00 131 0.00 0.00 0.00 0.85 0.00 0.00 0.00 0.88 0.00 0.00 158 0.00 0.00 0.33 055 166
2016/17  0.00 158 0.00 6.50 0.00 9.30 9.00 105 0.00 0.31 0.00 0.00 1.66 0.00 0.00 2.26 339 150
2017/18 093 1700 840 8.00 0.00 5.45 7.00 0.96 375 0.00 0.00 0.00 0.89 0.00 0.00 4.03 487 121
2018/19  0.00 0.90 0.00 680 1500 896 9.89 0.93 0.85 0.58 0.00 0.00 0.98 0.00 0.00 345 479 139
2019/20  0.00 0.63 0.00 0.23 3.00 0.26 0.46 4.26 071 0.00 0.00 0.00 0.79 0.00 0.20 0.75 123 163
2020/21 057 0.45 4.50 0.97 0.68 053 1.05 0.93 0.00 0.00 0.00 0.00 0.70 0.00 0.20 0.76 110 146
2021/22 070 0.00 3.80 0.23 9.00 0.45 6.47 0.71 150 0.00 0.26 0.00 0.65 0.00 0.20 171 268 156
2022/23  0.55 0.00 0.00 0.00 4.50 0.26 6.40 0.51 0.50 0.00 0.00 0.00 0.50 0.00 0.20 122 204 168
Mean 162 251 172 2.38 3.22 324 4.03 130 0.84 031 0.03 0.00 107 333 0.20
sD 3.68 513 291 3.30 5.08 384 4.08 118 115 0.34 0.09 0.00 043 2.89 0.00
CV 22755 20469 169.23 13837 15780 118.69 101.30 90.70 13756 107.41 300.00 0.00 4066 8660  0.00

Source: Annual Reports

A ten-year descriptive study of the cash dividends per share (CDPS) for different banks is
shown in Table 7. MAHALAXMI has the highest mean CDPS of any bank at 4.03, which

suggests strong financial performance and a generous dividend policy. It also indicates a
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high average cash distribution to shareholders. Conversely, CORPORATE bank has the
lowest mean CDPS of any bank at 0.03. This suggests that the bank pays out very little in
cash dividends, which might be a sign of worse financial health or a more cautious
dividend policy. The cash dividend variability is shown by the standard deviation (SD)
numbers. The values of 0.00 for NARAYANI and GREEN suggest stable dividend
policies, while the greatest SD of 5.13 for EXCEL indicates large variations.

The coefficient of variation (CV), which measures relative variability, shows that
MITERI has the lowest CV at 40.66%, suggesting stability, while CORPORATE has the
highest CV at 300.00%, demonstrating excessive inconsistency.

Figure 6
Status of Cash Dividend per Share
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With a mean CDPS of 4.03, the highest of the 10 fiscal years, it seems that cash dividend
payments peaked in that year. In contrast, 2015-16 had the lowest mean CDPS of 0.33,
indicating a sharp decline in cash dividends. The most variable cash dividend payments
across banks are seen in the year 2017-18, with an SD of 4.87 and a CV of 1.21; the least
variable cash dividend dividends are seen in the year 2022-2023 with an SD of 2.04 and a
CV of 1.68, showing generally steady cash dividend payouts. This research focuses on the
general trend of cash dividend payouts over the last ten years throughout the banking

industry, as well as the performance of specific banks.
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Table 8
Status of Dividend Payout Ratio
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2013/14 2200 3684 700 2211 000 2130 0.00 4000 2105 790 0.00 0.00 2632 3000 000 1563 1382 088
2014/15 2842 2736 947 2260 000 2085 0.00 3263 2000 1316  0.00 0.00 3158 1600 000 1480 1210 082
2015/16 27.00 2631 1170 0.0 000 1692 7.90 3400 2000 1768  0.00 0.00 3158 800 000 1341 1195 089
2016/17 2500 3170 10.00 1200 000 1180 9.00 2105 1500 6.26 0.00 0.00 3314  0.00 000 1166 1113 095
2017/18 1863 1700 840 950 17.07 945 1500 1921 1375 0.0 0.00 0.00 1789  0.00 0.00 9.73 758 078
2018/19 1500 1800 1275 680 2000 896 1789 1853  17.00 1209  0.00 0.00 1950  0.00 000 1110 761 0.69
2019/20 1300 1263 1000 463 1000 526 9.26 1551 1421 000 0.00 0.00 1579  0.00 4.00 7.62 578 0.76
2020/21 1150 895 1550 1947 1368 1053 21.05 1851 1600 0.00 0.00 0.00 14.00  0.00 400 1021 739 072
2021/22 1400  0.00 6.80 464 1200 898 1047 1421 1450 0.00 5.26 0.00 13.00 0.00 4.00 719 546 0.76
2022/23 1105  0.00 0.00 0.00 8.50 553 1280 1026 1000 0.00 0.00 0.00 10.00  0.00 4.00 481 492 102
Mean 1856 17.88 916 1018 813 1196 1034 2239 1615 571 053 0.00 2128 540 160
sD 660 1273 416 8.61 7.71 5.81 6.85 9.74 343 6.73 1.66 0.00 864 1016 207
Ccv 3558 7121 4541 8460 9486 4855 6626 4348 2123 11788 31623 0.00 40.60 188.08 129.10

Source: Annual Reports

A ten-year descriptive study of the dividend payout ratios (DPR) for different banks is
shown in Table 8. With a mean DPR of 22.39, MUKTINATH has the highest of the
banks, showing a high percentage of earnings distributed as dividends and a strong
commitment to giving shareholders their profits back. In contrast, CORPORATE bank
has the lowest mean DPR of any bank at 0.53, suggesting limited profits that are paid as
dividends. This might be due to policies that favor holding onto earnings for future
expansion or to budgetary restrictions. The dividend payment ratios' unpredictability is
shown by the standard deviation (SD) numbers; EXCEL has the largest SD at 12.73,
suggesting notable variations, while NARAYANI has an SD of 0.00, indicating stable
dividend policies. The coefficient of variation (CV), which measures relative variability,
shows that GARIMA has the lowest CV at 21.23%, suggesting stability, while
CORPORATE has the highest CV at 316.23%, displaying considerable inconsistency.
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Status of Dividend Payout Ratio
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The 10 fiscal years were analyzed, and the greatest mean DPR of 15.63 was recorded in

2013/14, indicating a peak in dividend payment during that year. The lowest mean DPR
of 4.81 was reported in 2022/23, showing a dramatic decline in dividend payouts. With an
SD of 13.82 and a CV of 0.88, the year 2013-14 exhibits the most variability in dividend
payment ratios across banks; by contrast, the year 2018-19 exhibits the lowest variability,
with an SD of 7.61 and a CV of 0.69, indicating rather steady dividend payout ratios. The
success of specific banks as well as the general trend in dividend payment ratios over the

last ten years in the banking industry are both highlighted in this report.

Table 9
Status of Dividend Yield

-
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2013/14  0.05 0.06 0.03 0.03 0.00 0.14 0.00 0.06 0.06 0.05 0.00 0.00 0.05 0.16 0.00 0.05 005 1.01
2014/15  0.08 0.04 0.06 021 0.00 0.07 0.00 0.06 0.07 0.06 0.00 0.00 0.06 0.06 0.00 0.05 005 1.01
2015/16  0.04 0.04 0.07 0.00 0.00 0.04 0.02 0.03 0.06 0.03 0.00 0.00 0.04 0.03 0.00 0.03 002 083
2016/17  0.06 0.05 0.05 0.03 0.00 0.03 0.04 0.02 0.04 0.02 0.00 0.00 0.06 0.00 0.00 0.03 0.02 083
2017/18  0.07 0.05 0.06 0.07 0.12 0.06 0.09 0.05 0.06 0.00 0.00 0.00 0.06 0.00 0.00 0.05 0.04 0.78
2018/19  0.06 0.06 0.08 0.04 0.10 0.06 0.09 0.05 0.08 0.08 0.00 0.00 0.08 0.00 0.00 0.05 004 067
2019/20  0.06 0.04 0.06 0.03 0.06 0.04 0.05 0.05 0.06 0.00 0.00 0.00 0.05 0.00 0.04 0.04 002 0.65
202021  0.04 0.01 0.03 0.03 0.02 0.02 0.05 0.03 0.03 0.00 0.00 0.00 0.02 0.00 0.01 0.02 0.02 0.76
2021/22  0.05 0.00 0.02 0.01 0.04 0.03 0.03 0.03 0.04 0.00 0.02 0.00 0.04 0.00 0.02 0.02 002 073
2022/23  0.03 0.00 0.00 0.00 0.30 0.02 0.04 0.03 0.02 0.00 0.00 0.00 0.02 0.00 0.01 0.03 007 232

Mean 0.05 0.04 0.05 0.05 0.06 0.05 0.04 0.04 0.05 0.02 0.00 0.00 0.05 0.02 0.01
SD 0.01 0.02 0.02 0.06 0.09 0.04 0.03 0.02 0.02 0.03 0.01 0.00 0.02 0.05 0.01
CcVv 26.76 6583 5156 12998 14862 7227 7532 3795 3323 12760 31623 0.00 3821 20729 153.90

Source: Annual Reports
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A ten-year descriptive study of the dividend yield (DY) for different banks is shown in
Table 9. Among the banks, there are noticeable differences in the DY between
KAMANA and LUMBINI. With the highest mean DY of 0.06, KAMANA seems to be
offering its shareholders a better dividend yield in comparison to the price of the stock.
Conversely, NARAYANI and CORPORATE had the lowest mean DY (0.00), meaning
that throughout the course of the 10 years, these banks did not provide any dividend yield.
Further highlighting the variability are the standard deviation (SD) numbers. LUMBINI
has the greatest SD at 0.09, suggesting considerable swings in its dividend yield, while
NARAYANI has an SD of 0.00, meaning no dividends were paid throughout the time.
The coefficient of variation (CV) data supports these findings. LUMBINI exhibits
inconsistency with a high CV of 148.62%, while CORPORATE's significant fluctuation
in its zero-dividend payment is highlighted by its CV of 316.23%.

Figure 8
Status of Dividend Yield
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The year 2022/23 had the highest mean DY across the 10 fiscal years, with a value of
0.30, which was assigned to LUMBINI and indicated a peak in dividend yield in that
year. With a mean value of 0.00, the lowest mean DY was recorded in 2021/22, a period
in which some banks, including EXCEL, SINDHU, and CORPORATE, did not provide
any dividend yield. The most variable dividend yield ratios across banks are found in
20222023, with an SD of 0.07 and a CV of 2.32; the least variable dividend yields are
found in 2015-2016, with an SD of 0.02 and a CV of 0.83, showing rather stable dividend
yields. This research focuses on the performance of specific banks as well as the general
trend in dividend yields over the last ten years in the banking industry.
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Table 10

Status of Bank Size
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2013/14 574 3.08 6.19 3.03 7.46 6.03 4.61 0.97 142 0.13 0.52 0.52 142 0.13 0.52 278 249 0.00
2014/15 723 3.36 7.42 3.59 9.17 9.00 7.45 122 0.12 204 163 0.30 2.04 163 0.30 3.77 321 0.00
2015/16  9.76 4.20 8.92 7.94 742 1196 2924 1294 1058 007 2.70 201 0.43 0.07 2.70 7.40 724 0.00
2016/17 1202 534 1319 825 2121 1604 1959 17.66 2.27 0.17 353 2.25 0.58 0.17 353 8.39 7.30 0.00
2017/18 1666 629 2335 1940 2573 2122 3183 3465 2524 036 0.14 4.58 3.05 111 0.36 1426 12.06 0.00
2018/19 2146 859 3646 2669 3003 2628 37.93 5199 3875 066 0.09 5.76 3.96 162 0.66 1940 1677 0.00
2019/20 3521 1143 4236 3662 3450 3290 4314 6635 5029 013 6.58 4.56 187 0.13 658 2484 2069 0.00
2020/21 4223 1336 59.88 51.30 4413 4784 4746 10113 7295 022 6.71 522 245 0.22 6.71 3345 3006 0.00
2021/22 5067 1432 7126 5988 5669 59.82 5487 12108 80.13  0.49 7.52 5.06 373 0.49 7.52 3957 3558 0.00
2022/23 6342 1619 7267 6258 5889 5865 6186 13174 8925 0.77 8.10 5.29 477 0.77 810 4287 3843 0.0
Mean 2644 861 3417 2793 2952 2897 3380 5397 3710 050 375 3.56 243 0.63 3.70
sD 2024 488 2642 2337 1918 2015 1913 4933 3453 059 320 2.08 144 0.62 324
CV 7653 5666 7733 8369 6498 6953 5661 9140 9308 11719 8537 5849 5937 97.60 87.59

Source: Annual Reports

Measured in terms of their total assets, Table 10 offers a descriptive study of bank sizes
for different banks during a ten-year period. MUKTINATH is the biggest bank in terms
of asset size among the banks, with the greatest mean bank size (BS) of over 53.97
billion. Conversely, SINDHU is the smallest bank in the sample with the lowest mean BS
of around 504 million. The standard deviation (SD) numbers demonstrate how different
banks may be in terms of size; MUKTINATH, for example, has the largest SD at around
49.33 billion, indicating large variations in its size. SINDHU, on the other hand, has the
lowest SDroughly 591 millionwhich suggests that its asset levels have remained fairly
constant over time. The coefficient of variation (CV) numbers demonstrate how
inconsistent or variable bank sizes are. MAHALAXMI has one of the lowest CVs at
56.61%, suggesting more steady asset growth, while GARIMA has the highest CV at

93.08%, indicating significant inconsistency.
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Status of Bank Size
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The bank size steadily grew during the 10 fiscal years, mirroring the expansion of

the

banking industry as a whole. The fiscal year 2022-2023 had the highest BS ever
recorded, with a mean value of almost 38.43 billion, signifying the zenith of asset

accumulation. With a mean value of almost 2.49 billion, the lowest BS was recorded in

2013-14, indicating the early phases of asset accumulation. With an SD of 30.06 billion
and a CV of 0.90 for the fiscal year 2020-2021, there is a great deal of variability in the
data, suggesting notable variations in bank sizes over this time. With an SD of around
3.21 billion and a CV of 0.85, 2014-15, in comparison, has comparatively reduced

fluctuation, indicating more steady increase in bank sizes throughout this year.

Table 11
Status of MPS/BVPS
& O | 4 3} 4
- w - - - - - ) -
52 2 & 3 2 2 & 3 & 2 2 & & 8 & B8 § g 3
> é’ % o = 2 3 S s £ o £ 9 g s 4 [ s
2013/14 354 3.89 181 557 272 1.10 264 3.89 2.46 141 -8.47 -0.66 1.30 0.75 137 1.56 306 197
2014/15 246 3.80 1.42 0.93 2.07 224 1.76 371 222 1.75 391 -0.86 171 0.76 157 1.96 120 061
2015/16  4.35 450 1.36 281 1.65 3.07 324 8.15 252 248 4,22 -1.95 184 0.85 3.08 281 212 075
2016/17 284 387 180 294 057 311 165 654 277 322 226 -320 205 086 162 219 199 001
2017/18  1.91 264 1.28 122 1.16 133 1.28 279 174 117 175 16.40 0.76 1.38 1.58 2.56 374 146
2018/19  2.08 1.90 1.26 1.25 1.03 124 11.88 2.55 1.65 1.20 0.85 -11.18 0.79 0.95 1.64 127 425 334
2019/20 191 211 129 115 111 111 117 0.09 1.66 122 0.82 4.20 0.68 1.04 1.69 1.42 089 0.63
202021 180 529 350 401 321 313 267 463 374 376 527 1103 402 325 335 418 203 049
202122 205 231 229 251 195 208 221 307 269 243 222 830 242 207 211 271 152 056
1.05

2022/23  2.72 214 222 2.36 0.16 2.34 2.08 2.84 273 2.63 242 15.85 2.99 2.67 271 3.26 3.43
Mean 257 3.24 182 247 156 2.08 3.06 3.83 242 213 152 3.79 186 1.46 2.07
sD 0.83 117 0.70 147 0.95 0.84 3.17 2.24 0.64 0.92 379 8.97 107 0.89 0.71
Ccv 3230 3618 3867 5941 6063 4057 10351 5842 2654 4307 249.08 0.00 5782 6141 3443

Source: Annual Reports
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The Market Price per Share to Book Value per Share (MPS/BVPS) ratios for several
banks during a ten-year period are descriptively analyzed in Table 11. MUKTINATH has
the best market valuation in relation to its book value out of all the banks, with a mean
MPS/BVPS ratio of 3.83. However, with a mean MPS/BVPS ratio of 1.56, LUMBINI is
the company with the least favorable market valuation when compared to its book value.
The MPS/BVPS ratio variability is shown in the standard deviation (SD) figures.
NARAYANI has the greatest SD at 8.97, showing significant variations in its market
worth in relation to its book value. GARIMA, on the other hand, has the lowest standard
deviation (0.64), indicating more stable market prices. The MPS/BVPS ratios' relative
consistency or variability is shown by the coefficient of variation (CV) values. The
greatest CV, 249.08%, indicates significant inconsistency, while the lowest CV, 26.54%,
shows the steadiest market valuation across the time.

Figure 10
Status of MPS/BVPS
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The MPS/BVPS ratios changed dramatically across the 10 fiscal years, indicating changes
in market opinions and bank values. With a mean value of 4.18, the highest MPS/BVPS
ratio ever recorded occurred in the fiscal year 2020-2021, signifying a peak in market
valuations in comparison to book values. With a mean value of 0.89, the 2019-20
MPS/BVPS ratio was the lowest over the period, indicating the lowest market values.
With a CV of 3.34 and an SD of 4.25, the fiscal year 2018-19 exhibits a great deal of
variability, suggesting notable changes in market values over this time. With an SD of
1.20 and a CV of 0.61, 2014-15, in comparison, exhibits comparatively less fluctuation,
indicating more stable market prices. This research focuses on the market valuation
performance of individual banks as well as the general pattern of the market's valuation of
these banks in relation to their book values over the course of the last ten years.
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Table 12
Status of Inflation Rate
Fiscal Year Inflation Rate
2013/14 9.04
2014/15 8.36
2015/16 7.87
2016/17 8.79
2017/18 3.63
2018/19 4.06
2019/20 5.57
2020/21 5.05
2021/22 4.15
2022/23 7.65
Mean 6.42
SD 2.13
CVv 33.25

Source: Annual Reports

Table 12 shows the inflation rates for the banks that are the subject of the study during a
ten-year period, from fiscal year 2013/14 to fiscal year 2022/23. This period's average
inflation rate is 6.42%, with a 2.13 standard deviation (SD) and a 33.25% coefficient of
variation (CV). When the greatest and lowest inflation rates across the banks were
examined, the fiscal year 2013—14 had the highest inflation rate recorded at 9.04%. There
was a comparatively high level of inflation during this time, which would have had an
effect on the financial performance and operations of the banks, affecting cost structures
and interest rates. Conversely, the fiscal year 2017-18 had the lowest inflation rate ever
recorded, at 3.63%.

Figure 11

Status of Inflation Rate
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When examining the inflation patterns over the last ten years, it can be seen that there was

a period of mild inflationary pressure after the first high point in 2013/14, when the
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inflation rate peaked again in fiscal year 2015/16 at 7.87%. After thereafter, there was a
decline until 2017-18, after which there was a slow rise until 2022-2023 the year it hit
7.65%. The economic cycles and outside variables that affect the banking sector, such as
consumer behavior, fiscal policies, and international economic situations, are highlighted
by these variations in inflation rates. In order to adapt their plans, control risks, and
preserve financial stability in the face of shifting economic conditions, banks must closely

monitor changes in inflation.

Table 13
Status of Gross Domestic Product Growth Rate
Fiscal Year GDP Growth Rate
2013/14 5.74
2014/15 351
2015/16 0
2016/17 8.59
2017/18 7.37
2018/19 6.39
2019/20 2.42
2020/21 4.49
2021/22 5.26
2022/23 2.16
Mean 411
SD 3.39
cVv 82.62

Source: Annual Reports

For the banks that are the subject of this research, Table 13 shows the GDP growth rates
over a ten-year period, from fiscal years 2013/14 to 2022/23. Over this time, the average
GDP growth rate has been 4.11%, with a 3.39 standard deviation (SD) and an 82.62%
coefficient of variation (CV). When the greatest and lowest GDP growth rates across the
banks are examined, the fiscal year 2016-17 had the highest growth rate, which was
8.59%. There was a notable economic boom during this time, which may have been

fueled by prudent fiscal measures, more investment, or robust consumer consumption.

The strong growth rate may have helped the banking industry by increasing demand for
loans and stimulating the economy as a whole. In comparison, the fiscal years 2015-16
and 2019-20 had the lowest growth rates ever recorded, at 0%. When there is no GDP
growth, the economy is said to be in a state of economic stagnation. As companies and
customers deal with economic uncertainty, banks may encounter difficulties including
decreased profitability, restricted loan demand, and increased credit risk as a result of

economic stagnation.
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When the patterns of the last ten years were examined, the GDP growth rate revealed

significant swings between periods of positive growth and stagnation. The GDP grew by

8.59% in 2016-17 after growing by 0% in 2015-16, demonstrating the economy's

resilience and recovery. After then, the growth rates fluctuated but usually decreased as

the period came to a conclusion, reaching 2.16% in 2022-2023. These oscillations

highlight the cyclicality and outside factors impacting the banking industry, requiring

flexible approaches to control risks and seize expansion chances in the face of shifting

gconomic circumstances.

Table 14
Overall Descriptive Analysis

Variables Minimum Maximum Mean SD
LR 40.06 89.25 71.78 9.15
SDPS 1.50 38.00 14.26 8.34
CDPS 0.20 17.00 2.80 3.53
DPR 4.00 40.00 15.61 8.07
DY 0.01 0.30 0.05 0.04
BS 0.72 131.74 19.67 25.82
IR 3.63 9.04 6.42 2.03
GDP (2.42) 8.59 411 3.23
MPS 28.00 1,307.00 311.29 197.05
BVPS (742.91) 233.83 107.78 110.46

A thorough descriptive study of the many financial and economic factors necessary to

comprehend the dataset is given in Table 14. First, it shows that the Loan Ratio (LR) has
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a mean of 71.78 and a standard deviation (SD) of 9.15, and it runs from 40.06 to 89.25.
This suggests that, in relation to their overall capital structure, the majority of the sampled

businesses retain a moderate to high amount of loan capital.

Comparably, the study of Stock Dividend per Share (SDPS) reveals a large range from
1.50 to 38.00, a mean of 14.26, and a standard deviation of 8.34, indicating notable
variation in the enterprises under investigation's attitude toward dividend distribution. The
Cash Dividend per Share (CDPS) exhibits variability throughout the sample, with a mean
of 2.80 and SD of 3.53. It ranges from 0.20 to 17.00.

Second, the table presents important financial data, including Dividend Yield (DY) and
Dividend per Share (DPR). With a mean of 15.61 and a standard deviation of 8.07, the
DPR spans from 4.00 to 40.00, suggesting different dividend payment amounts across the
firms under observation. The dispersion of dividend income in relation to stock prices is
reflected in DY's typical very low dividend yields, which range from 0.01 to 0.30 with a
mean of 0.05 and SD of 0.04.

Furthermore, Bank Size (BS) has a mean of 19.67 and a significant SD of 25.82,
indicating a huge variation in the size of financial institutions included in the
investigation. BS ranges from 0.72 to 131.74 rupees (in billion). These measures provide
a thorough overview of the economic data, dividend policies, and financial health that are

essential for assessing the risk profiles and performance of the entities being examined.

4.2 Correlation Analysis

A measure of the linear link between two variables is the correlation coefficient. The
correlation coefficient's values are always in the range of 1 and +1. A correlation
coefficient of +1 denotes a perfect positive linear relationship between two variables; a
correlation coefficient of 1 denotes a perfect negative linear relationship; and a correlation
coefficient of 0 denotes no linear relationship at all between the two variables. It has
been shown how independent factors, such the loan ratio, relate to both dependent and
independent variables. The Bivariate Pearson's Correlation is one sort of correlation

analysis that has been used to examine the connection.
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Table 15
Correlation Analysis with MPS and Market to Book Ratio
_ MPS/
Variables SDPS CDPS  DPR DY BS LR IR GDP MPS
BVPS
1
SDPS
-.334" 1
CDPS
(0.004)
9377 0.006 1
DPR
(0.000)  (0.957)
0.106 262" .230° 1
DY
(0.313) (0.018) (0.020)
BS -3317 0119 -346° -0.085 1
(0.001) (0.276) (0.000) (0.398)
" -0.005 -0.077 -0.090 -0.097 -0.036 1
(0.965) (0.481) (0.367) (0.330) (0.664)
- 356" -0.135 3857 0.068 -2717  -166 1
(0.000) (0.217) (0.000) (0.499) (0.001) (0.042)
op 0.046 3267 0.128 0.065 -0.074 -0.062 -0.103 1
(0.661) (0.002) (0.201) (0.519) (0.366) (0.451) (0.211)
MPS 4047 -0.196 365" -6227 194" 0.019 0.091  0.005 1
(0.000) (0.072) (0.000) (0.000) (0.018) (0.815) (0.267) (0.949)
MPS/ 2697 0.005 295" -3117 0123 0.144 -0.035  0.000 389" 1
BVPS (0.008) (0.961) (0.003) (0.001) (0.133) (0.078) (0.667) (1.000) (0.000)

**_Correlation is significant at the 0.01 level (2-tailed).

*. Correlation is significant at the 0.05 level (2-tailed).

Market Price per Share (MPS), the dependent variable, and a number of independent
financial and economic factors are correlated, as shown in Table 15. A little positive
association between Loan Ratio (LR) and MPS is seen at 0.019, although this correlation
is not statistically significant (p = 0.815). This implies that variations in the ratio of loan
capital to total capital have little effect on the share market price. Loan ratio swings may

not seem like as big of an impact on company prices to investors as other variables do.

A considerable positive correlation of 0.404 between Stock Dividend per Share (SDPS)
and MPS is seen; this correlation is highly significant at the 0.01 level (p = 0.000).
According to this research, corporations that distribute more stock dividends often see
increases in market values per share. Dividends on stocks are often interpreted favorably
by investors, who see them as signs of sound financial standing and possible future

growth, which raises stock values.
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On the other hand, there is a somewhat negative correlation of -0.196 between Cash
Dividend per Share (CDP) and MPS; however, this connection is not statistically
significant at the 0.05 level (p = 0.072). This inverse link implies that there is a propensity
for market prices per share to slightly decline as cash dividend distributions rise. High
cash dividends may be seen by investors as lowering retained profits that may be used for
expansion or other investment possibilities, which could have a negative effect on stock

values.

A moderately positive correlation of 0.365 between Dividend per Share (DPR) and MPS
is seen; this correlation is significant at the 0.01 level (p = 0.000). This suggests that there
is often a positive correlation between market prices and larger dividend distributions per
share. Businesses that consistently or steadily raise their dividend payments are favored
by investors, who see them as indicators of sound financial standing and alluring

investment prospects.

The data indicates a very significant negative association of -0.622 between Dividend
Yield (DY) and MPS at the 0.01 level (p = 0.000). Given this strong negative association,
it may be inferred that lower market prices per share are linked to greater dividend yields,
which indicate a larger dividend to share price ratio. Stocks with higher dividend yields
may be preferred by investors wanting more dividend income in relation to share price,
which might have an effect on capital appreciation strategies against income generation

preferences.

The Loan Ratio (LR) has a marginally significant (p = 0.078) moderately positive
association of 0.144 with MPS/BVPS. This implies that corporations tend to have larger
MPS/BVPS ratios when their loan ratios are greater in relation to their book value per
share. According to this connection, investors can believe that more leverage might

increase the market value in comparison to book value per share.

A moderately positive correlation of 0.269 between Stock Dividend per Share (SDPS)
and MPS/BVPS has been observed; this correlation is statistically significant at the 0.01
level (p = 0.008). According to this research, organizations with higher MPS/BVPS ratios
are often those that issue more stock dividends in relation to their book value per share.
This might be seen favorably by investors, who would view stock dividends as an
indication of stability and future development, leading to higher market prices in

comparison to book values.
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At the 0.01 level, Dividend Yield (DY) has a very significant negative association of -
0.311 with MPS/BVPS (p = 0.001). This robust inverse association implies that lower
MPS/BVPS ratios are linked to greater dividend yields, which represent bigger dividend
payments in proportion to share price. Stocks with lower MPS/BVPS ratios may be
preferred by investors who value dividend income more than share price. This might have
an influence on capital appreciation strategies in contrast to income generation

preferences.

Ultimately, there is a somewhat positive association between dividend per share (DPR)
and MPS/BVPS of 0.295, which is significant at the 0.01 level (p = 0.003). This suggests
that there is a favorable correlation between MPS/BVPS ratios and larger dividend
distributions per share as compared to book value. greater dividend payments are often
seen by investors as an indication of solid financial performance and shareholder returns,

which may have an impact on market valuations that are greater than book values.

4.4 Multiple Regression Analysis

Finding the cause and effect between independent variables (dividend yield, bank size,
inflation rate, dividend payout ratio, gross domestic product growth rate), and dependent
variables (market price per share and book value per share), is the goal of regression
analysis. Independent variables include loan ratio, stock dividend per share, cash dividend

per share, dividend yield.

Table 16

Effect of Dividend Payout on MPS

Model Coeff. t Sig.

1  (Constant) 3.015 3.540 0.001
CDPS 0.023 1.531 0.131
DPR 0.667 -0.578 0.565
DY -11.480 -10.483 0.000
BS 0.101 3.658 0.001
LR -0.002 -0.413 0.681
IR 0.072 3.012 0.004
GDP 0.030 2.207 0.031

R-square = .851
F-value = 23.944
Sig.(F-value) = .000
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The influence of many independent factors on the market price per share (MPS) of
Nepalese Development Banks is investigated using the regression analysis shown in
Table 16. An R-square value of 0.851 indicates that the model has a strong explanatory
power; around 85.1% of the variability in MPS can be explained by the independent
variables in the model. The model as a whole seems to be statistically significant based on
the F-value of 23.944 and its significance level (Sig. = 0.000).

With a t-value of 1.531 and a Sig. of 0.131, the cash dividend per share (CDPS)
coefficient of 0.023 is not statistically significant. This implies that while there is a
correlation between CDPS and MPS that is positive, it is not statistically significant. In
the case of Nepalese Development Banks, investors may not be as receptive to cash
dividends as they are to stock dividends. The dividend payout ratio (DPR) has a
coefficient of 0.667 and a Sig. value of 0.565, indicating that it is not statistically
significant. This suggests that MPS is not much impacted by the dividend payout ratio.
Higher dividend distributions are expected to attract investors, but this analysis finds no

statistically significant effect.

Dividend yield (DY) has a very significant coefficient of -11.480 (t = -10.483, Sig. =
0.000). It seems from this strong negative association that lower market prices are linked
to greater dividend yields. This surprising outcome suggests that higher yields might be
seen as an indication of troubled finances or restricted expansion opportunities, which
would hurt MPS. Bank size (BS) has a coefficient of 0.101, which is statistically
significant (t = 3.658, Sig. = 0.001). This suggests that market prices per share are often
higher for bigger institutions. The positive correlation implies that investors value bigger

banks' equities more because they see them as more dependable and stable.

With a t value of -0.413 and a Sig. value of 0.681, the loan ratio (LR) coefficient of -
0.002 is not statistically significant. This suggests that the market price per share is not
significantly affected by the lending ratio, at least not statistically. The negative sign
indicates that although the MPS is somewhat decreased by a rise in the loan ratio, this
impact is not significant enough to be taken into account. Stock dividend per share
(SDPS) has a positive and statistically significant coefficient of 0.032 (t = 5.661, Sig. =
0.000). This result suggests that MPS is significantly improved by an increase in SDPS.
In particular, the MPS rises by 0.032 units for every unit increase in SDPS. This
emphasizes how crucial stock dividends are to raising the banks' market value.
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At t = 3.012, Sig. = 0.004, the inflation rate (IR) coefficient of 0.072 is statistically
significant. This result suggests that MPS are favorably impacted by a rise in the inflation
rate. One argument would be that market values rise and the banking industry profits
from mild inflation, which is linked to economic growth. The GDP growth rate
coefficient (t = 2.207, Sig. = 0.031) is 0.030, indicating statistical significance. This
correlation indicates a favorable association between market prices and GDP growth
rates. This is in line with the idea that economic expansion improves the financial system

as a whole, which helps banks and their market values.

Table 17
Effect of Dividend Payout on MPS/BVPS
Model Coeff. t Sig.
1  (Constant) -4.101 -1.036 0.304
CDPS 0.093 1.326 0.190
DPR -.059 -.247 0.806
DY -14.735 -2.895 0.005
BS 0.225 1.747 0.085
LR -0.004 -0.168 0.867
IR 0.157 1.414 0.162
GDP 0.122 1.947 0.056
R-square = .495
F-value = 2.962

Sig.(F-value) = .009

The influence of many independent factors on the ratio of market price per share to book
value per share (MPS/BVPS) of Nepalese Development Banks is investigated by the
regression analysis shown in Table 17. With an R-square value of 0.495, the model has a
moderate explanatory power, meaning that the independent variables account for 49.5%
of the variability in MPS/BVPS. Although not as strong as the prior model assessing MPS
alone, the whole model is statistically significant, according to the F-value of 2.962 and

its significance level (Sig. = 0.009).

In the context of the data, the negative sign indicates a modest fall in MPS/BVPS with a
rise in the loan ratio, although this impact is not significant. Stock dividend per share
(SDPS) has a positive, statistically significant coefficient of 0.053 (t = 2.014, Sig. =
0.048). This suggests that MPS/BVPS are significantly improved by an increase in SDPS.
In particular, the MPS/BVPS ratio rises by 0.053 units for every unit increase in SDPS,
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demonstrating the importance of stock dividends to investors in boosting market price

beyond book value.

The cash dividend per share (CDP) coefficient is 0.093; nevertheless, the significance
level is low (t = 1.326, Sig. = 0.190). A favorable correlation has been seen between
CDPS and MPS/BVPS; however, the effect is not statistically significant. This implies
that the market's assessment of shares in relation to their book value is not much impacted

by cash dividends.

With a t value of -0.247 and a Sig. value of 0.806, the dividend payout ratio (DPR)
coefficient of -0.059 is not statistically significant. This suggests that MPS/BVPS is not
significantly impacted by the dividend payout ratio. As a result, increased dividend

payments may not always correspond to increased market values above book value.

Loan ratio (LR) coefficient is -0.004, not statistically significant (t = -0.168, Sig. =
0.867). This suggests that the MPS/BVPS is not significantly affected by the loan ratio,
and that the effect is statistically insignificant. Dividend yield (DY) has a statistically
significant coefficient of -14.735 (t = -2.895, Sig. = 0.005).

It seems from this significant negative link that lower MPS/BVPS ratios are related to
greater dividend yields. According to this finding, greater yields can be seen as an
indication of troubled finances or slow development, which would lower the market price
in relation to book value. Although the bank size (BS) coefficient is 0.225, the results do
not indicate statistical significance (t = 1.747, Sig. = 0.085).

Larger banks often have higher MPS/BVPS ratios; nonetheless, the link is favorable but
not statistically significant. Larger banks may be seen by investors as more stable,

although this view has little bearing on the market value in relation to book value.

The inflation rate (IR) coefficient (t = 1.414, Sig. = 0.162) is 0.157, which is not
statistically significant. This implies that the MPS/BVPS ratio is not significantly
impacted by the inflation rate.

Growth in the economy may be linked to moderate inflation, although in this case, this
does not much increase market valuation above book value. The GDP growth rate

coefficient (t = 1.947, Sig. = 0.056) is 0.122, indicating a marginal level of significance.

This positive correlation implies that greater MPS/BVPS ratios are related to higher GDP

growth rates. Though the effect is only somewhat significant, economic expansion
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improves the financial climate, which benefits banks and their market price in relation to

book value.
Table 18
Summary of Hypotheses
Alternative Hypotheses P-value Remarks
H1: There is a significant impact of loan ratio on MPS. .681 Rejected
H2: There is a significant impact of cash dividend per share on MPS. 131 Rejected
H3: There is a significant impact of stock dividend per share on MPS. .000 Accepted
H4: There is a significant impact of dividend payout on MPS. .565 Rejected
H5: There is a significant impact of dividend yield on MPS. .000 Accepted
H6: There is a significant impact of bank size on market MPS. .001 Accepted
H7: There is a significant impact of inflation rate on MPS. .004 Accepted
H8: There is a significant impact of gross domestic product growth rate on
MPS. .031 Accepted
H9: There is a significant impact of loan ratio on MPS/BVPS. .867 Rejected
H10: There is a significant impact of cash dividend per share on MPS/BVPS. .190 Rejected
H11: There is a significant impact of stock dividend per share on MPS/BVPS. .048 Accepted
H12: There is a significant impact of dividend payout on MPS/BVPS. .806 Rejected
H13: There is a significant impact of dividend yield on MPS/BVPS. .005 Accepted
H14: There is a significant impact of bank size on MPS/BVPS. .085 Rejected
H15: There is a significant impact of inflation rate on MPS/BVPS. 162 Rejected
H16: There is a significant impact of gross domestic product growth rate on ]

.056 Rejected

MPS/BVPS.

4.5 Discussion

The results of this research may be compared with those of other recent studies in the
same sector, and they provide significant insights into the link between several financial
measures and market price per share (MPS). The study's key result is that the dividend
payout ratio (DPR) significantly improves MPS. This is in line with the findings of
Kumar et al. (2024), who supported the dividend relevance hypothesis by finding a
positive correlation between increased dividend payment ratios and better business
performance on India's BSE. Furthermore, Li and Zhang (2024) found that prosperous
companies with large reserves often pay dividends, which supports the study's finding

that dividend distributions and market value have a positive association.

In contrast to the results of Omran and Pointon (2004) and Al-Shubiri (2011), who found
a negative association between leverage and payout ratios, the research did not uncover a
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significant influence of leverage (LR) on MPS. According to these research, a firm's
capacity to pay dividends is diminished by increased leverage, which has an adverse
effect on market value. The study's lack of substantial influence might be the result of
variations in the sample or the overall economic environment. It also emphasizes the
necessity for more study to fully understand how leverage affects various market

circumstances and industry sectors.

The present study's results about the negative correlation between dividend yield (DY)
and MPS are consistent with those of Bhattarai (2005), who observed a similar negative
link between dividend yield and share price volatility in Nepal. This implies that poorer
future growth prospects may be signaled by greater dividend yields, which would affect
market prices. Similar to this, Baker et al. (1985) pointed out that excessive dividend
distributions could be a sign of less chances for reinvestment, which would explain the
study's unfavorable findings.

greater institutional ownership is associated with greater dividend payments, a conclusion
that is consistent with the favorable impact of institutional ownership (IR) on MPS and
the findings of Alli et al. (1993) and Ahmed and Javid (2009). This implies that
institutional investors are vital in promoting consistent and increasing dividends, which in
turn improves investor confidence and market views. The results of this research support
the idea that institutional ownership has a significant role in setting dividend policies and

how such policies affect market value.

Additionally, this research discovered that MPS is favorably influenced by business size
(BS), which is in line with findings from studies by Naceuret et al. (2006) and Al-
Malkawi (2008). Bigger companies are often better at controlling economic swings and
turning a profit, which raises their market value and makes their dividend policy more
attractive. This connection emphasizes the dependability and stability that come with

bigger businesses, which attracts investors and raises market values.

In conclusion, the study's results generally concur with current research on the factors that
influence dividend policy and how they affect market value. Nonetheless, disparities in
the leverage effect and sectoral differences underscore the need for more study. It is clear
from comparing these findings with a broad variety of previous research that the
dynamics between financial measures and market value are complicated and impacted by

a number of variables, requiring more research to fully comprehend.



CHAPTER V
SUMMARY AND CONCLUSION

5.1 Summary

The purpose of this research is to investigate how Nepalese Development Banks issue
dividends and how this affects share prices. In particular, it aims to assess the current
state of important financial indicators like bank size (BS), inflation rate (IR), cash
dividend per share (CDPS), stock dividend per share (SDPS), dividend payout ratio
(DPR), dividend yield (DY), book value per share (BVPS), loan ratio (LR), and GDP
growth rate. It also assesses these factors' influence on book value and stock price in
relation to Nepalese Development Banks that are listed on the Nepal Stock Exchange
(NEPSE).

There is a causal comparative and descriptive study strategy in use. The aforementioned
variables' present status is better understood by descriptive analysis, and the linkages
between these financial measurements and their effects on market price per share (MPS)
and BVPS are examined using causal comparative design. 17 development banks that are
listed on NEPSE are included in the study's population; a sample of 15 institutions was
chosen depending on which bank had the highest net profit. Data for the fiscal years
2013-14 to 2022-23 were gathered from secondary sources, including bank websites,

balance sheets, profit and loss statements, and NEPSE reports.

Significant differences were found between the banks' BVPS, LR, CDPS, SDPS, DPR,
DY, BS, IR, and GDP growth rate, according to descriptive analysis. Strong financial
health was shown by the mean values of LR and BVPS, and varied dividend policies and
strategies were emphasized by the large range and standard deviations of CDPS and
SDPS. According to regression research, DPR has a significant positive impact on MPS,
suggesting that investors value larger dividend distributions. On the other hand, DY
significantly hurt MPS, indicating that higher yields can be a harbinger of worse growth
prospects. Furthermore, it was shown that higher bank sizes and positive GDP growth
rates had a favorable impact on MPS, highlighting the significance of bank size and

macroeconomic factors in influencing market values.

The results suggest that, because increased dividend distributions may raise stock values,

Nepalese Development Banks should strategically manage their dividend policy to attract
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and keep investors. Since larger banks are often seen as more stable, it is advantageous to
develop and extend activities. Additionally, the macroeconomic landscape positive GDP
growth, in particular has a significant impact on stock prices, indicating that banks should

continue to monitor these developments.

The research concludes by highlighting the important roles that macroeconomic factors,
bank size, and dividend policy play in determining market values for development bank
stocks in Nepal. These insights may help banks optimize their financial strategy and
provide information to regulators and policymakers about the variables influencing the
performance of financial sector stocks. To improve the generalizability of these results,
future studies might examine the relationships between these financial variables and their

long-term effects in other market environments.

5.2 Conclusion

This research, which looked at the fiscal years 2013-14-2022-23, investigated the effect
of dividend distribution and its influence on the market price of Nepalese development
banks. Both a causal and descriptive research approach were used in the investigation.
While the causal research design focused on cause-and-effect relationships, the

descriptive research method was used to gather factual information.

According to the research, bigger dividend distributions are linked to higher stock prices,
suggesting that investors prefer banks that provide their shareholders a larger profit
margin. Conversely, lower stock prices are correlated with greater dividend yields,
suggesting that investors may see higher yields as an indication of constrained growth
potential. The market views larger banks favorably, which supports the idea that scale
equals stability and dependability. Positive GDP growth rates also support stock values,
highlighting the crucial impact that advantageous macroeconomic circumstances play. On
the other hand, the fact that loan ratios and cash dividends do not significantly affect
stock performance indicates that these variables have less of an influence in the present
market environment. These results highlight the significance of macroeconomic health,
bank size, and strategic dividend policies in improving stock performance and influencing

investor behavior.

The importance of macroeconomic factors, bank size, and dividend policy in determining

the market price of shares and how much they are worth in relation to book value. To
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improve their market values, development banks should deliberately leverage stock
dividends and take the overall economic climate into account. High dividend yields can
also be interpreted cautiously since they might be an indication of financial trouble or
constrained growth opportunities, necessitating a cautious strategy that takes into account
market conditions and investor views. The findings highlight the need of reassessing
certain financial metrics and implementing dividend policies that increase investor trust

and maximize market values.

5.3 Implications
Practical Implications

According to the research, in order to draw in and keep investors, Nepalese Development
Banks should give strategic dividend policies top priority. More specifically, larger
dividend payments should raise stock values and increase the attractiveness of these
institutions to investors, both present and future. Furthermore, attempts to develop and
extend operations may help stabilize and improve market views, as shown by the positive
association found between bank size and market price per share. Additionally, banks
should continue to be aware of the overall state of the economy, as higher GDP growth
rates are good for stock prices. Banks may enhance market performance and investor
relations by refining their financial strategy with the help of these useful implications.

Theoretical Implications

In the context of Nepalese Development Banks, the research adds to the body of
knowledge on the factors influencing stock performance by emphasizing the important
roles played by dividend payment ratios, dividend yields, and bank size. These results are
consistent with theories that hold that dividend policy has a significant role in investor
choice and market value. The research backs up the idea that people see bigger
organizations as more dependable, which is in line with current ideas of financial
stability. This research offers a sophisticated knowledge of how certain financial
measures affect stock performance in developing economies by fusing these findings with

accepted ideas.
Policy Implications

The consequences of these results should be taken into account by regulators and

policymakers when creating frameworks for investor protection and financial stability.
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Promoting consistency and openness in dividend policy may boost investor trust and
stabilize the market. Through an increase in market value, policies designed to promote
economic development would also indirectly help the banking industry. Additionally, as
bigger banks are seen more positively by investors, policies that encourage bank
development and expansion may help stabilize the financial system even more. When
taken as a whole, these legislative initiatives may strengthen and stabilize the financial

industry.
Future Scope

To further understand their long-term implications, future study might examine the
longitudinal effects of financial measures and dividend policy on stock performance.
Further research on the relationship between macroeconomic factors and bank-specific
tactics may provide more profound understanding of how to maximize financial success.
To improve the generalizability and application of the findings, studies should look into
other rising economies and compare and contrast these findings. Additional qualitative
study using investor and bank executive interviews might improve our comprehension of

the attitudes and motives behind these financial choices.
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APPENDIX

Year Banks MPS | LoanRatio | SDPS | CDPS | DPR DY Bank Size BVPS Inflation | GDP
2013/14 450 74.09 10.00 12.00 | 22.00 | 0.05 5,736,366,088 127.00 9.04 5.74
2014/15 360 71.58 27.00 1.42 28.42 | 0.08 7,226,748,912 146.16 8.36 3.51
2015/16 650 73.77 27.00 0.00 27.00 | 0.04 9,759,164,352 149.45 7.87 0

2016/17 425 72.24 25.00 0.00 25.00 | 0.06 | 12,020,134,016 149.41 8.79 8.59
2017/18 SHINE 271 73.58 17.70 0.93 18.63 | 0.07 | 16,658,731,046 141.73 3.63 7.37
2018/19 252 40.06 15.00 0.00 15.00 | 0.06 | 21,463,341,905 121.09 4.06 6.39
2019/20 222 69.17 13.00 0.00 13.00 | 0.06 | 35,212,358,530 116.14 5.57 2.42
2020/21 256 69.07 10.93 0.57 11.50 | 0.04 | 42,230,035,268 142.39 5.05 4.49
2021/22 294 68.02 13.30 0.70 14.00 | 0.05 | 50,673,224,332 143.12 4.15 5.26
2022/23 384 68.98 10.50 0.55 11.05 | 0.03 | 63,418,815,119 141.40 7.65 2.16
2013/14 665 58.38 35.00 1.84 36.84 | 0.06 3,075,064,573 170.77 9.04 5.74
2014/15 610 62.51 26.00 1.36 27.36 | 0.04 3,356,444,476 160.37 8.36 3.51
2015/16 696 74.55 25.00 1.31 26.31 | 0.04 4,197,322,028 154.80 7.87 0

2016/17 624 70.30 30.12 1.58 31.70 | 0.05 5,337,803,644 161.38 8.79 8.59
2017/18 EXCEL 326 67.32 0.00 17.00 | 17.00 | 0.05 6,286,644,938 123.53 3.63 7.37
2018/19 283 74.15 17.10 0.90 18.00 | 0.06 8,588,989,226 148.67 4.06 6.39
2019/20 298 88.69 12.00 0.63 12.63 | 0.04 | 11,434,048,524 141.30 5.57 2.42
2020/21 855 68.82 8.50 0.45 8.95 | 0.01 | 13,359,188,283 161.73 5.05 4.49
2021/22 327 71.46 0.00 0.00 0.00 | 0.00 | 14,318,190,754 141.83 4.15 5.26
2022/23 325 65.63 0.00 0.00 0.00 | 0.00 | 16,194,958,494 151.59 7.65 2.16
2013/14 207 67.51 7.00 0.00 7.00 | 0.03 6,194,759,851 114.19 9.04 5.74
2014/15 164 66.77 9.00 0.47 9.47 | 0.06 7,423,089,453 115.62 8.36 3.51
2015/16 169 66.07 11.70 0.00 11.70 | 0.07 8,917,851,666 124.66 7.87 0

2016/17 207 68.07 10.00 0.00 10.00 | 0.05 | 13,188,433,142 115.07 8.79 8.59
2017/18 IYOTI 141 68.01 0.00 8.40 8.40 | 0.06 | 23,346,804,376 109.83 3.63 7.37
2018/19 163 67.95 12.75 0.00 12.75 | 0.08 | 36,459,941,714 129.25 4.06 6.39
2019/20 166 70.16 10.00 0.00 10.00 | 0.06 | 42,361,101,622 128.86 5.57 2.42
2020/21 478 71.67 11.00 4.50 15.50 | 0.03 | 59,879,025,109 136.44 5.05 4.49
2021/22 302 67.80 3.00 3.80 6.80 | 0.02 | 71,256,609,378 132.09 4.15 5.26
2022/23 298 70.10 0.00 0.00 0.00 | 0.00 | 72,674,949,581 134.20 7.65 2.16
2013/14 640 68.56 21.00 111 22.11 | 0.03 3,025,383,771 114.99 9.04 5.74
2014/15 108 70.42 22.60 0.00 22.60 | 0.21 3,588,700,976 116.66 8.36 3.51
2015/16 330 74.15 0.00 0.00 0.00 | 0.00 7,944,979,040 117.56 7.87 0

2016/17 355 72.58 5.50 6.50 12.00 | 0.03 8,249,053,482 120.80 8.79 8.59
2017/18 KAMANA 141 67.90 1.50 8.00 9.50 | 0.07 | 19,396,495,124 115.16 3.63 7.37
2018/19 160 70.83 0.00 6.80 6.80 | 0.04 | 26,691,891,150 127.75 4.06 6.39
2019/20 145 70.79 4.40 0.23 4.63 | 0.03 | 36,621,711,872 126.13 5.57 2.42
2020/21 580 75.20 18.50 0.97 19.47 | 0.03 | 51,304,904,226 144.73 5.05 4.49
2021/22 349 70.74 4.41 0.23 4.64 | 0.01 | 59,881,699,953 138.89 4.15 5.26
2022/23 327 70.07 0.00 0.00 0.00 | 0.00 | 62,581,150,000 138.27 7.65 2.16
2013/14 158 60.30 0.00 0.00 0.00 | 0.00 7,462,214,483 58.00 9.04 5.74
2014/15 155 54.54 0.00 0.00 0.00 | 0.00 9,167,554,786 75.00 8.36 3.51
2015/16 152 70.21 0.00 0.00 0.00 | 0.00 7,417,610,195 92.00 7.87 0

2016/17 78 70.51 0.00 0.00 0.00 | 0.00 | 21,205,746,737 136.00 8.79 8.59
2017/18 LUMBINI 146 68.82 17.07 0.00 17.07 | 0.12 | 25,725,376,703 126.24 3.63 7.37
2018/19 197 70.42 5.00 15.00 | 20.00 | 0.10 | 30,027,318,517 190.43 4.06 6.39
2019/20 181 70.50 7.00 3.00 10.00 | 0.06 | 34,496,583,890 163.60 5.57 2.42
2020/21 585 67.25 13.00 0.68 13.68 | 0.02 | 44,125173,171 182.17 5.05 4.49
2021/22 341 67.15 3.00 9.00 12.00 | 0.04 | 56,688,511,309 174.47 4.15 5.26
2022/23 28 70.34 4.00 4.50 8.50 | 0.30 | 58,891,462,645 178.61 7.65 2.16
2013/14 147 85.30 15.00 6.30 21.30 | 0.14 6,029,435,191 133.26 9.04 5.74
2014/15 314 71.61 20.85 0.00 20.85 | 0.07 9,000,471,560 140.10 8.36 3.51
2015/16 425 75.46 16.07 0.85 16.92 | 0.04 | 11,959,418,636 138.26 7.87 0

2016/17 390 71.79 2.50 9.30 11.80 | 0.03 | 16,043,807,949 125.56 8.79 8.59
2017/18 SANGRILA 157 67.82 4.00 5.45 9.45 | 0.06 | 21,218,542,441 118.02 3.63 7.37
2018/19 159 72.31 0.00 8.96 8.96 | 0.06 | 26,283,651,999 127.95 4.06 6.39
2019/20 141 69.71 5.00 0.26 526 | 0.04 | 32,898,334,087 126.83 5.57 2.42
2020/21 424 69.08 10.00 0.53 10.53 | 0.02 | 47,836,876,600 135.64 5.05 4.49
2021/22 290 67.82 8.53 0.45 8.98 | 0.03 | 59,822,417,677 139.13 4.15 5.26
2022/23 322 67.96 5.26 0.26 5,53 | 0.02 | 58,649,961,444 137.47 7.65 2.16
2013/14 173 86.72 0.00 0.00 0.00 | 0.00 4,612,393,111 65.46 9.04 5.74
2014/15 133 67.09 0.00 0.00 0.00 | 0.00 7,452,362,537 75.50 8.36 3.51
2015/16 330 66.78 7.90 0.00 7.90 | 0.02 | 29,241,466,775 101.80 7.87 0

2016/17 219 77.66 0.00 9.00 9.00 | 0.04 | 19,592,339,997 132.45 8.79 8.59
2017/18 MAHALAXMI 171 65.77 8.00 7.00 15.00 | 0.09 | 31,827,194,630 133.25 3.63 7.37
2018/19 195 68.97 8.00 9.89 17.89 | 0.09 | 37,925,726,261 16.41 4.06 6.39
2019/20 183 68.24 8.80 0.46 9.26 | 0.05 | 43,140,370,581 155.85 5.57 2.42
2020/21 445 63.53 20.00 1.05 21.05 | 0.05 | 47,461,586,749 166.93 5.05 4.49
2021/22 347 63.63 4.00 6.47 10.47 | 0.03 | 54,867,029,134 157.27 4.15 5.26
2022/23 325 60.05 6.40 6.40 12.80 | 0.04 | 61,857,374,137 156.28 7.65 2.16
2013/14 630 51.35 38.00 2.00 40.00 | 0.06 969,893,920 162.12 9.04 5.74
2014/15 564 54.19 31.00 1.63 32.63 | 0.06 1,219,698,120 151.88 8.36 3.51
2015/16 1307 75.74 34.00 0.00 34.00 | 0.03 | 12,936,752,306 160.34 7.87 0

2016/17 | MUKTINATH 971 85.83 20.00 1.05 21.05 | 0.02 | 17,662,114,796 148.43 8.79 8.59
2017/18 378 72.16 18.25 0.96 19.21 | 0.05 | 34,649,257,217 135.62 3.63 7.37
2018/19 370 73.37 17.60 0.93 18.53 | 0.05 | 51,991,396,287 145.18 4.06 6.39
2019/20 312 71.83 11.25 4.26 1551 | 0.05 | 66,348,092,711 134.53 5.57 2.42




2020/21 657 72.10 17.58 0.93 18.51 | 0.03 | 101,131,723,360 | 141.98 5.05 4.49
2021/22 439 71.70 13.50 0.71 1421 | 0.03 | 121,083,468,422 | 142.77 4.15 5.26
2022/23 407 71.70 9.75 0.51 10.26 | 0.03 | 131,738,727,544 | 143.48 7.65 2.16
2013/14 345 43.16 20.00 1.05 21.05 | 0.06 1,422,110,024 140.03 9.04 5.74
2014/15 305 46.22 20.00 0.00 20.00 | 0.07 115,715,842 137.23 8.36 351
2015/16 356 74.76 20.00 0.00 20.00 | 0.06 | 10,578,839,428 | 141.32 7.87 0

2016/17 356 66.42 15.00 0.00 15.00 | 0.04 2,265,977,764 128.31 8.79 8.59
2017/18 GARIMA 218 73.77 10.00 3.75 13.75 | 0.06 | 25,237,498,469 | 124.95 3.63 7.37
2018/19 224 72.80 16.15 0.85 17.00 | 0.08 | 38,749,107,242 135.94 4.06 6.39
2019/20 223 69.32 13.50 0.71 1421 | 0.06 | 50,293,647,873 | 134.21 5.57 2.42
2020/21 544 70.86 16.00 0.00 16.00 | 0.03 | 72,947,556,943 | 145.49 5.05 4.49
2021/22 387 72.44 13.00 1.50 1450 | 0.04 | 80,129,118,628 | 144.03 4.15 5.26
2022/23 405 69.42 9.50 0.50 10.00 | 0.02 | 89,250,825,021 | 148.55 7.65 2.16
2013/14 160 53.38 7.50 0.40 7.90 | 0.05 127,457,755 113.12 9.04 5.74
2014/15 227 56.67 12.50 0.66 13.16 | 0.06 2,041,565,597 129.63 8.36 351
2015/16 580 87.55 16.80 0.88 17.68 | 0.03 72,149,957 233.83 7.87 0

2016/17 366 67.77 5.95 0.31 6.26 | 0.02 165,087,300 113.79 8.79 8.59
2017/18 SINDHU 131 79.55 0.00 0.00 0.00 | 0.00 357,222,811 112.21 3.63 7.37
2018/19 144 71.77 1151 0.58 12.09 | 0.08 664,261,706 119.87 4.06 6.39
2019/20 134 82.45 0.00 0.00 0.00 | 0.00 134,254,041 109.42 5.57 2.42
2020/21 401 55.59 0.00 0.00 0.00 | 0.00 216,711,721 106.73 5.05 4.49
2021/22 268 71.13 0.00 0.00 0.00 | 0.00 494,833,840 110.25 4.15 5.26
2022/23 279 61.71 0.00 0.00 0.00 | 0.00 770,422,691 106.04 7.65 2.16
2013/14 100 55.67 0.00 0.00 0.00 | 0.00 520,000,000 11.81 9.04 5.74
2014/15 110 56.78 0.00 0.00 0.00 | 0.00 1,632,126,945 28.15 8.36 3.51
2015/16 120 66.78 0.00 0.00 0.00 | 0.00 2,700,502,654 28.44 7.87 0

2016/17 130 76.55 0.00 0.00 0.00 | 0.00 3,525,001,083 57.59 8.79 8.59
2017/18 CORPORATE 126 64.92 0.00 0.00 0.00 | 0.00 144,461,375 72.19 3.63 7.37
2018/19 119 78.65 0.00 0.00 0.00 | 0.00 90,917,280 140.77 4.06 6.39
2019/20 124 88.77 0.00 0.00 0.00 | 0.00 6,580,206,520 150.81 5.57 2.42
2020/21 751 78.98 0.00 0.00 0.00 | 0.00 6,705,119,712 142.63 5.05 4.49
2021/22 312 71.76 5.00 0.26 5.26 | 0.02 7,519,995,403 140.50 4.15 5.26
2022/23 350 75.66 0.00 0.00 0.00 | 0.00 8,097,846,626 144.67 7.65 2.16
2013/14 490 65.78 0.00 0.00 0.00 | 0.00 520,000,000 742.91 9.04 5.74
2014/15 500 66.87 0.00 0.00 0.00 | 0.00 298,005,890 583.03 8.36 351
2015/16 861 88.45 0.00 0.00 0.00 | 0.00 2,006,656,836 440.56 7.87 0

2016/17 520 78.95 0.00 0.00 0.00 | 0.00 2,251,237,771 162.45 8.79 8.59
2017/18 NARAYANI 288 89.25 0.00 0.00 0.00 | 0.00 4,576,756,151 17.56 3.63 7.37
2018/19 234 77.56 0.00 0.00 0.00 | 0.00 5,759,979,010 20.93 4.06 6.39
2019/20 307 78.26 0.00 0.00 0.00 | 0.00 4,564,226,664 73.01 5.57 2.42
2020/21 691 85.25 0.00 0.00 0.00 | 0.00 5,224,045,265 62.67 5.05 4.49
2021/22 380 83.25 0.00 0.00 0.00 | 0.00 5,062,662,634 45.79 4.15 5.26
2022/23 414 85.45 0.00 0.00 0.00 | 0.00 5,293,210,661 26.12 7.65 2.16
2013/14 193 87.45 25.00 1.32 26.32 | 0.05 1,422,110,024 148.01 9.04 5.74
2014/15 267 78.56 30.00 1.58 31.58 | 0.06 2,041,565,597 156.37 8.36 351
2015/16 303 66.56 30.00 1.58 31.58 | 0.04 434,887,395 164.78 7.87 0

2016/17 317 87.56 31.48 1.66 33.14 | 0.06 583,395,774 154.37 8.79 8.59
2017/18 MITERI 106 74.54 17.00 0.89 17.89 | 0.06 3,049,110,792 139.34 3.63 7.37
2018/19 114 88.57 18.52 0.98 19.50 | 0.08 3,960,165,846 143.96 4.06 6.39
2019/20 100 74.45 15.00 0.79 15.79 | 0.05 1,870,237,897 146.38 5.57 2.42
2020/21 586 71.23 13.30 0.70 14.00 | 0.02 2,450,799,965 145.63 5.05 4.49
2021/22 347 76.23 12.35 0.65 13.00 | 0.04 3,732,575,063 143.66 4.15 5.26
2022/23 404 88.23 9.50 0.50 10.00 | 0.02 4,766,169,260 135.03 7.65 2.16
2013/14 100 60.29 25.00 0.00 30.00 | 0.16 127,457,755 133.96 9.04 5.74
2014/15 110 67.45 11.00 0.00 16.00 | 0.06 1,632,126,945 144.92 8.36 3.51
2015/16 120 66.58 8.00 0.00 8.00 | 0.03 72,149,957 141.65 7.87 0

2016/17 130 67.59 0.00 0.00 0.00 | 0.00 165,087,300 150.97 8.79 8.59
2017/18 KARNALI 142 77.45 0.00 0.00 0.00 | 0.00 1,113,284,076 103.00 3.63 7.37
2018/19 101 77.45 0.00 0.00 0.00 | 0.00 1,621,086,268 106.00 4.06 6.39
2019/20 112 78.12 0.00 3.80 0.00 | 0.00 134,254,041 108.00 5.57 2.42
2020/21 354 79.23 0.00 3.80 0.00 | 0.00 216,711,721 109.00 5.05 4.49
2021/22 232 81.23 0.00 3.80 0.00 | 0.00 494,833,840 112.00 4.15 5.26
2022/23 282 83.45 0.00 3.80 0.00 | 0.00 770,422,691 105.75 7.65 2.16
2013/14 120 67.88 5.00 0.00 0.00 | 0.00 520,000,000 87.76 9.04 5.74
2014/15 130 69.78 5.00 0.00 0.00 | 0.00 298,005,890 82.74 8.36 3.51
2015/16 140 87.45 0.00 0.00 0.00 | 0.00 2,700,502,654 45.51 7.87 0

2016/17 150 88.45 0.00 0.00 0.00 | 0.00 3,525,001,083 92.35 8.79 8.59
2017/18 GREEN 160 84.55 0.00 0.00 0.00 | 0.00 357,222,811 101.14 3.63 7.37
2018/19 170 86.25 0.00 0.00 0.00 | 0.00 664,261,706 103.82 4.06 6.39
2019/20 180 77.54 0.00 0.20 4.00 | 0.04 6,580,206,520 106.73 5.57 2.42
2020/21 358 76.28 0.00 0.20 4.00 | 0.01 6,705,119,712 106.88 5.05 4.49
2021/22 230 84.42 0.00 0.20 4.00 | 0.02 7,519,995,403 108.98 4.15 5.26
2022/23 306 85.23 0.00 0.20 4.00 | 0.01 8,097,846,626 112.74 7.65 2.16
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DIVIDEND POLICY AND ITS IMPACT ON SHARE PRICE OF NEPALESE DEVELOPMENT BANKS A Dissertation Submitted to the office of
the Dean, Faculty of Management in partial fulfilment of the requirements for the Master's Degree of Business Studies By Aakash
Bhattarai Campus Roll No.: 585/074 Exam Roll No.: 5217/18 T.U. Registration No.: 7-2-39-1237-2010 Shanker Dev Campus
Putalisadak, Kathmandu July 2024 i Abstract This study investigates the dividend payment practices and their impact on market
prices of Nepalese Development Banks listed on the Nepal Stock Exchange (NEPSE). The objectives include examining the status of
key financial indicators such as book value per share (BVPS), loan ratio (LR), cash dividend per share (CDPS), stock dividend per
share (SDPS), dividend payout ratio (DPR), dividend yield (DY), bank size (BS), inflation rate (IR), and gross domestic product (GDP)
growth rate. It also aims to analyze the effects of these variables on market price per share (MPS) and book value per share (BVPS).
A descriptive and causal comparative research design was employed, utilizing secondary data collected from 15 selected
development banks over a period spanning from fiscal year 2013-14 to 2022-23. Data were sourced from bank websites, NEPSE
reports, balance sheets, and profit and loss statements. Descriptive analysis revealed substantial variations across banks in terms of
financial indicators, indicating diverse financial strategies and market conditions. Regression analysis demonstrated that DPR
positively influences MPS, suggesting that higher dividend payouts are perceived positively by investors. Conversely, DY exhibited a
negative impact on MPS, implying that higher dividend yields may signal limited growth potential. Bank size and GDP growth rate
were found to positively affect MPS, underscoring their significance in market valuation. The findings suggest that development
banks in Nepal should strategically manage their dividend policies to enhance investor confidence and stock performance. Larger
banks are perceived as more stable and attractive, highlighting the importance of growth and expansion strategies. Moreover,
macroeconomic factors, particularly positive GDP growth, significantly influence stock prices, emphasizing the need for banks to
monitor and respond to economic trends. In conclusion, this study contributes to understanding the dynamics of dividend policies,
bank size, and macroeconomic conditions on the market prices of Nepalese Development Banks. Future research could explore the
long-term impacts of these factors across different economic environments to enhance the robustness and applicability of these
findings in global financial contexts. Keywords: Dividend Policies, Market Price, Development Banks, Nepal and Financial
Performance ii CHAPTER | INTRODUCTION 1.1 Background of the Study The dividend, or the portion of a company's net income sent
to shareholders in line with its dividend policy, is a tactical instrument for returning investors' capital (Adhikari, 2020). Dividend
practices are the policy decisions that establish the quantity and timing of cash payouts within the fiscal year. Although managers,
lawmakers, and academics cannot agree on how payment rules impact stock prices, payout policies remain one of the most
researched subjects in corporate finance (Pradhan, 2003). Some contend that a company's worth is not affected by its dividend policy
since a company's value is derived from its earning potential and business risk, not from the distribution of profits between retained
earnings and dividends. Miller and Modigliani (1961) assert that investors' primary concern is the total returns they get, which may be
capital gains, dividends, or both. We call this point of view dividend irrelevance hypothesis. Conversely, proponents of dividend
relevance assert that dividend policy has an effect on corporate value. Lintner's (1956) results demonstrate a clear correlation

between a company's dividend policy and stock price, implying that larger payments are linked to superior market value. Dividend
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