
i

A STUDY OF DIVIDEND POLICY AND
IT'S IMPACT ON STOCK PRICE

A  Thesis Submitted to

Office of the Dean
Faculty of Management
Tribhuvan University

By
Parvathi Kumari Sharma
Lumbini Banijya Campus

TU Registration No: 7-3-302-112-2001
Exam Roll Number --------------

In Partial Fulfillment of the Requirements for Master's
Degree in Business Studies (MBS)

Butwal
August,  2010



ii

RECOMMENDATION

This is certify that the thesis

Submitted by:

Parvathi Kumari Sharma

Entitled

A STUDY OF DIVIDEND POLICY AND ITS IMPACT ON STOCK PRICE

has been prepared and approved by this Department  in the prescribed
format of Faculty of Management. This thesis is forwarded for

examination.

Supervisor Head of Department/Campus Chief

Name : Mr. Tara Prasad Upadhyaya Name : Dr. Ishwor Gautam

Signature      …………………… Signature …………….........



iii

VIVA-VOCE SHEET
Submitted by:

Parvathi Kumari Sharma

Entitled

A STUDY OF DIVIDEND POLICY AND  ITS IMPACT ON STOCK PRICE

and found the thesis to be the original work of the student and written

according to the prescribed format. We recommend the thesis to be

accepted as partial fulfillment of the requirements for the Master's Degree

in Business Studies (MBS).

VIVA-VOCE COMMITTEE

Chair person, Research Committee ………………………

Members (Thesis Supervisor)       ………………………..

Member (External Expert)           ………………………….

Date :



iv

DECLARATION

I hereby declare that the present thesis entitled " A STUDY OF DIVIDEND

POLICY AND  ITS IMPACT ON STOCK PRICE " has been prepared to partial

fulfill the requirement of Masters Degree in Business Studies (M.B.S.) under kind

supervision of Mr. Tara Prasad Upadhyaya, Dr. Ishwar Gautam, Campus Chief of

Lumbini Banijya Campus, Butwal. The under studied thesis has been prepared as per

the format prescribed by the university and analysis carried in the study is original.

Eventually, l firmly believe that the road to improvement never end so I am solely

responsible for and varieties of shortcomings and drawbacks admitted in the study.

Parvathi kumari Sharma

Date: --------------------------------



v

ACKNOWLEDGEMENT

This thesis is my first attempt to meet the requirement of the Master's Degree in

Business Studies (M.B.S.). As there is a growing tendency of capital market in Nepal,

many of the articles journals, thesis and books has been found in the country. More

over many investor of share market have the knowledge about the dividend and its

impact on share price. It is only my trial to give a little bit knowledge of dividend

policy for potential investor of insurance sector.

This thesis report would not have been successfully completed without the help and

support of various concerned. First of all, I would like to express my sincere thanks

and gratitude  to my supervisor Mr.Tara Prasad Upadhyaya on whose observation and

intellectual direction this research been completed.  His continuous cooperation and

encouragement has been instrumental in the process of writing this thesis.

I would like to express my gratitude to Dr. Ishwor Gautam head of research

department and the campus chief Lumbini Banijya Campus Butwal, whose valuable

and constructive suggestions and guidance were significant in the completion of this

research report.

My special thank also goes to Mr. Ansari  Lecturer of Lumbini Banijya Campus   for

providing continuous inspiration for the completion of this research work.  Thanks to

the library staff of Lumbini Banijya Campus for helping me in many ways in the

process of writing this report.

I am very much indepted to the various authors in the subject whose literatures and

writing serve as important sources for this thesis.  I extend my heartfelt thanks to  Mr.

Kedar  Shrestha who oftenly gives me latest information in regard to dividend policy

and market price of stock of insurance company. In the same way, I would like to

thank to the management team of Everest Insurance Co. Ltd. Himalayan General Co.

Ltd. Alliance Insurance Co. Ltd. and United Insurance Company Ltd. for providing

me their valuable financial report.

Lastly, I am equally grateful to Sagarmatha Bibidh Sewa and Saraswoti Neupane for

taking good care during  Computer Designing & bringing out this thesis in the present

form.

-------------------------

Parvathi kumari sharma



vi

TABLE OF CONTENTS

Recommendation i

Viva-Vole Sheet ii

Declaration iiii

Acknowledgement iv

Table of contents v

List of Table vii

List of Figures viii

List of Abbreviation ix

Page

Chapter I : Introduction 1-8

1.1 Background of the Study 1

1.2 Focus  of the Study 4

1.3 Statement of the Problem 5

1.4 Research Question 6

1.5 Objective  of the Study 6

1.6 Significance of the Study 6

17 Limitation of Study 7

1.8 Organization of the Study 8

Chapter II : Review of Literature 9-25

2.1 Conceptual Framework 9

2.2 Review of Related Study 10

2.3 Review of Major National Studies 21

Chapter III : Research Methodology 26-35

3.1 Research Design 26

3.2 Source of Data 26

3.3 Population and Sample 27

3.4 Period of Study & No. of Observation 27
3.5 Tools and Techniques 28

Chapter IV : Data Presentation & Analysis 36-67

4.1 Analysis of Financial Indicators 36

4.2 Analysis of Statistical Indicators 47

4.3 Test of Hypothesis 60

4.4 Major Findings 65



vii

Chapter V : Summary, Conclusion & Recommendation 68-70

5 Introduction 68

5.1 Summary 68

5.2 Conclusion 68

5.3 Recommendation 69

Bibliography

Appendices



viii

LIST OF TABLES

Table No. Page

1. Analysis of EPS 37

2. Analysis of DPS 39

3. Analysis of DPR 41

4. Analysis of MPS 43

5. Analysis of DY 45

6. Simple Correlation and Regression Analysis between DPS & MPS 47

7. Simple Correlation and Regression Analysis between EPS & MPS 50

8. Simple Correlation and Regression Analysis between DPR & MPS 53

9. Simple Correlation and Regression Analysis between DY & MPS 56

10. Multiple Regression and Coefficient of Determination Analysis of MDS on

EPS & DPS 59

11. Multiple Regression and Coefficient of Determination Analysis of MPS on

P/E ratio & DPS 60

12. ANOVA Table 62

13. ANOVA Table 64



ix

LIST OF FIGURES
Figure No. Page

1. Analysis of  EPS 38

2. DPS of Sample Insurance Companies 38

3. Analysis of DPR 40

4. DPR of Sample Insurance Companies 40

5. DY of Sample Insurance Companies 42

6. DY of Sample Insurance Companies 42

7. MPS of Sample Insurance Companies 44

8. MPS of Sample Insurance Companies 44

9. DY of Sample Insurance Companies 46

10. DY of Sample Insurance Companies 46



x

LIST OF ABBREVIATIONS

MBS = Master in Business Studies

LIC = Life Insurance Company Limited.

A.D. = Anno Domino

EPS = Earning per share

NEPSE = Nepal stock exchange

DPS = Dividend per share

MPS = Market price per share

D/P ratio = Dividend pay out ratio

DPR = Dividend pay out ratio

P/E ratio = Price earning ratio

DY = Dividend yield

P/L = Profit and Loss

A/c = Account

r = Firm's internal rate of return

k = Capitalization rate

p = Market price per share

u = Error term

 = Alfa

NYSE = New York Stock Exchange

AMEX = American Stock Exchange

C.V. = Coefficient of Variation

r = Coefficient of Correlation

r2 = Coefficient of Determination

NICL = Nepal Insurance Company Limited

EICL = Everest Insurance Company Limited

UICL = United Insurance Company Limited

HICL = Himalayan Insurance Company Limited

AICL = Alliance Insurance Company Limited

a1 = Regression constant

b1 = Slope of regression line or regression coefficient
first

b2 = Regression coefficient second

S.E. = Standard error of estimate

P.E. = Probable error


