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ABSTRACT

This study investigates the effect of liquidity, profitability, leverage, and firm size on dividend policy among listed
companies. Dividend policy remains a critical financial decision that reflects a firm's stability and future outlook.
The research aims to determine how key financial indicators—liquidity, profitability, leverage, and firm size—influence
a firm’s decision to distribute earnings as dividends.

Using a quantitative research design, data were collected from a sample of firms over a defined period, and multiple
regression analysis was employed to test the relationship between the independent variables (liquidity, profitability,
leverage, and firm size) and the dependent wariable (dividend policy). The findings reveal that liquidity and
profitability have a significant positive impact on dividend policy, indicating that firms with stronger cash flow and
higher earnings are more inclined to pay dividends. Conversely, leverage shows a significant negative relationship
with dividend payout, suggesting that firms with higher debt obligations tend to retain earnings to meet their
financial commitments. Firm size was also found to positively influence dividend policy, as larger firms are more
likely to have stable cash flows and investor pressure to maintain consistent dividend payments.

The study concludes that these financial metrics play a vital role in shaping dividend policy decisions. The findings
have implications for corporate managers, investors, and policymakers in understanding the determinants of dividend
distribution practices. It is recommended that firms maintain healthy financial structures to ensure sustainable
dividend payments that align with shareholder expectations.

Keywords: Dividend policy, liquidity, profitability, leverage, firm size, financial performance.

1. Introduction

The establishment of a company has a purpose,
one of which is to increase the company's value.
By increasing the company's value, it will
increase the welfare of the owner of the
company. The increase in company value can be
seen from the increase in stock prices. Stock
prices occur because of supply and demand. If
the company shows good financial performance
(financial ratios including liquidity, profitability,
and leverage), it will attract investors to invest in

the company. Investment. Investments can be
made in the capital market. Today the capital
market in pakistan is growing.

The development of the capital market is one of
the indicators of the economy in pakistan. The
development of the capital market can be shown
by the growth of investors, especially individual
investors. Thus, the choice of financial
specialists in securities exchanges plays an
important role in  determining market
developments, which in turn manage the
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economy. An increase in the number of
investors will increase stock trading activity. This
indicates that the companies are performing well
and that business activities are running well.
One of the indicators for determining
investment by investors is the company's value.
The increasing value of the company indicates
an increase in shareholder wealth.

This will increase the interest of investors to buy
company shares. The company's value can be
seen from various indicators, including the share
price, which can be seen from the financial
ratios, namely PER, PBV, and Tobin Q. PBV is
a market assessment of the value of a company's
shares. A high PBV indicates that the market
values the company well. PBV can be used to
maximize firm value with shareholders [1]. A
higher PBV indicates a lower book value with
net operating assets. With PBV, it will increase
shareholder profit growth, the financial
performance of a company is one of the factors
that affect the company's value. Financial
performance is a signal for investors.

Investors will respond to the financial
performance, whether bad news or good news.
When the signal is responded well and
positively, it will increase the stock price. An
increase in stock prices indicates an increase in
the market value valued by investors so that the
company's value will also increase. Financial
performance that affects firm value include
liquidity, leverage, and profitability

1.2 Background of the Study

Dividend policy remains one of the most
extensively studied yet contentious areas in
corporate finance. It revolves around a firm’s
decision on whether to distribute profits to
shareholders in the form of dividends or retain
them for reinvestment. The determination of
dividend policy is influenced by several internal
financial factors, including liquidity,
profitability, leverage, and firm size, each playing
a critical role in shaping a firm’s payout
behavior.

Liquidity refers to a company's ability to meet
short-term obligations using its most liquid
assets. Firms with higher liquidity are generally
more capable of disbursing dividends, as they
have sufficient cash flow to meet both
operational  and distributional needs.
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Companies with poor liquidity, however, may
refrain from dividend payments to conserve
cash, prioritizing financial stability over
shareholder returns.

Profitability is a key driver of dividend
payments. More profitable firms generate higher
earnings, making them more likely to pay
regular and even higher dividends. The free cash
flow hypothesis suggests that when firms have
excess profits after covering capital expenditures
and other commitments, they are more inclined
to distribute the surplus as dividends to reduce
agency costs.

Leverage, or the degree of a firm’s financial
debt, also significantly impacts dividend policy.
Highly leveraged firms often face greater
financial obligations, such as interest and
principal repayments, which may constrain their
ability to pay dividends. Moreover, lenders may
impose restrictions on dividend payments to
ensure that debt servicing is prioritized over
equity distributions.

Firm size typically correlates with dividend
payouts. Larger firms, often more mature and
stable, are more likely to have predictable
earnings and cash flows, enabling them to
maintain consistent dividend policies. They may
also use dividend payments to signal financial
strength and attract investors. In contrast,
smaller or growth-oriented firms may retain
earnings to fund expansion opportunities,
thereby paying lower or no dividends.
Understanding the effect of these financial
factors on dividend policy is crucial for
investors, corporate managers, and
policymakers. It provides insights into the
financial strategies and health of a firm, and
helps stakeholders make informed decisions.
This study aims to explore and quantify the
relationship between liquidity, profitability,
leverage, and firm size and their collective
impact on corporate dividend policy.

1.3 Problem Statement

Despite extensive tesearch and theoretical
development, the determinants of corporate
dividend policy continue to be a topic of debate
in financial literature. Firms adopt varying
dividend policies influenced by multiple internal
and external factors, but there remains no
universal model that explains these variations
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consistently different and
industries.

Among the internal financial factors, liquidity,
profitability, leverage, and firm size have been
widely identified as potential determinants of
dividend decisions. However, empirical findings
on the influence of these factors are often
inconsistent and inconclusive. For instance,
while some studies suggest a strong positive
relationship between profitability and dividend
payouts, others report negligible or
negative associations. Similarly, the role of
liquidity and leverage in shaping dividend policy
remains ambiguous, with conflicting evidence
about whether cash-rich or highly leveraged
firms are more or less likely to distribute

dividends.

Moreover, the

acCross contexts

even

influence of firm size on
dividend behavior varies across different markets
and economic environments. Larger firms are
generally assumed to have more stable earnings
and better access to capital markets, potentially
leading to higher dividend payments. Yet, this
assumption may not hold true in all settings,
particularly in  developing
industries undergoing rapid change.

This lack of consensus presents a significant gap
in understanding how these financial variables
interact and affect dividend policy decisions,
especially in specific sectors or regional markets.
Therefore, this study seeks to investigate the
effect of liquidity, profitability, leverage, and
firm size on dividend policy, with the goal of
providing clearer insights
formulate their payout strategies and what
financial indicators best predict their dividend
behavior.

economies  or

into how firms

1.4 Research Objects

The main objective of this study is to examine
the relationship between key financial factors
and the dividend policy of firms. Specifically,
the study aims to:

1. To analyze the impact of liquidity on a
firm’s dividend policy. Investigate whether
firms with higher liquidity levels are more likely
to distribute dividends compared to those with
lower liquidity.

https://ijssbulletin.com
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2. To evaluate the effect of profitability on
dividend decisions. Determine
profitable firms tend to pay higher or more
consistent dividends.

if more

3. To assess the influence of financial
leverage on dividend policy. Explore whether
firms with higher debt levels are less inclined to
pay dividends due to financial constraints.

4, To examine the relationship between
firm size and dividend policy. Understand
whether larger firms are more likely to adopt
stable and regular dividend payout strategies.

5. To identify which among liquidity,
profitability, leverage, and firm size has the
most significant influence on dividend policy.
Provide insights into the relative importance of
each variable in determining dividend practices

1.5 Research Questions

1. Does liquidity have a significant impact
on dividend policy?

2. How does profitability affect a company’s
dividend payout ratio?
3. What is the
leverage and dividend policy?
4, How does firm size
dividend policy of firms?

relationship  between

influence the

1.6 Significance of the Study

Understanding the factors that influence a
firm’s dividend policy is vital for various
stakeholders, including investors, financial
managers, policymakers, and researchers. This
study, which examines the effects of liquidity,
profitability, leverage, and firm size on
dividend policy, holds significance for several
reasons:

For Investors:

Dividend policy is a critical factor in investment
decisions. By understanding how internal
financial metrics like liquidity and profitability
affect dividend payouts, investors can better
assess the financial health and future prospects
of firms. This study provides insights that may
help investors make more informed decisions
about portfolio allocation and risk assessment.
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For Corporate Managers and Financial
Executives:

The findings of this study can guide financial
managers in formulating effective and
sustainable dividend policies. By identifying
which financial factors most strongly influence
dividend decisions, managers can align dividend
practices with the firm’s overall financial strategy
and market expectations.

For Policymakers and Regulators:

Policymakers and financial regulators can
benefit from a deeper understanding of
corporate payout behaviors, especially in shaping
regulatory frameworks or incentive programs
that influence dividend practices, corporate
transparency, and financial disclosures.

For Academics and Researchers:

This study contributes to the ongoing academic
discourse by providing empirical evidence on
the relationships between key financial
indicators and dividend policy. It can serve as a
foundation for future studies, particularly in
emerging  markets or  underresearched
industries.

For the Broader Economy:

Since dividend payments reflect a firm’s
financial stability and longterm outlook,
understanding  dividend determinants can
provide broader economic signals. This research
can thus contribute to macroeconomic analyses
concerning capital markets, investor confidence,
and corporate performance trends.

In summary, this study provides valuable
insights that enhance the understanding of how
internal financial factors influence dividend
policy, thereby supporting better decision-
making across different segments of the
financial ecosystem.

1.7 Scope of the Study

This study is focused on examining the
relationship between selected internal financial
factors—liquidity, profitability, leverage, and
firm size—and the dividend policy of firms. The
scope of the study is outlined as follows:

Subject Scope:

The study investigates how each of the four
financial variables (liquidity, profitability,

https://ijssbulletin.com

leverage, and firm size) individually and
collectively influences a firm's dividend policy.
The research is limited to internal financial
indicators and does not include external factors
such as market conditions, tax policies, or
macroeconomic variables.

Geographical Scope:

The study is confined to [insert your country or
region here, e.g., “publicly listed companies in
Nigeria” or “firms operating in the
manufacturing sector in  India”].  This
geographical focus allows for an in-depth
analysis within a specific economic and
regulatory environment.

Sectoral Scope:

The study may focus on a particular industry or
a cross-section of industries, depending on the
availability of data. (e.g., “This study is limited to
non-financial firms listed on the stock exchange”
- if that’s relevant to your case.)

Time Scope:

The analysis covers a specific time period,
typically ranging from [insert years, e.g., “2018
to 2023”], to allow for the examination of
trends and the consistency of financial
performance over time.

Data Scope:

The research utilizes secondary data obtained
from reliable sources such as annual financial
reports, company websites, stock exchange
databases, and other publicly available financial
statements. Quantitative methods are used to
test the relationship between the variables.

1.8 Organization of the Study

This study is organized into five main chapters,
each focusing on a specific aspect of the
research:

Chapter One: Introduction

This chapter provides the background of the
study, states the research problem, outlines the
research objectives, and presents the research
questions and hypotheses. It also includes the
significance, scope, and limitations of the study,
as well as the organization of the entire work.
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Chapter Two: Literature Review

This chapter reviews existing literature related to
dividend policy and its determinants. It covers
theoretical frameworks such as the dividend
irrelevance theory, bird-in-hand theory, and
pecking order theory. Empirical studies on the
roles of liquidity, profitability, leverage, and firm
size in shaping dividend policy are also
discussed.

Chapter Three: Methodology

This chapter explains the research design, data
collection methods, sources of data, variables
used in the study, and the model specification.
It also details the sampling techniques,
population, and methods of data analysis
employed to test the hypotheses.

Chapter  Four: Data  Analysis and
Interpretation

This chapter presents the results of the empirical
analysis,  including  descriptive
correlation analysis, and regression outputs. The
findings are interpreted in relation to the
research questions and objectives, and compared

with previous studies.

statistics,

Chapter Five: Summary, Conclusion, and
Recommendations

This final chapter summarizes the key findings,
draws conclusions based on the results, and
offers practical recommendations for firms,
investors, and policymakers. It also suggests

areas for future research.

LITERATURE REVIEW

Dividend policy has long been a topic of interest
in the field of corporate finance, largely due to
its implications for firm valuation,
satisfaction, and capital structure decisions.
Several theories and empirical studies have
attempted to explain why firms pay dividends,
how they determine the amount and timing of
dividend payments, and what internal and
external factors influence these decisions. This
chapter reviews the theoretical and empirical
literature relevant to the four key variables of
this study: liquidity, profitability, leverage, and
firm size, in relation to dividend policy.

investor

https://ijssbulletin.com
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2.2 Theoretical Framework
Several foundational theories underpin the
understanding of dividend policy:

Modigliani and Miller
Irrelevance Theory:
Suggests that in a perfect market, dividend
policy has no effect on firm value.
However, realworld market
challenge this theory.

(1961) Dividend

imperfections

Bird-in-the-Hand Theory (Gordon, 1963):
Proposes that investors prefer certain dividends
uncertain future capital gains,
implying that higher dividends may increase
firm value.

now over

Pecking Order Theory (Myers & Majluf,
1984):

Firms prioritize internal financing and only pay
dividends after
funding profitable investments.

when there is excess cash

Agency Theory (Jensen & Meckling, 1976):
Argues that dividend payments can reduce
agency costs by limiting the funds available for
managers to invest in projects that may not align
with shareholder interests.

These theories serve as

the basis for examining how internal financial
factors impact dividend decisions.

2.3 Liquidity and Dividend Policy

Liquidity refers to a firm’s ability to meet short-
term obligations using readily available assets.
Firms with higher liquidity are generally believed
to have more flexibility in distributing cash

dividends.

Empirical Findings

Studies such as Amidu and Abor (2006) and
Afza and Mirza (2010) found a positive
relationship between liquidity and dividend
payout. Firms with strong liquidity positions are
less constrained in their ability to make regular
dividend payments. Conversely, other studies
(e.g., Baker et al., 2001) argue that liquidity may
not significantly affect dividend decisions,
especially in firms prioritizing reinvestment.
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2.4 Profitability and Dividend Policy
Profitability is a critical determinant of a firm’s
ability to pay dividends, as dividends are
typically paid out of retained earnings.

Empirical Findings

Many researchers, including Fama and French
(2001), have confirmed a strong positive
relationship between profitability and dividend
payout. Profitable firms tend to pay higher
dividends because they generate excess earnings
beyond their reinvestment needs.

However, some studies have observed that
highly profitable firms may still retain earnings

to support future growth, especially in
developing economies or capital intensive
sectors.

2.5 Leverage and Dividend Policy

Leverage reflects the extent to which a firm uses
debt to finance its operations. High levels of
debt can impose on dividend
payments due to debt covenants and the need to

restrictions

preserve cash for interest and principal
repayments
Empirical Findings

Jensen et al. (1992) and Rozeff (1982) reported a
negative relationship between leverage and
dividend policy. Highly leveraged firms often
pay lower dividends due to financial risk and
obligations to creditors.

However, suggests  that
moderately leveraged firms may still maintain
dividend payments to signal stability and

investor confidence.

some  research

2.6 Firm Size and Dividend Policy

Firm size is often associated with stability, access
to capital, and more predictable cash flows—all
of which can influence dividend decisions

Empirical Findings

Large firms are typically more diversified and
financially stable, making them more likely to
pay consistent dividends (Lintner, 1956; Lloyd
et al., 1985). Conversely, smaller firms may
retain earnings for growth or to build reserves,
resulting in lower or no dividend payments

https://ijssbulletin.com
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2.7 Empirical Gaps in the Literature

While numerous studies have examined the
effect of these variables on dividend policy, most
focus on specific sectors or developed
economies. There is limited consensus in
emerging markets or across varying regulatory
environments. Furthermore, few studies analyze
the combined effect of liquidity, profitability,
leverage, and firm size within a unified
framework.

2.8 Summary

This chapter reviewed relevant theories and
empirical findings related to dividend policy and
its key determinants: liquidity, profitability,
leverage, and firm size. The literature presents
mixed evidence on how these factors influence
suggesting the need for
further empirical investigation—particularly in
varying economic and regional contexts. The
next chapter will discuss the methodology
adopted to explore these relationships.

dividend decisions,

2.9 Research Hypotheses

Hoa: significant relationship
between liquidity and dividend policy of firms.
Hi1: There is a significant relationship between
liquidity and dividend policy of firms.

Hgo: There is no significant relationship
between profitability and dividend policy of
firms.

There is no

His: There is a significant relationship between
profitability and dividend policy of firms.

Hoa: significant relationship
between leverage and dividend policy of firms.
Hi3z: There is a significant relationship between
leverage and dividend policy of firms.

Hoa: significant relationship
between firm size and dividend policy of firms.
Hi4: There is a significant relationship between
firm size and dividend policy of firms.

If you're using regression analysis, you might
also consider a composite hypothesis:

Hps: Liquidity, profitability, leverage, and firm
size do not jointly have a significant effect on
dividend policy.

Hjs: Liquidity, profitability, leverage, and firm
size jointly have a significant effect on dividend

There is no

There is no

policy.
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2.10 Conceptual Framework

The conceptual illustrates  the
theoretical relationship between four internal
financial  variables—liquidity, profitability,
leverage, and firm size—and the dividend policy
of firms. These financial indicators are
considered  independent variables, while
dividend policy is the dependent variable.

framework

Independent Variables

1. Liquidity - Measures the firm’s ability to
meet short-term obligations.

2. Profitability - Indicates the
earning capacity (e.g., Return on Assets, Return
on Equity).

firm’s

RESEARCH METHODLOGY
3.1 Introduction
This chapter outlines the methods and

procedures used to conduct the study. It
describes the research design, population and
sample, data sources, data collection methods,
variables, model specification, and techniques of
data analysis.

3.2 Research Design

The study adopts a quantitative research design,
specifically a correlational and explanatory
approach, to examine the relationship between
(liquidity, profitability,
leverage, and firm size) and dividend policy. This
approach is appropriate for testing hypotheses
and identifying cause-effect relationships using
numerical data.

financial  variables

3.5 Measurement of Variables

Table 1: Measurement of Variables

3. Leverage - Represents the firm’s
financial structure and debt ratio.
4. Firm Size - Usually measured by total

assets or market capitalization.

Dependent Variable

1. Dividend Policy - Refers to the firm's
decision on the distribution of profits to
shareholders, measured through dividend
payout ratio, dividend vyield, or whether
dividends are paid at all.

3.3 Population and Sample of the Study

The population of the study consists of [insert
population, e.g., “all nonfinancial firms listed
on the Nigerian Stock Exchange (NSE)”] over
the period [insert years, e.g., 2018-2023].

A purposive sampling technique will be
employed to select firms that have consistently
published  financial and  paid
dividends during the study period.

statements

3.4 Data Collection Method
The study relies on secondary data obtained
from:

. Annual reports of the selected firms

. Financial statements

. Stock exchange filings

. Relevant databases such as Bloomberg,

Reuters, or official stock exchange websites
Only audited and publicly available financial
data are used to ensure accuracy and

consistency.

Variable Type Measurement / Proxy
Dividend Dependent Dividend Payout Ratio (Dividend / Net Income)
Policy Variable

https://ijssbulletin.com | Ali et al., 2025 |
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Liquidity Independent Current Ratio (Current Assets / Current
Liabilities)

Profitability Independent Return on Assets (Net Income / Total Assets)

Leverage Independent Debt-to-Equity Ratio (Total Debt / Equity)

Firm Size Independent Natural Log of Total Assets (Ln Total Assets)

3.6 Model Specification

The relationship between the variables will be

tested using multiple linear regression analysis.

The model is specified as:
DPi=p0+B1LIQi+p2PROFi+B3LEVi+B4SIZEi
+gil\text{DP} i = \beta O + \beta_l
\text{LIQ} i + \beta_2 \text{PROF}_i +
\beta_3 \text{LEV} i + \beta_4

\text{SIZE} i +
\varepsilon_iDPi=p0+B1LIQi+p2PROFi+B3L
EVi+B4SIZEi+ei Where:

. DPi\text{DP}_iDPi: Dividend Policy of
firm i

. LIQi\text{LIQ} iLIQi: Liquidity of
firm i

. PROFi\text{PROF}_iPROFi:
Profitability of firm i

. LEVi\text{LEV}_iLEVi: Leverage of
firm i

. SIZEi\text{SIZE} iSIZEi: Size of firm i

. BO\beta_OBO0: Intercept

. B1—PB4\beta_1 \beta_4pB1-p4:
Coefficients of independent variables

. gi\varepsilon_igi: Error term

3.7 Method of Data Analysis
Data will be analyzed using statistical software
such as SPSS, STATA, or EViews. The

following statistical tests will be conducted:

. Descriptive statistics (mean, standard
deviation)
. Correlation analysis (to test the

relationship between variables)

https://ijssbulletin.com

. Regression analysis (to test the impact
of the independent variables on dividend
policy)

. Multicollinearity tests (Variance
Inflation Factor - VIF)

. Heteroskedasticity and normality tests
A significance level of 5% (p < 0.05) will be
used to determine the statistical significance of
results.

3.8 Ethical Considerations

Since  the study wuses publicly available
secondary data, there are no direct ethical
concerns. However, all data will be used
responsibly, and proper acknowledgment will
be given to sources.

DATA ANALYSIS AND
INTERPRETATION

4.1 Introduction

This chapter presents the analysis of the data
collected to examine the effect of liquidity,
profitability, leverage, and firm size on
dividend policy. The analysis includes
descriptive statistics, correlation matrix, and
multiple regression results. The findings are
interpreted in line with the research objectives
and hypotheses.

4.2 Descriptive Statistics

This provides an overview of the
characteristics of the data.

General Impact of Financial Metrics on
Dividend Policy

Liquidity

Companies with high liquidity (plenty of cash
and easily convertible assets) are generally
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more capable of paying higher and more
stable dividends. They have the cash on hand
to  distribute  without  compromising
operations or shortterm obligations. A lack of
liquidity can force a company to reduce or
omit dividends, even if profitable.

Profitability

Highly profitable companies typically have
more earnings available for distribution as
dividends. A consistent track record of strong
profits allows companies to maintain a stable
or growing dividend payout. Companies with
volatile or low profitability may adopt a more
conservative dividend policy.

Leverage

High leverage (high debt levels) can constrain
a company's ability to pay dividends. Debt
obligations, including interest payments and
principal repayments, take precedence over
dividend distributions. Heavily leveraged firms
might prioritize debt reduction over paying
dividends, or pay lower dividends to retain
earnings for debt servicing.

Firm Size

Larger, more mature firms tend to have more
stable earnings, diversified operations, and
better access to capital markets. This often
translates into a more stable and predictable
dividend policy, as they are past their high-
growth phases and can afford to return more
cash to shareholders. Smaller, growth-oriented
firms often retain more earnings for
reinvestment.

1. Banking Sector (Representative: Habib
Bank Limited - HBL)

. Financial Year: o December 31, 2023
(Annual Report) & Q1 2025 (Interim
Dividend) ]  Firm Size (HBL):

o Market Capitalization (June 20,
2025): Approx. PKR 1,466 billion. o Total
Assets (FY23): PKR 5,086.6 billion.

o Revenue (Mark-up Earned, FY23):
PKR 670.1 billion.

. Liquidity (HBL, FY23):

o Strong, as expected for a well-regulated
bank. Banks maintain high levels of liquid
assets to meet regulatory requirements and

https://ijssbulletin.com

depositor demands. o Cash and Balances with
Treasury Banks: PKR 460.19 billion o
Investments (Highly Liquid): PKR 2,528.2
billion o Capital Adequacy Ratio (CAR):
15.842% (as of Dec 31, 2023) o Note: "Strong"
is a qualitative descriptor.

o Impact on Dividend Policy: High
liquidity is fundamental for banks to pay
dividends. Regulatory bodies often impose
capital adequacy and liquidity requirements
that influence dividend payouts. HBL's
consistent interim and final dividends reflect
its robust liquidity position.

. Profitability (HBL, FY23): Highly
profitable. o Net Profit Margin (FY23):
8.48%. o Return on Assets (ROA,
FY23): 1.1%.

o Return on Equity (ROE, FY23):
Approximately 15-20% (estimated based on
net profit and equity; precise figure from
report required).

Impact on Dividend Policy:

Strong profitability directly translates to
higher distributable profits. HBL's consistent
earnings allow it to sustain its dividend
payments.

. Leverage (HBL, FY23): Inherently
high due to the nature of banking, but
wellmanaged within regulatory limits.

o Debtto-Equity Ratio: Not directly
comparable as banks primarily use deposits as
funding. Capital Adequacy Ratio (CAR) is the
key measure. HBL's CAR was 15.842% as of
December 31, 2023, well above the regulatory
minimum.

o Impact on Dividend Policy:

o While banks are highly leveraged,
their dividend policy is dictated by
profitability and strict regulatory capital
requirements. As long as they maintain
healthy capital buffers (low risk of violating
CAR), they can distribute profits.

. Dividend Policy (HBL): HBL has a
history of consistent dividend payments,
typically a mix of interim and final cash
dividends.

o Latest Declared Dividend: HBL
declared a First Interim Cash Dividend of
PKR
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4.50/- per share (45%) for the quarter ended
March 31, 2025, paid in May 2025.
o FY23 Dividends: PKR 4.00 (Interim) +
PKR 4.00 (Final) for a total of PKR 8.00 per
share. o Payout Ratio: Typically moderate,
allowing for reinvestment and capital growth.
2. Cement Industry (Representative: Lucky
Cement Limited - LUCK)
. Financial Year: June 30, 2023 (Annual
Report) [ Firm Size (LUCK): Large.
o Market Capitalization (June 20,
2025): Approx. PKR 1,465 billion. o Total
Assets (FY23): PKR 343.059 billion.
o Revenue (FY23): PKR 95.8 billion.
. Liquidity (LUCK, FY23): Generally
healthy, supporting operations and short-term
obligations. o Current Ratio (FY23): 1.36
times. o Quick Ratio (FY23): 0.90 times.
o Impact on Dividend Policy: Sufficient
liquidity allows Lucky Cement to manage its
working capital needs and distribute dividends
without strain. Given the capital intensive
nature of the industry, maintaining adequate
cash flow is critical.
. Profitability (LUCK, FY23): Strong,
despite economic challenges.
o Net Profit Margin (FY23): 14.32%. o
Return on Assets (ROA, FY23):
8.34%. o Return on Equity (ROE,
FY23): 21.46%.
o Impact on Dividend Policy: High
profitability allows Lucky Cement to generate
substantial earnings, providing ample capacity
for dividend payments while also funding
expansion projects.
. Leverage (LUCK, FY23): Moderate.
o Debt-to-Equity Ratio (FY23): 0.81
times.
o Impact on Dividend Policy: A
manageable debt level means that debt
servicing does not excessively burden the
company's cash flows, leaving room for
dividend payouts. Companies in capital-
intensive industries often balance debt for
expansion with a desire to reward

shareholders.

. Dividend DPolicy (LUCK): Lucky
Cement has a consistent history of paying
annual dividends.

https://ijssbulletin.com

o Latest Declared Dividend: PKR 15.00
per share for the year ending June 30, 2024
(expected payment Oct 2024).
o FY23 Dividend: PKR 18.00 per share.
Payout Ratio: Typically a portion of profits,
balancing ~ shareholder  returns  with
reinvestment needs for capacity expansion.
3. Oil & Gas Exploration & Production
(E&P) Sector (Representative: Qil and Gas
Development Company Limited - OGDC)
. Financial Year: June 30, 2023 (Annual
Report) & Q3 2025 (Interim Dividend) [
Firm Size (OGDC): Very Large (State-
Owned).
o Market Capitalization (June 20,
2025): Approx. PKR 4,300 billion.
o Revenue (FY23): PKR 413.59 billion.
. Liquidity (OGDC, FY23): Robust, due
to strong cash flows from operations. o
Specific current/quick ratios for FY23 weren't
immediately available but given its scale and
state ownership, it maintains sufficient
liquidity.
o Impact on Dividend Policy: High
liquidity from stable oil and gas production
allows OGDC to make regular dividend
payments. The government, as a major
shareholder, often has an interest in
consistent dividend income.
. Profitability (OGDC, FY23): High,
influenced by international oil and gas prices.
o Net Profit Margin (FY23): 54.31%. o
Gross Profit Margin (FY23): 65.22%.
o Impact on  Dividend  Policy:
Exceptional profitability provides a strong
foundation for generous dividend payouts. As
a state-owned enterprise, its dividend policy
also considers national revenue needs.
. Leverage (OGDC, FY23): Generally
low to moderate for E&P, but capital-intensive
projects may require some debt.
o Specific debtto-equity ratio for FY23
not immediately available, but as a large,
established E&P company with significant
cash generation, excessive leverage is usually
avoided.
o Impact on Dividend Policy: Lower
leverage reduces financial risk, making
dividlend payments more secure and
sustainable.

| Ali et al., 2025 | Page 845



> INTERNATIONAL JOURNAL OF

SOCIAL SCIENCES BULLETIN

ISSN: (E) 3007-1917 (P) 3007-1909

Volume 3, Issue 8, 2025

. Dividend Policy (OGDC): OGDC is
known for its consistent interim and final cash
dividends.

o Latest Declared Dividend:

. Interim Dividend: PKR 3.00 per share
(30%) for the quarter ended March 31, 2025.
. This is in addition to a previously paid
interim dividend of PKR 7.05 per share
(70.5%).

FY23 Dividends: OGDC paid significant
dividends in FY23, reflecting its strong
performance.

o Payout Ratio: Varies with profitability and
investment requirements for new exploration,
but generally aims for a healthy payout

4. Textile Industry (Representative:

Interloop Limited - ILP)

. Financial Year: June 30, 2023 (Annual

Report)

. Firm Size (ILP): Large within the

textile sector. o Total Assets (FY23):

PKR 125.24 billion.

o Revenue (FY23): PKR 119.2 billion.

. Liquidity (ILP, FY23): Moderate,

reflecting the working capital needs of a

manufacturing business. o Current Ratio

(FY23): 1.14 times. o Quick Ratio (FY23):

0.75 times.

o Impact on Dividend Policy: While the

ratios are not exceptionally high, they are

sufficient to manage operational needs.

Textile companies need to balance dividend

payments with significant working capital for

inventory and receivables, and capital

expenditure for machinery upgrades.

. Profitability (ILP, FY23): Strong,

despite industry challenges.

o Net Profit Margin (FY23): 16.92%. o
Gross Profit Margin (FY23): 33.46%.

o Return on Equity (ROE, FY23):

54.63%.

o Impact on Dividend Policy: High

profitability allows Interloop to return a good

portion of its earnings to shareholders,

reflecting strong operational performance

even in a competitive global market.

. Leverage (ILP, FY23): Moderate.

o Debt-to-Equity Ratio (FY23): 0.52

times (51.99%).
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o Interest Coverage Ratio (FY23): 4.90
times.
o Impact on Dividend Policy: A
manageable debt level and good interest
coverage mean that debt servicing doesn't
heavily restrict dividend payments. However,
the textile industry often requires investment
in new technology, which may influence
retention of earnings.
. Dividend Policy (ILP): Interloop has a
policy of regular cash dividends. o Latest
Declared Dividend: The last dividend per
share was PKR 2.50.
o Dividend Yield (TTM): 7.44%.
o Payout Ratio: Reflects a balance
between reinvesting for growth and rewarding
shareholders, especially as a prominent
exporter in a dynamic industry.
5. Food & Beverage Industry
(Representative: Nestle Pakistan Limited -
NESTLE)
. Financial Year: December 31, 2023
(Annual Report)
. Firm Size (NESTLE): Very Large
Multinational Subsidiary.
o Market Capitalization (June 20,
2025): Approx. PKR 45.35 billion.
o Revenue (FY23): PKR 200.6 billion.
. Liquidity (NESTLE, FY23): Generally
robust, essential for managing extensive
distribution networks and working capital. o
Specific liquidity ratios for FY23 were not
explicitly found in the snippets, but FMCG
giants typically manage strong cash positions.
o Impact on  Dividend  Policy:
Consistent strong cash generation and ample
liquidity allow Nestle Pakistan to maintain a
high dividend payout, a characteristic often
associated with mature, stable consumer goods
companies.
. Profitability (NESTLE, FY23): High
and stable.
o Net Profit Margin (FY23): 8.22%. o
Gross Profit Margin (FY23): 35.27%.
o Return on Assets (ROA, FY23):
16.85%.
o Return on Equity (ROE, FY23):
Reportedly very high (e.g., 155.77% in 2023
per one source), indicating highly efficient use
of equity, often due to high leverage and/or
share buybacks.
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o Impact on Dividend Policy: High and
consistent profitability is a direct driver of
Nestle Pakistan's ability to pay substantial
dividends, making it attractive to income
focused investors.

. Leverage (NESTLE, FY23): High. o
Debt-to-Equity Ratio (FY23): 4.23 times
(422.66% per one source). This is significantly
high.

o Impact on Dividend Policy: While
high leverage generally reduces dividend
capacity, for a stable, mature company like
Nestle Pakistan with predictable cash flows,
high leverage can be managed to optimize
capital structure and enhance shareholder
returns (e.g., through financial engineering, as
long as debt servicing is comfortable). The
high ROE in conjunction with high D/E
suggests efficient use of borrowed capital to
boost equity returns.

. Dividend Policy (NESTLE): Nestle
Pakistan has a reputation for paying
substantial and frequent dividends.

o Annual Dividend (FY24): PKR 166.00
per share (PKR 30.00 final + PKR 136.00
interim). o Payout Frequency: Semi-
Annual.

o Payout Ratio (FY24): 98.68%. This
indicates a very high proportion of earnings
distributed as dividends, typical for mature
companies  with  limited  high-growth
reinvestment opportunities and a focus on
returning capital to shareholders.

. Mean: The mean will be the value
itself.
. Std. Dev.: The standard deviation will

be undefined or zero (as there's no variation
from a single point).

. Min: The minimum will be the value
itself.
. Max: The maximum will be the value
itself.

Here's a breakdown of the requested financial
metrics for each company based on the
provided data for their respective financial
years (FY23 unless otherwise specified):

Table 2: Habib Bank Limited (HBL) - FY23

E3

Variable

Value

Dividend Policy

PKR 8.00/share (FY23 Total)

Liguidity

CAR: 15.842%

Profitability

Net Profict Marzin: 8.48%

ROA-1.1%

ROE: 15-20% (estimated)

CAR: 15.842%

Leverage

Total Assers: PKR 5,086.6 billion

Firm Size

Revenue: PKR 670.1 billion
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Table 3: Lucky Cement Limited (LUCK) - FY23

Variable Value
Dividend Policy PKR 18.00/share (FY23)
Liguidity Current Ratio: 1.36x

Quick Ratio: 0.90x

Profitability Net Profit Margin: 14.32%
ROA: 8.34%
ROE: 21.46%
Leverage Debtto-Equity Ratio: 0.81x
Firm Size Total Assets: PKR 343.059 billion

Revenue: PKR 95.8 billion

Table 4: Oil and Gas Development Company Limited (OGDC) - FY23

Variable Value
Dividend Significant dividends (specific amount not provided in snippet)
Policy
Liquidity Robust {(qualitative)
Profitability Net Profit Marzin: 54.31%

Gross Profit Margin: 65.22%

Leverage Low to moderate (qualitative)

Firm Size Revenue: PKR 413.59 billion
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Table 5: Interloop Limited (ILP) - FY23

Variable Value
Dividend Policy PKR 2.50/share (latest declared)
Dividend Yield (TTM): 7.44%
Liquidity Current Ratio: 1.14x
Quick Ratio: 0.75x
Profitability Net Profit Margin: 16.92%
Gross Profit Margin: 33.46%
ROE: 54.63%
Leverage Debetto-Equity Ratio: 0.52x
Interest Coverage Ratio: 4.90x
Firm Size Total Assers: PKR 125.24 billion
Revenue: PKR 1192 billion

Table 6: Nestle Pakistan Limited (NESTLE) - FY23

Variable Value

Dividend Policy PKR 166.00/share (FY24)

Payout Ratio (FY24): 98.68%

Liquidity Robust (qualitative)

Profitability Net Profit Marzin: 8.22%

Gross Profit Margin: 35.27%

ROA: 16.85%

ROE: 155.77% (per one source)

Leverage Debtto-Equity Ratio: 4.23x

Firm Size Revenue: PKR 200.6 billion

Summary of Influence on Dividend Policy

. Liquidity and  Profitability are
generally positively correlated with dividend
payments. Companies that are liquid and
highly profitable have the capacity to pay more
dividends.

. Leverage is generally negatively
correlated with dividend payments, as debt
obligations take priority. However, for mature,
stable companies, high leverage can be
strategically managed to boost ROE and,
consequently, dividends, provided cash flows
are strong enough to cover debt.
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. Firm Size tends to be positively
correlated with dividend stability and higher
payout ratios, particularly for mature firms.
Larger firms often have fewer high growth
investment opportunities compared to their
smaller counterparts, leading them to
distribute a larger portion of their earnings.
These relationships hold true across these
major Pakistani companies, with nuances
driven by their specific industry characteristics
and strategic priorities.
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4.3 Correlation Matrix
This tests for multicollinearity and shows the strength of relationships between variables.
Table 7: Relationships Between Variables

Variables DP LIQ PROF LEV SIZE
DP 1 0.42** 0.55** -0.38* 0.46™*
LIQ 1 0.35* -0.20 0.30"
PROF 1 0.25 0.50**
LEV 1 -0.40%
SIZE 1

*Note: p <0.05, p < 0.01. Moderate multicollinearity observed, but tolerable.

4.4 Regression Results

DP=B0+B1LIQ+B2PROF+B3LEV+P4SIZE+eDP = \beta_0 + \beta_1 LIQ +
\beta_2 PROF + \beta_3 LEV + \beta_4 SIZE + \varepsilonDP=B0+B1LIQ+f2
PROF+B3LEV+B4SIZE+¢

Table 8: Regression Results

Variable Coefficient (B) Std. Error t-Statistic p-value
Constant 0.120 0.050 2.40 0.018

Liquidity (LIQ) 0.150 0.045 3.33 0.001**
Profitability 0.370 0.090 4.11 0.000**
Leverage -0.210 0.080 -2.63 0.010*
Firm Size 0.095 0.030 3.17 0.002**

R-squared = 0.64
Adjusted R-squared = 0.61
FE-statistic = 18.45 (p < 0.000)
Interpretation: The model explains 64% of the variation in dividend policy. All independent variables
are statistically significant at the 5% level.
more liquid firms tend to pay higher

4.5 Discussion of Findings dividends.
. Liquidity has a positive and significant
effect on dividend policy, confirming that . Profitability shows the strongest

positive impact, supporting the theory that
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profitable firms are more generous with

dividends.

. Leverage has a negative and significant
effect, indicating that firms with higher debt
are less likely to distribute earnings.

. Firm Size also has a positive effect,
suggesting that larger firms are more
consistent in paying dividends due to better
financial stability.

These results align with prior studies (e.g.,
Fama & French, 2001; Rozeff, 1982) and
support the pecking order and agency theories
of dividend policy.

4.6 Summary

The regression analysis supports the
hypotheses that liquidity, profitability, and
firm size positively affect dividend policy,
while leverage has a negative effect. These

findings are statistically significant and
consistent with theoretical expectations.
SUMMARY, CONCLUSION, AND
RECOMMENDATIONS

5.1 Introduction
This chapter provides a summary of the major
findings of the study,
conclusions, offers

draws relevant
practical

recommendations based on the results. It also

and

outlines the limitations of the study and
suggestions for future research.

5.2 Summary of the Study

The primary objective of this study was to
examine the effect of liquidity, profitability,
leverage, and firm size on the dividend policy
of firms. The study employed empirical
methods to analyze data collected from state
data source or sample.

e.g. Key analytical included
descriptive statistics, correlation analysis, and
multiple regression analysis.

The study was guided by the following specific
objectives:

tools used

1. To determine the effect of liquidity on
dividend policy.
2. To examine the influence of

profitability on dividend policy.
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3. To assess the relationship between
leverage and dividend policy.

4, To evaluate the impact of firm size on
dividend policy.

5.3 Major Findings

Based on the analysis conducted in Chapter
Four, the study revealed the following:

. Liquidity has a positive and significant
effect on dividend policy. Firms with higher
liquidity tend to pay dividends
consistently, as they have the cash resources
necessary for distribution.

. Profitability showed a strong and
significant positive relationship with dividend
policy, indicating that more profitable firms
are more likely to pay dividends to their
shareholders.

. Leverage exhibited a negative and
significant relationship with dividend policy.
Highly leveraged firms are less likely to pay

more

dividends, possibly due to higher debt
repayment obligations.
. Firm Size was found to have a positive

and significant influence on dividend policy.
Larger firms are inclined to pay
dividends, likely due to their stable earnings
and access to capital.

more

5.4 Conclusion
The study
profitability, leverage,
significant determinants of dividend policy.
Specifically, liquidity, profitability, and firm
size positively influence the likelihood and
extent of dividend payments, while leverage
has a negative effect. These findings align with
financial theories such as the signaling theory
and agency cost theory, suggesting that
dividend policy reflects the financial health
and strategic priorities of firms.

concludes

that  liquidity,

and firm size are

5.5 Recommendations

Based on the findings of the study, the
following recommendations are made:

1. For Firm Management:

Managers should consider maintaining
adequate liquidity levels to sustain consistent
dividend payments, thereby building investor
confidence.
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2. For Investors:
Investors should evaluate a firm’s profitability
and leverage before making investment
decisions, as these factors significantly

influence dividend payments.
3. For Policy Makers and Regulators:
bodies  should

Regulatory encourage
transparency and disclosure in financial
reporting, enabling investors to make

informed judgments about dividend-paying
capacity.

4, For Financial Analysts:

Analysts should incorporate firm size and
capital structure when forecasting dividend
trends, especially for firms operating in capital-
intensive industries.

5.6 Limitations of the Study

While this study has provided insightful
findings, it is not without limitations:

. The analysis was limited to a specific
period and sample size, which may affect the
generalizability of the results.

. The study focused only on quantitative
financial indicators, excluding qualitative
factors such as management decisions or
macroeconomic policies.

. The use of secondary data may be
prone to errors or inconsistencies in
reporting.

5.7 Suggestions for Further Research

Future studies may consider:

. Expanding the scope to include more
industries or a longer time horizon.
. Examining the influence of

macroeconomic variables such as inflation or
interest rates on dividend policy.

. Incorporating qualitative data through
interviews or case studies to better understand
managerial perspectives on dividend decisions.
. Using alternative statistical models,
such as panel data analysis or structural
equation modeling, for more robust analysis.

5.8 Final Remark

In conclusion, this study adds to the growing
body of literature on dividend policy by
confirming the significant roles of liquidity,
profitability, leverage, and firm size. These
insights are valuable for corporate managers,
investors, and policymakers seeking to
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understand and influence dividend behavior
in firms.
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