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Abstract

Purpose — The purpose of this article is to investigate the determinants of stock prices of
Islamic and conventional banks of Pakistan. Several factors tend to impact the share
prices of bank. The purpose of this paper is to study the impact of dividend, size of the
banks and return on equity on the share prices of Islamic and Conventional banks

respectively.

Design/methodology/approach— A total of eight banks were taken into consideration for
the period of 2007-2017 out of which 4 were full fledge Islamic banks and the rest 4 were
the leading conventional banks of Pakistan. To find the determinants of their share prices,
correlation and regression analysis was done to investigate the study. The test involves
regressing the independent variables dividend yield, size of the banks, return on equity

and dependent variable Share Price.

Findings— The findings resulted that the size of the banks and return on equity has a
positive impact on share prices of both Islamic and conventional banks of Pakistan taken
into consideration. Dividend yield is reporting an insignificant impact on the share prices

of Islamic and conventional banks.

Research Limitations/Implications —This research can be undertaken with a bigger
sample size and in several other geographical areas which can generate more precise and
accurate results. Moreover, the impact of other variables like foreign exchange rates or
foreign direct investments can also be studied on the share prices of Banks. Comparative
studies of full fledge Islamic banks and Islamic Windows can also be undertaken to study
the determinants of share prices.

Originality/value —This paper marked new grounds by carrying out a comparative study
of share price determinants of Islamic and Commercial Banks in Pakistan and the factors

that impact the share price fluctuations of banks in Pakistan.
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