
1 | P a g e  
 

 

 

 

Title:  

Impact of dividend policy on stock price volatility (in context of KSE 100 

index) 

Superviser osama bin saif 

 

 

 

 

Submitted by: Rehmat Ullah Khan 

MBA 5E 

01-221141-038 

 

 

 

 



2 | P a g e  
 

Table	of	content	
TITLE: ......................................................................................................................................................................1 

TABLE OF CONTENT...........................................................................................................................................2 

DEDICATION..........................................................................................................................................................3 

ABSTRACT ..............................................................................................................................................................4 

INTRODUCTION....................................................................................................................................................5 

OBJECTIVE: .........................................................................................................................................................11 

PROBLEM STATEMENT ...................................................................................................................................11 

DATA.......................................................................................................................................................................11 

LITERATURE REVIEW .....................................................................................................................................12 

THEORIES OF DIVIDEND POLICY................................................................................................................14 

DIVIDEND IRRELEVANCE THEORY:.......................................................................................................................14 
BIRD IN HAND THEORY:........................................................................................................................................14 
AGENCY COST AND THE FREE CASH FLOW THEORY: ............................................................................................15 
SIGNALLING HYPOTHESIS: ...................................................................................................................................16 
CLIENTELE EFFECTS OF DIVIDENDS THEORIES:....................................................................................................17 

VARIABLES DEFINITIONS...............................................................................................................................35 

PRICE VOLATILITY (PV): ......................................................................................................................................35 
HISTORICAL VOLATILITY......................................................................................................................................35 
IMPLIED VOLATILITY ............................................................................................................................................36 

DIVIDEND YIELD (DV):.....................................................................................................................................37 

PAYOUT RATIO (POR): ........................................................................................................................................38 
EARNING VOLATILITY (EV):................................................................................................................................38 
LEVERAGE (LVG): ...............................................................................................................................................39 
SIZE (SZ) ..............................................................................................................................................................40 

RESEARCH MODEL ...........................................................................................................................................40 

STEPS IN MULTIPLE REGRESSION..............................................................................................................42 

PROBLEMS WITH MULTIPLE REGRESSION ............................................................................................43 

RESULTS AND DISCUSSIONS..........................................................................................................................45 

COEFFICIENTS:......................................................................................................................................................47 
DIVIDEND YIELD:..................................................................................................................................................47 
EARNING VOLATILITY:.........................................................................................................................................48 
PAYOUT RATIO:....................................................................................................................................................49 
SIZE OF THE FIRM: ................................................................................................................................................49 
WEIGHTED STATISTICS.........................................................................................................................................50 

CONCLUSION AND RECOMMENDATION...................................................................................................51 

REFERENCE .........................................................................................................................................................54 

 

 

  



3 | P a g e  
 

	

	

	

Dedication	
This thesis is dedicated to my parents, for there endless love and support. 

	



4 | P a g e  
 

	

	

	

	

	

Abstract	
The study endeavors to investigate dividend policy and stock price relationship in the setting 

of Pakistan. For this reason from the textile division of Pakistan thirty organizations listed at 

Karachi stock exchange for the time of 2009 to 2013 are haphazardly chosen as an example 

and analyzed. The study is in light of cross sectional analysis. To investigate dividend policy 

and stock price volatility relationship multiple regression model is utilized in the wake of 

controlling size of the firm, earning volatility and leverage. So as analyze dividend policy 

association with stocks price good and bad times I directed this study and I came to the 

conclusion that there is significant negative relationship between dividend yields, leverage, 

payout proportion and stock price volatility while there is impressive positive association 

between size of the firm, earning volatility and stocks price volatility. 

 

 

 

	


