IMPACT OF DIVIDEND POLICY ON SHARE PRICE
A STUDY ON THE LISTED COMPANIES IN THE BANK,
FINANCE AND INSURANCE SECTOR OF SRI LANKA

MOHAMED UWAIS MOHAMED MUJAHITH
EUMS/2009/COM/16
COM 1036

A Project Report
submitted to the Faculty of fummerct and Management, Eastern University, Sri
p.
Lanka as a partial fulfillment of the reqmrement ufthe Degrep of Bachelor of

JE _ Commeree (B. an} §Y

&l 1111111 \II\

o
._I:ur&ry EUSL
Department of Commerce

Faculty of Commerce and Management

.~ Eastern University, Sri Lanka



ABSTRACT

The health of the domestic and global economy has a fundamental influence on share
prices because it is ultimately responsible for driving company profits. This is an
empirical study that investigates the impact of dividend policy on share price in the
Bank. Finance & Insurance Sector of Sri Lanka. A number of theoretical mechanisms
have been suggested that dividend policy vary inversely with share price of the
company. Dividend policy of the company is measured by using the dividend pay-out
ratio and dividend vield ratio. Share price of the company is measured by using the
market price per share. Data needed 1o the rescarch were collected from 100 annual
reports which are related to 20 companies listed in CSE [rom bank, finance &
insurance sector of St Lanka for five years from 2010 to 2014, Researcher use
correlation analysis and regression analysis to measure the impact of dividend policy
on share price. According to the analysis there is a week negative relationship
between the dividend policy (determined by dividend pay-out ratio and dividend yield
ratio) and share price of the company. Thus, the higher the payout ratio the less the
share price likewise the higher the dividend vield ratio the less the share price of the
company. This study highlights that dividend policy is insignificant impact on share

price.
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