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Abstract

Dividend Policy is regarded as one of the most important topics in corporate finance. It also has paramount importance to all firms and stakeholders. The main purpose of this study is to find out the determinants of dividend policy for non-banking financial institutions listed in the Dhaka Stock Exchange (DSE) during the period 2015-2019. This study considers 21 non-banking financial institutions as a sample among the total of 34 non-banking financial institutions. The Panel Regression Model has been applied to find out the factors that have a significant influence on dividend policy. This study considered dividend payout ratio as dependent variable and ROA, debt to equity ratio, growth ratio, price to earnings ratio, ROE as independent variables, and GDP, interest rate, exchange rates are used as control variables. The results revealed that only firm-specific variables like debt to equity ratio and return on equity have been found statistically significant to influence the dividend policy. No other variables have any significant influence in determining the dividend policy of non-banking companies even after controlling the macro variables in the model.
[bookmark: _GoBack]Keywords: Dividend policy, Profitability, Leverage, ROE, Liquidity, Dhaka Stock Exchange.
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CHAPTER ONE:
Introduction
















1.1 Introduction
Dividend policy refers to the management decision about the distribution of income proportion to stakeholders. It has been considered one of the most controversial issues for decades (Toby, 2003) [1]. Investors looking forward a return on their investment and take risk. Investors can get return through dividend on their investment. On the other hand, if a firm has available significant opportunity to invest, it may retain its profits. This retention of profit leads the firms to maximize wealth of shareholders. Regarding Modigliani & Miller (1961) among dividends and profits retaining policy by firms the investors should not segregate them [2]. However, this assumption is applicable only for perfect capital market, certainly, in reality, no taxes and fixed investment strategy does not exist. Payment of dividend in continuous basis is important for investor. Because, it guarantees the long holdings of share. The dividend payment gives signal to its stockholders about firm performance. The signaling theory argued that dividend payment by companies provides signal or significant information about its stocks to stockholder Ross (1977) and Solomon (1963) [2]. The dividend payment provides positive announcement to shareholders. To pay dividend firms require existence of free cashflows, it can be distributed out of profits (Bhattacharya 1979, Miller and Rock 1985) [2]. Khat et al (2016) conducted a study and concluded with the result that, there are three different belief researchers who have different opinions about dividend payment. First, the conservative group. This group believes that, if the firms increase dividend payment it will increase the value of firms. The second group believes the firm value decreases when the firm increases it dividend payout ratio. Third, some researcher believes there is no relation between dividend payout and firm value like (Miller & Modigliani, 1961; Myers & Majluf, 1984) [3]. Moreover, we are conducting this study to find out the factors that important affect in dividend policy. We have considered financial institution industry as our sample. In this study, we examine impact of financial ratios and variables like; profitability ratio, liquidity ratio, leverage, growth opportunity etc. on dividend policy. For this we used data from 2015 to 2019 and took 21 (among 34) financial institutions listed and non-listed in Dhaka Stock Exchange.


1.2 Origin of the Study
It is mandatory by the university rules and regulation to do research work under selected instructor or to do internship under an organization for accomplishment of BBA Degree. I have chosen to do research work under the instruction of honorable instructor Muhammad Enamul Haque. In this research work, I have tried to figure it out the specific factors that have affect in dividend payment in Non-Banking Financial institutions in Bangladesh. According to Bangladesh Bank, there are 34 non-banking financial institutions (FIs) in Bangladesh. Non-banking Financial Institutions are those, which are conducting their operation under financial institution Act, 1993 and ruled by Bangladesh Bank. This research work considered both listed and non-listed financial institutions.
1.3 Objectives of the Study
1.3.1 General Objective
The main objective of the report is to measure the determinants of dividend policy: Evidence from Non-banking Financial Institutions in Bangladesh.
1.3.2 Specific Objective
· To find out the relationship between profitability and dividend payment decision in non-banking financial institutions of Bangladesh.

· To find out the relationship between liquidity and dividend payment decision in non-banking financial institutions of Bangladesh.

· To find out the relationship between leverage and dividend payment decision in non-banking financial institutions of Bangladesh.

· To find out the relationship between business growth and dividend payment decision in non-banking financial institutions in Bangladesh.

· To find out the relationship between price to earnings ratio and dividend payment decision in non-banking financial institutions of Bangladesh.

1.4 Limitations of the Study
The main limitation of this report is data availability, for most of the firms we can traced data only previous five years that may not enough to cover market cycle. Further, the data was so huge to collect and calculate because of its raw form.
The data investigation for this report is less precise. Because, all the information can’t be share to general people as per company policy.
Though in the annual reports, there have lots of information and exploration, these information and exploration are not enough to support and identify the relationship between different variables.

The results are explained from the analyst observation, the analyst’s knowledge level, competency, understanding is another narrowness of the study.

Developing the appropriate model for study is another kind of limitation, which model may enable a researcher to study the relationship between the various variables.
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2.1 Background of the Study
Dividend policy is regarded one of the ten unsolved issues in the universe. But, the maximum studies on dividend payout had examined in developed countries. Only a few studies had examined on developing countries like Bangladesh. Through, a significant research studies had conducted on dividend policy in different countries, the researchers taken slightly different variables and different industries in their studies. That incident carried out almost same types of result with no unanimous opinion between the researchers. So, this study has conducted on non-banking financial institutions – an important industry in country’s economy to find out influential factors of dividend policy. This study considered non-banking financial institutions because of its consistent dividend payment to shareholders. Moreover, Dividend policy is considered one of the most important factors to keep existing stockholders satisfied and attract possible investors towards the company. To attract new investors and hold existing shareholders the management must focus on higher dividend. The higher dividend might be supported by high profitability, high business growth, high liquidity, high leverage and lower risk in business. These factors ultimately increase utmost management target that is shareholders wealth. This study provides significant insights to management team and to the Board of Directors to take into account Liquidity, Profitability, Business growth, leverage etc. in significant consideration at policy reviewing and formulation. The result of the study also places a significant importance to shareholders investment decision. As dividend is considered reward to shareholders, the investors like to invest those firm having higher profitability, business growth, liquidity, leverage and lower risk in business. However, in this study we particularly focus on factors that have a significant effect on dividend policy.
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Literature Review

3.1 Theoretical Overview
3.1.1 Dividend Theory
The literature describes four dividend theories:
Pure Residual Dividend Policy: This theory describes investors can reinvest the dividend into another same level risky investment when firms return on equity rise above rate of return. Rather than paying dividend, firms can reinvest the dividend on behalf of investors. The firms only can determine the best option to reinvestment the dividend that benefit the investors (Droms2018) [4].
Smoothed Residual Dividend Policy: The theory describes the dividend payment fluctuation should keep up to a minimum level. It also suggests that, dividend should set equal to the long run residual between anticipated earnings and investment requirements. Dividend changes occur when long run residual earning expected to change. Earning variability consider as temporary issue and ignored in case of dividend payment setting. This gives clear view about stable and increasing dividend per share (Shapiro 532-533) [4].
[bookmark: _Hlk63459936]Constant Payout Residual Dividend Policy: This theory suggests to maintain constant dividend payout ratio. Because, this seems the dividend will change if the earnings of firms change (Kania& Bacon 2005) [4].
Small Quarterly Dividend with Annual Bonus: This theory describes about distribution of dividends to shareholders only when earnings meet expectations. This theory also suggests to distribute dividend periodically along with annual bonus. Big firms adopt this policy as their earnings more than the expectation (Kania& Bacon 2005) [4].



3.1.2 Theoretical Framework
Factors Affecting Dividend Policy
Independent Variables
1.Profitability (ROA & ROE)
2.Leverage
3.Liquidity 
4. Growth
5.Price to Earnings




Dependent Variable
Dividend Policy
Dividend Payout Ratio






H1: There is a positive correlation between dividend payment and profitability (ROA) & (ROE).
Profitability is one of the most important factors that has high influence in dividend decision. Considering picking order theory, firms will prefer invest its retained earnings that lead a low dividend to shareholders (Mehta,
2012; Amidu and Abor, 2006) [5]. This low dividend indicates that, there has a negative relationship between profitability and dividend payment. That also identified, firms like to invest their profit rather pay it as dividend to shareholders. Firms with high ROA and ROE tends to pay more dividend (Berggrun, & Perafan, 2016; Denis & Osobov, 2008; Benavides, Fama & French, 2001DeAngelo et al., 2006; DeAngelo, DeAngelo, & Skinner, 1996;) [6]. In this study, there is a stronger positive correlation between ROE and dividend payout than ROA with dividend payout.
H2: There is a positive correlation between dividend payment and Debt to Equity.
The debt to equity indicates relative proportion of debt and shareholders’ equity a firm used to finance company’s assets (Peterson & Fabozzi, 1999) [7]. It is natural that, companies having high cash-flow will provide dividend. However, companies with high leverage tend to cut down the dividends. Such companies are suggested to not to borrow more from external parties to finance. They are suggested to invest more to increase equity finance (Benito & Young, 2001) [8]. Moreover, past studies about the relation between dividend payout and debt to equity are mixed. (Rozeff, 1982; Mehta, 2012) found the negative relation between dividend payout and debt to equity [5]. Likewise, Al-Malkawi (2007) identified a significant negative relationship between leverage and dividend payout [5]. On the other hand, Kania and Bacon (2005) showed that, dividend payout positively associated with debt to equity [5].
H3: There is a negative correlation between dividend payment and liquidity (Current ratio).
Liquidity also considered another important factor in dividend payment. Firms with higher liquidity regarded to pay higher dividend than the firm with lower liquidity. Payment of dividend depends on cash flow that indicates firm ability to pay dividend. A firm with lower liquidity indicates the firm will pay lower dividend (Ahmed & Javid 2009; Kanwal & Kapoor 2008;).    
H4: There is a positive correlation between dividend payment and price to earnings.
Investors get a greater sense about value of a company by analyzing Price to earnings ratio. It illustrates the market value of stock compare to firms’ earnings. DeAngelo, and Skinner (1992) suggested current income as is another important determinant of dividend payment [8]. Managers usually increase and decrease dividend when consecutively earnings of a firm are better and worse. That indicates the high relation between earnings and dividend. Moreover, it does not always accept the low income reduce dividend.
H5: There is a negative correlation between dividend payment and company growth.
Growth opportunity has an inconsistent relationship with dividend payment. In short run, firm growth is negatively associated with dividend payout. Dividend payment increases with growth of the company increases. Al-Kuwari (2010) and Jensen (1986) Ahmed and Javid (2009), identified that, with the positive economic opportunities, growth of the firm increases [5]. Therefore, it leads to pay lower dividend to shareholders. Al-Malkawi (2007) figures out the positive relationship between growth and dividend payment [5]. Higher growth of firm leads higher dividend to pay to shareholders.


3.2 Empirical Framework
[bookmark: _Hlk61733644]Regarding the previous research by many researchers, Black (1976) reach to a conclusion that “dividends” is a puzzle [9]. The distribution of profit to shareholders in the form of profit to achieve the wealth maximization goal of shareholders is considered as Dividend. The dividend paying decision by firms’ manager to its shareholders consider as dividend policy. It plays a vital role to shareholders or investors in long period holdings of equities. The continuous basis of paying dividend has a direct relation with dividend policy. The dividend payment decision creates positive image of firms to its shareholders. It has a positive impact on firms’ income. It also shows the firm’s ability to meet its own and borrowing cost. Dividend policy is “the practice of dividend paying decision by management on the base of this or, it is practice of giving out cash within a specific period of time among the shareholders” (Lease et al.,2000) [5]. Dividend policy is a controversial topic over the world and it is concede giving out optimal level of cash among the shareholders, but a matter of conflict arises about to distribution of earnings among shareholders and invest it in a profitable project (Lintner.,1956) [10]. On American companies, the study has carried out and their significant finding from the study was that, to determine and change in current dividend the preceding years dividend and profitability play a significant role. Pruitt and Gitman (1991) conducted a study to find out the link among investment, financing and dividend decision on big firms of USA [11]. They conclude with the result; the dividend decision was not built on the financing and investment decision rathe based on the profitability and previous year decisions. Yousof and Ismail conducted a study to find out the factors that have influence on dividend policy of public listed firms in Malaysia. They found a positive and significant relation between earnings, firm size and investment with dividend policy. While a negative and significant relation between debt and large shareholder with dividend policy [12]. Regarding the Signaling theory by (Modigliani and Miller, 1961.) about the performance of the firm, the dividend policy selected by management, carry out valuable information that helps shareholders and investors to response regarding announcement. When a firm gives any indication about to pay dividend, it gives a sign that the firm is making profit. The higher the amount declare as dividend, the higher the profitability of firm (Bhattacharya, 1979) [11]. A study was conducted by Charitou (2000) about impact of cash flow on dividend policy of companies in Japan. The significant findings from the study that, there is a positive association between earnings of the company and dividend change. They also found the positive connected with cash flow and dividend policy [11]. This study was supported by (Juma,h & Pacheco, 2008; Al-Malkawi,2007; 2009; Ramli, Anil & Kapoor, 2008; Ahmed & Javid, 2010; Mehrani et al. 2011; Kowalewski et al. 2007;  and Hashemi & Zadeh, 2012). In distinction, Gill et al. (2010) found the negative and significant association between earnings and dividend policy [5]. The similar result (negative and significant association between earnings and dividend policy) also found by Anil and Kapoor (2005) and Appannan and Sim (2011). A study was conducted by Al-Malkawi (2007) on Jordan’s listed firms about factors affecting dividend policy. They conclude with the result that; debt financing has a negative and significant relation with the dividend policy [5]. This study also supported by (Kowalewski et al.,2007; Ramli, 2010; Al-Shubiri, 2011). The study indicating higher the debt, higher the dividend. In contrast, Gill et al. (2010), chagand Rhee (1990); Appannan & Sim (2011) found positive and significant relation between debt financing and dividend policy. However, Al-shabibi and Ramesh (2011), AlKuwari (2010); Mehrani et al., (2011), Ahmed and Javid (2009); Gill et al. (2010); and Foroghi et al. (2011); found an insignificant association between dividend policy and debt financing. Gakumo and Nanjala (2016) conducted a study on Nairobi Securities exchange that was about to find out factors that have effect on dividend policy of financial and non-financial companies. They investigate both dividend payout decision and dividend payment. They found a significant role of business risk, financial leverage and EPS (Earning Per Share) in dividend payment decision [11]. These factors determined whether dividend would pay or not. On the other hand, they found positive and significant role of earning per share in dividend payout decision and negative affect of financial leverage and business risk in dividend payment decision. Khan, Naeem, Rizwan, and Salman (2016) conducted a study about the factors affecting dividend policy. They found a significant and negative relation between dividend payment and profitability [5]. They also found high significant and negative connection between dividend payout ratio and leverage. That indicates the high debt financing firms do not pay dividend. The firms reinvest the retained earnings in profitable projects. They identified a negative relation between liquidity and dividend payout. They also found there is no relationship between (P/E) price to earnings ratio and dividend payout. khan, Gul, and Rehan (2013) conduct a study on factors that have impact on dividend policy. Their findings suggested that liquidity, earning per share, profitability and size have a positive association with dividend payout decision and a negative association between dividend decision and sale growth & financial leverage [5]. Bushra and Mirza (2015) conducted a study on factors affecting dividend policy. They concluded with the result that, (ROA) return on asset and (ROE) return on equity have a significant and positive relation with dividend payment [11]. That means, firms gave more dividends who earned more. Ahmad and Javid (2009) suggested the firms with low profitability pay low dividend to its shareholders [5].They also found leverage and growth were negatively associated with dividend payment. Moreover, Khan et al. (2016) observed that, maximum studies on dividend policy carried out world’s developed countries while only a few in developing country like, Bangladesh where further study required to find out importance of dividend policy. Dividend policy is considered the most disputable issue in the world. According to Brealy et al. (2008) in corporate finance dividend policy considered one of top ten indecisive issues which require more research, further study required for higher understanding and better realization. A number of studies are being conduct on dividend policy in the world, but there is no common consensus between them. 
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4. Data and Methodology
4.1 Data and Sources
There are 34 non-banking financial institutions (FIs) in Bangladesh according to Bangladesh Bank web-site [13]. Non-banking Financial Institutions are those, which are conducting their operation under financial institution Act, 1993 and ruled by Bangladesh Bank. The study has considered 21 financial institutions among 34 as population. The sample companies are Bay Leasing & Investment Limited, Bangladesh Finance and Investment Co. Ltd, Delta Brac Housing Finance Corp. Ltd, Fareast Finance & Investment Limited, GSP Finance Company (Bangladesh) Limited, Investment Corporation of Bangladesh, IDLC Finance Ltd, International Leasing & Finance Ltd, IPDC Finance Limited, MIDAS Finance Ltd, National Housing and Finance Ltd, Prime Finance & Investment Ltd, Union Capital Limited, United Finance Limited, Uttara Finance and Investments Limited, FAS Finance and Investment Ltd, Infrastructure Development Company Limited, Industrial and Infrastructure Development Finance Company Limited, Lanka Bangla Finance Limited, Saudi-Bangladesh Industrial and Agricultural Investment Ltd and Phoenix Finance & Investment Limited. Time frame is five years for the study 2015 to 2019. Data collected from annual financial reports of listed and non-listed financial institutions in DSE. Secondary data has used for this study.
4.2 Research Methodology
The study aims to identify the factors that significantly influence the dividend policy of non-banking financial institution in Bangladesh. To analyze determinants of dividend policy of non-banking financial institutions in Bangladesh, we applied panel regression model where we consider dividend payout as dependent variable and Return on asset, Debt to Equity, Growth of the firm, Current ratio, Price to earnings, Return on Equity as independent variable. We also consider the control variables like; country GDP, Interest rate, Exchange rate as independent variable. The variation of panel regression model - the Pooled, Fixed and Random effect model has considered to find out the ultimate result of model - factors determine of dividend policy of non-banking financial institutions in Bangladesh. This model estimated by panel regression using Fixed, Random and Pooled effect models. 
The multiple panel regression model writes as,








ere,  is dividend payment of per share of company i in year t.  indicates company i’s return on asset in year t.  is company i’s debt to equity in t year. shows growth rate of company i in year t.company i’s price to equity in t year   is company i’s return on equity in year t.  GDPit is the GDP in year t.  shows interest rate in year t. it indicates exchange rate in t year.
Table: Dependent and Independent Variables and Its Indicators
	Factor
	Indication

	Dividend Payout Ratio (DPO)
Return on Asset (ROA)
Debt to Equity (DE)
Growth Ratio (GRPE)
Current Ratio (CR)
Price to Earning (PE)
Return on Equity (ROEPE)
Gross Domestic Product (GDP)
Interest Rate (IrR)
Exchange Rate (ExR)

	Independent Variable
Depended Variable
Depended Variable
Depended Variable
Depended Variable
Depended Variable
Depended Variable
Depended Variable
Depended Variable
Depended Variable
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5. Findings and Analysis
5.1 Table 1: Summary Statistics 
	
	Mean
	Median
	Minimum
	Maximum
	Std. Dev.
	Skewness
	kurtosis

	GDP

	7.3900
	7.2800         
	6.5500         
	8.1500
	0.56744
	-0.081273
	-1.2566

	Interest rate

	4.1500         
	3.8400         
	3.0700         
	5.5100
	0.91376
	0.33826
	-1.4458

	Exchange
rate

	80.955         
	80.438         
	77.947         
	84.454
	2.6221
	0.17978
	-1.6636

	Dividend
payout

	14.027         
	2.6000        
	-29.410         
	116.02
	26.518
	2.2402
	4.3021

	ROA

	0.85263         
	1.3600        
	-62.580         
	10.720
	6.7482
	-7.9943
	72.958

	Debt to Equity

	6.9028         
	6.3000
	-1.0700         
	59.010
	7.4909
	4.2169
	24.596

	Growth

	0.12097              
	0.058236        
	-1.8933         
	9.1855
	0.96235
	7.9753
	73.677

	Current ratio

	2.2616         
	1.1903        
	0.12249         
	31.670
	3.9276
	5.0833
	30.514

	Price to Earning

	16.956         
	12.650        
	-77.970       
	291.77
	32.268
	6.1840
	50.537

	ROE
	5.3108         
	10.030
	-136.87         
	24.080
	23.419
	-4.3097
	19.676



Table 1 shows the synopsis of descriptive statistics for dependent and independent variables considered in the study. The mean value draws the average value in the series where the standard deviation describes spread or dispersion of the series. Minimum and maximum value in table-1 represents lower and upper limit of variables during sample time span in the study. Symmetrical or asymmetrical data distribution presented by skewness measurement whereas, peaked and flatness of distribution of the series presented by kurtosis. Positive skewness for all variables indicates distribution of all data series has a long right tail where negative skewness indicates a long-left tail.
Regarding Table-1 the mean value and standard deviation value of Dividend Payout is 14.027 and 26.518. The result suggested that, in this sector average dividend payout ratio is 14.027 and the variation of mean from average value is 26.518. It also shows the dividend payout ratio series is positively skewed and kurtosis is platykurtic.
The descriptive statistics also shows that, the dividend payment defines by the dividend payout policy is not fixed. The deviation depends on company policy. Minimum and maximum value of dividend payout is -29.410 and 116.02. For profitability, the mean value is 0.85263 and standard deviation is 6.7482 for ROA. The mean and standard deviation is 5.3108 and 23.419 for ROE. The results show that, in the non- banking financial institutions sector, average return generating by firms from their total asset is 0.85 percent with maximum and minimum value 10.720 and 62.580. The average return generating from total equity is 5.31 percent with maximum value 24.080 and minimum value -136.8. For both ROA & ROE, data is negatively skewed and kurtosis is platykurtic. The mean value for the debt-to-equity ratio is 6.9028 and standard deviation is 7.4909 with maximum and minimum value 116.02 and -1.0700 respectively. The average leverage in this sector is 6.9028 and deviation from average value is 7.4909. The data is positively skewed and the kurtosis is platykurtic. The mean value for current ratio is 2.2616 and standard deviation is 3.9276 with maximum and minimum value 31.670 and 0.12249. The data is positively skewed and kurtosis is platykurtic. For growth, the mean value is 0.12097 and standard deviation is 0.96235. The average company growth in this field is 0.12097 and deviation from average value is 0.96235. The skewness is positively skewed and kurtosis is platykurtic. The mean value for price to earnings ratio is 16.956 and standard deviation is 32.268. The data is positively skewed and kurtosis is platykurtic.
5.2 Correlation Coefficients
Correlation coefficient is a type of statistical measurement of linear relationship between two distinct variables and their relationship direction. In our study, we will describe the relationship between Dividend payout and the determined variables first. Then, we will consider the linear relationship between other Microeconomics and Macroeconomics variables.
Table 2: Correlation Coefficients
	
	GDP
	Interest rate
	Exchange
rate
	Dividend
payout
	ROA
	Debt to Equity
	Growth
	Current
ratio
	Price to Earning
	ROE

	GDP

	1.0000
	-0.1630
	0.9662
	0.0212
	-0.1968
	0.1602
	0.0832
	0.0896
	0.0946
	-0.2693

	Interest rate

	-0.1630
	1.0000
	-0.0013
	-0.0186
	-0.0765
	0.0727
	0.0300
	-0.0698
	-0.0266
	-0.1035

	Exchange
rate

	0.9662
	-0.0013
	1.0000
	0.0164
	-0.1927
	0.1641
	0.0810
	0.0912
	0.1001
	-0.2649

	Dividend
payout

	0.0212
	-0.0186
	0.0164
	1.0000
	0.1568
	0.1900
	-0.0035
	-0.0985
	0.1912
	0.1786

	ROA

	-0.1968
	-0.0765
	-0.1927
	0.1568
	1.0000
	-0.0141
	0.2612
	0.0503
	0.0817
	0.6637

	Debt to Equity

	0.1602
	0.0727
	0.1641
	0.1900
	-0.0141
	1.0000
	-0.1182
	-0.0387
	0.1156
	-0.4193

	Growth

	0.0832
	0.0300
	0.0810
	-0.0035
	0.2612
	-0.1182
	1.0000
	0.1089
	0.0166
	0.2251

	Current ratio

	0.0896
	-0.0698
	0.0912
	-0.0985
	0.0503
	-0.0387
	0.1089
	1.0000
	-0.0412
	0.0931

	Price to Earning

	0.0946
	-0.0266
	0.1001
	0.1912
	0.0817
	0.1156
	0.0166
	-0.0412
	1.0000
	0.1070

	ROE
	-0.2693
	-0.1035
	-0.2649
	0.1786
	0.6637
	-0.4193
	0.2251
	0.0931
	0.1070
	1.000



Table 2 illustrates that, there is a positive association between dividend policy and profitability. Between dividend of the firm and ROA the correlation is 0.1568 and 0.1786 with ROE. This is because high profitable firm pay high dividend. The correlation between leverage and dividend payment positively associated with each other. The correlation between leverage and dividend payout is 0.19. This result suggests that, firms with higher debt finance provides higher dividend to shareholders. This result also indicates, if the management use creditors fund appropriately there has a high chance to make greater profit. And, after meet the creditors obligation the firm can distribute its rest of the profit portion to its stockholders. The correlation between growth of the company and dividend payment is significantly negative. The correlation between growth of the firm and dividend payout is -0.0035. That suggests the growing companies would pay lower dividend to its stockholders. Companies with growing mood required higher amount of fund to support their growth opportunity. So, they would not able to pay a significant amount to their shareholders as dividend from earnings. Rather, they retain and finance a significant portion of earnings to capture current business growth opportunity. A significant negative correlation has found between dividend payment and liquidity. The correlation between current ratio and dividend payment is -0.0985. The result depicts the importance of cash flow or liquidity in dividend payment. Companies having lower liquidity unable to pay dividend to their shareholders. However, firms with stable liquidity able to pay dividend easily than firms with unstable liquidity. There is a positive association between dividend payout and price to earnings ratio. The correlation between dividend payment and price to earning is 0.1912. The result illustrates that firms with positive earnings tend to pay dividend to its stockholders. 
Moreover, the study considered country GDP, Interest rate, Exchange rate as control variables. A positive correlation has found between dividend payment and GDP and Exchange rate. The correlation between dividend payout and GDP and Exchange rate is 0.0212 and 0.0164 respectively. The correlation between Interest rate and dividend payout is negative. The correlation between these variables is -0.0186.
5.3 Table 3: Pooled Effect Model, Fixed Effect Model, Random Effect Model
	[bookmark: _Hlk74167142]Variables
	Pooled Effect
	Fixed Effect
	Random Effect

	
	Coefficient
	T.
Stat
	P. Value
	Coefficient
	T.
Stat
	P. Value
	Coefficient
	T.
Stat
	P. Value

	GDP
	
	0.4072
	0.6847
	4.51500
	0.2269
	0.8210
	4.99936
	0.2524
	0.8007

	Interest rate

	0.572688
	0.1582
	0.8746
	0.324647
	0.1010
	0.9198
	0.350723
	0.1096
	0.9127

	Exchange rate

	−1.36870
	−0.2887
	0.7734
	−0.390543
	−0.09276
	0.9263
	−0.493126
	−0.1177
	0.9063

	ROA
	−0.313593
	−0.5689
	0.5708
	−0.20792
	−0.4233
	0.6731
	−0.219150
	−0.4485
	0.6538

	Debt to Equity

	1.13844
	2.772
	0.0067
	0.999768
	2.683
	0.0087
	1.01381
	2.741
	0.0061

	Growth
	−0.762945
	−0.2741
	0.7846
	−1.69493
	−0.6768
	0.5003
	−1.59811
	−0.6421
	0.5208

	Current ratio

	−0.773988
	−1.189
	0.2372
	−0.598147
	−0.9610
	0.3391
	−0.619056
	−1.008
	0.3134

	Price to Earnings

	0.090498
	1.127
	0.2627
	0.0824321
	1.110
	0.2698
	0.0834399
	1.135
	0.2565

	ROE
	0.441903
	2.506
	0.0139
	0.391534
	2.492
	0.0145
	0.396905
	2.540
	0.0111

	C
	45.3955
	0.2099
	0.8342
	2.28736
	0.01191
	0.9905
	6.80690
	0.03559
	0.9716

	R2
	0.152279
	
	
	0.360701
	
	
	
	
	

	Adj. R2
	0.071969
	
	
	0.157812
	
	
	
	
	

	DW
	0.468881
	
	
	0.468881
	
	
	0.607500
	
	



5.3.1 Result of Pooled Regression Model
The Pooled effect model shows that, the P-vale of GDP is 0.6847, Exchange rate is 0.7734, Interest rate is 0.8746, ROA is 0.5708, Growth rate is 0.7846, Current ratio is 0.2372 and Price to Equity is 0.2627. These results indicating the respective variables do not explaining dependent variable the dividend payout in a good way. That means the dependent variable dividend payout do not influence by these factors. On the other hand, the P-value of Debt to Equity is 0.0067 and ROE is 0.0139. The results suggested that Debt to Equity and ROE has significant influence in determining dividend payment. Durbin-Watson says that Pooled effect model’s data has a positive auto-correlation. The result suggests the independent variables have an effective explanation of dependent variable. 
5.3.2 Result of Fixed Regression Model
The Fixed effect model shows that, the P-vale of GDP is 0.8210, Exchange rate is 0.9263, Interest rate is 0.9198, ROA is 0.6731, Growth rate is 0.5003, Current ratio is 0.3391 and Price to Equity is 0.2698. These results suggest that, the dividend payment is not influenced by these variables. The P-vale of Debt to Equity is 0.0087 and ROE is 0.0145. These P-vale indicate the dividend payment is determined by these variables. Durbin-Watson suggests that there has a positive auto-correlation in Fixed effect model data. The result suggests the dependent variable significantly explain by independent variables.
5.3.3 Result of Random Regression Model
The Random effect model shows that, the P-vale of GDP is 0.8007, Exchange rate is 0.9063, Interest rate is 0.9127, ROA is 0.6538, Growth rate is 0.5208, Current ratio is 0.3131 and Price to Equity is 0.2565. These results indicate that, on dividend payment decision these variables have no impact. On the other hand, The P-vale of Debt to Equity is 0.0061 and ROE is 0.0111. The results suggest that, the respective variables explain dividend payment significantly. That means they have significant impact in dividend payment decision. Durbin-Watson says that Pooled effect model’s data has a positive auto-correlation. The result suggests the independent variables has a significant explanation of dependent variable.
5.3.4 Summary of Pooled, Fixed and Random Effect Models
All the three models explain that the Debt-to-equity ratio and the ROE are significant factors that have a great impact on dividend payment. The P-value for Debt-to-equity ratio in Pooled effect model is 0.0067 and in Fixed and Random effect model is 0.0087 and 0.0061 respectively. The results indicate the Debt-to-equity ratio or leverage has consider as significant factor that has great impact on dividend payment. The results also suggest that, a firm would pay high or low dividend with its high or low level of leverage. The P-value of ROE is 0.0139 in Pooled effect model and 0.0145 and 0.0111 in Fixed and Random effect model respectively. This results also show ROE as a significant factor that has a significant role in determining dividend policy. It also suggests that, the more the ROE the more the dividend a firm would pay to its shareholders. In these models the rest of the variables do not consider as significant factors that have an important role in determining dividend policy. Though the R- squared and the Adjusted R- squared for Pooled and Fixed effect model are describing these models are less fit for analyzing the data, but Durbin-Watson says that for all the three-models data has a positive auto-correlation. The result suggests the independent variables has an effective explanation of dependent variable. 











CHAPTER SIX:
Conclusion










6.1 Conclusion
This study aims to identify the determinants of dividend policy in non-banking financial institutions in Bangladesh. The time frame for this study is 2015 to 2019. This study considers 21 non-banking financial institutions as sample among total of 34 non-banking financial institutions. Panel Regression Model has applied for final data analysis and to find out the determinants that have significant role in dividend policy. This study considered dividend payout ratio as dependent variable and ROA, Debt to equity ratio, Growth, Current ratio, Price to equity ratio, ROE as independent variables and GDP, Interest rate, Exchange rate as control variables.
The findings from this study suggested a positive relationship between dividend payment and debt to equity, price to earnings and profitability. This result means with the increase of debt to equity, price to earnings and profitability firms will increase dividend payment. It also suggested a negative relationship between dividend payment and company growth and current ratio. That means high current ratio and company growth lead the firms to pay low dividends.
The study applied panel regression model to determine which factors have significant influence on dividend payout ratio. The applied model suggests that, ROE and debt to equity are considered as important variables or factors in determining dividend policy and have been found statistically significant. That means, the study has been found that, no other company specific variables are found statistically significant even after controlling for macro variables in determining dividend policy of non-banking financial institutions in Bangladesh.
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