
IMPACT OF FREE CASH FLOW ON THE 

SHARE PRICE: AN EMPIRICAL STUDY ON 

MANUFACTURING FIRMS OF PAKISTAN

BY
JAVERIA TAHIR 

38933
A thesis submitted to the Business Studies Department, Bahria 

Business School,Bahria University Karachi Campus, in partial fulfillment
of the requirements for MBA Degree

^ON,X

Fall, 2020

BUSINESS STUDIES DEPARTMENT

BAHRIA BUSINESS SCHOOL

Bahria University Karachi Campus



Registration Number 38933Semester 3rd

Bahria University, Karachi Campus

MBA Thesis 2nd Half-Semester Progress Report & Thesis
Approval Statement

Supervisor - Student Meeting Record

Signature of 
Student

Topic DiscussedPlace ofS# Date
Meeting

Ykl XsCCnrw 
Mi0- Z&crrw

l 5 iifiUox* l
boJU^ fryiobJ^i tcthf

Oj dcUjk, <jn*Y) by !?&>J
XUY) •1

'£2Z%jli j 7j>^o VW Ycpyo%

APPROVAL FOR EXAMINATION
Registration No.: 33^Joa/qmj?^ jahiruCandidate’s Name:

Thesis Title:
I hereby certify that the above candidate's thesis has been completed to my satisfaction and, to 
my belief, its standard is appropriate for submission for examination. I have also conducted 
plagiarism test of this thesis using HEC prescribed software and found similarity index at /*?/. 
that is within the permissible limit set byrfhe HEC for the MBA thesis. I have also found the 
thesis in a format recognized fey the Busi /ess Studies Department.

Date: MgXci. - /Supervisor’s Signature:

lVjJ Sheet)Supervisor’s Name:

Date: " Mm 1HoD’s Signature:

:;

<
J

:
■

I



Registration Number 38933Semester 3rd

Turnitin Similarity Report

IMPACT OF FREE CASH FLOW ON THE SHARE PRICE: AN 

EMPIRICAL STUDY ON MANUFACTURING FIRMS OF 

PAKISTAN
ORIGINALITY REPORT

A 10%1 0% 8%%
STUDENT PAPERSINTERNET SOURCES PUBLICATIONSSIMILARITY INDEX

PRIMARY SOURCES

2%mafiadoc.com
Internet Source

1 %www.emeraldinsight.com
Internet Source

1 %id.123dok.com
Internet Source

Submitted to Higher Education Commission 

Pakistan
Student Paper

1 %

www.slideshare.net 1i %Internet Source

Submitted to University of Durham
Student Paper 1 %s

www.scribd.com <1 % 

<1 %

:
! Internet Source
i
I
! Submitted to eur: 8
i Student Paper

III

http://www.emeraldinsight.com
http://www.slideshare.net
http://www.scribd.com


1
Registration Number 38933i Semester 3rd:

!

Acknowledgement

I this blessed life.First and foremost thanks goes to Almighty Allah, who give 
Alhamdulillah, all that I have accomplished so far is by the grace of Allah, who give me most 
loving parents. Secondly, my parents trust and believe in me, build my confidence in my self. 
I owe an immense debt of gratitude to my supervisor Mr. Akbar Saeed for sharing his insight 
and knowledge with me and believe in me that I could do anything if put our mind on it.

me

1

!

Javeria Tahir

i

:

!

I'
:;

:

:
■

:

:

V



Registration Number 38933Semester 3 rd

ABSTRACT

Purpose- The purpose of the study is to examine the relation between free cash flow and 
dividend policy with share price volatility. It is to understand the behavioural response of 
investors toward excess of free cash flow and the management of dividend policy.

Design: Descriptive and quantitative analysis are used to perform analysis. Panel data is 
collected 12 companies from 4 manufacturing sectors from year 2015-16 to 2019-20. 
Quarterly data is taken from 12 companies whose year ended in June.

Findings: Free cash flow and dividend policy have significant statistical relation with share 
price volatility in single linear regression. However, in multiple linear regression along with 
control variable free cash flow turn insignificant, whereas, dividend policy remains 
significant. Investors prefer low dividend from top performing sectors as increasing dividend 
increases the volatility of a stock. Excess free cash flow should be reinvested instead of 
dividend payment.

Research limitations: Quarterly data is unavailable from more than 5 years, in some cases 
quarterly data is available of only 2-3 years.

Originality: This paper is useful for both management and researchers as it analysis investor 
preference and expectation from well-performing sectors. This paper provides valuable 
insight about treatment of free cash flow in making dividend policy.

Recommendation: Further researches can be performed by increasing the sample size and 
time period. Including all sectors in the sample will give general idea about the investors 
preference from management.

Keywords: free cash flow, share price volatility, dividend policy, agency cost, clientele effect
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