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Abstract:
The main aim of thisstudy is to examine the association between the
stock price volatility (SPV) and dividend strategies of Pakistani firms
listed at Pakistan Stock Exchange (PSE).The sample comprises of 200
non-financial firms for the period 2000 - 2017. Using Baskin’s
framework, the stock price volatility (SPV) of the firms has been linked
with dividend payment policies along with size of the firms (SF),
leverage (LEV),earnings volatility (EV) and the growth of assets
(GRO).Furthermore, the sway of the worldwide financial crunch on the
bond between SPV and dividend policy is examined. EVexpressively
describes SPV of Pakistani non-financial companies in the course of
crisis period, whereas payout ratio of dividend influences volatility in
pre- crisis and post-crisis sub-periods.
Keywords: Stock Price Volatility, Global Financial Crisis, Dividend Policy

I. Introduction
Nowadays, dividend policy is regarded as the most unsettled and a burning issue
among the finance, business and economics researchers. It has become a complex
dilemma and acts as a mixed blessing for the managers, investors and all other
stakeholders. The literature highlights that wealth of shareholders and firm‟s value are
directly affected by dividend policies as discussed by Asquith and Mullin, (1983), Miller
and Rock, (1985),Baker and Powell, (1999) andSarwar, (2013).The study conducted by
Miller and Rock(1985) shows that dividend payouts have positive signals for future
earnings of the firms.Baskin (1989) is of the view that dividends cover the two sides of
the same coin i.e. it is not only a set of facts, stream into the marketplace, still a signal of
marketplace buoyancy towards the company‟s performance. Usingarbitrage realization
impact, the study suggests that dividends have a tendency to draw in a stock of firms
from its fair price level.
In recent decade the stock markets exhibit a distinct and particular reaction parallel
to their well-established counterparts in developing countries like Pakistan. The literature
reveal that capital markets in developing economies are relatively less efficient, smaller
in size, more volatile and more risky ones (For details see, Kumar and Tsetsekos, 1999;
Ozturk, 2006; Badarau et al.2014;Laopodis and Papastamou, 2016;Bekaert and Harvey,
2017). Now, the world has become a global village due to rapid industrialization over the
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last 20 years but still developing markets are not fully integrated with globalization (For
details see, Harvery, 2012; Bekaert and Harvey, 2017).Over time significant contribution
has beenobserved in generating liquidity in navigating economic development (For
details see, Rousseau and Wachtel, 2000.There are very few studies on the operations of
stock markets of developing economies which are of significant importance to the
stakeholders.
Several studies on developing and developed markets have used the Baskin‟s
theorem for analyzing the role of dividend policy in the share price volatility.It is
thought-provoking that results are somehow inconclusive where some studies show
positive and significant association (see for example, Zakaria et al 2012), while other
studies reveal negative and significant association between the variables (see for
example, Allen and Rachim, 1996;andHussainey, et al 2011) and some of the studies
bring up insignificant associationsbetween the variables (see for example, Rashid and
Rahman, 2009). With reference to developing markets the literature highlights the
industry specific analysis to explore sector specific ups and downs of dividend payouts to
better comprehend the impact on stock marketplace variations.Several studies have
probed the relationship between stockprice volatility (SPV) and dividend policy(DP) in
developing economies. The present study has been directed in an economic specific
context by focusing on non-financial companies listed at Pakistan Stock Exchange.The
role of non-financial sectors is highly significant in transforming the commodity based
sector into industrial one.
The present study has threefold objectives. Firstly, this study is conducted to check
the sway of DP on SPV of non-financial firms listed at Pakistan Stock Exchange.
Secondly, this study is an attempt to probe into the influence of international monetary
crisis on the correlation between dividend strategy and its relation with that of SPV.
Thirdly,the study intends to explore the effectsof company-specific variables i.e. leverage
(LEV), firm size (FS),earnings volatility (EV) and growth in assets (GRO)on the
volatility of share prices of the firms.
The study uses the data of eighteen years (2000 - 2017) with the objective of
unraveling few puzzles relating to the dividend policy by creating a practical constancy
between dividend policies and SPV in non-financial sector.The significance of the study
is that the profound understanding of stock market with reference to dividend payments
gives benefits to all the stakeholders especially the investors and managers. The study is
systematized as follows:- A bird‟s eye view of literature related to SPV and DP has been
given in Section 2. Section 3 provides information related to data gathering procedures,
selectionof variables andestimation of models. Section 4 is mainly concerned with the
results, analysis and interpretation of estimated models and the last section concludes the
overall discussion.

II. Literature Review
A. Stock Price Volatility (SPV)
SPVis used to estimate the risk associated with equity (common stock) i.e. higher
volatility means higher range of risk or higher range of variation.It is vital to note that
stocks with heavy margins carry greater chances of loss as well as heavy profit margins.It
is a common perception that investors choose less risky investments with higher certainty
of returns on their investments (see for example, Kinder, 2002; and Badarau,et al, 2014).
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B. Dividend Policy and Stock Price Volatility
As far as the studies conducted on the developed countries are concerned, a
dominating inverse relationshipbetween dividend yields (DY) and SPV has been revealed
by Baskin (1989) in a holistic research using the data of 20 years of 2344 US firms.The
study concludes that firms having higher yields are linked with lesser risk levels. Same
results are noted in studies conducted for UK by Hussainey et.al.,(2011) and for US by
Profilet and Bacon, (2013).
Parallel studies have also been conducted in developing economies like Pakistan.
Naziret al, (2010) conduct a study for the period 2003-2008 using the data of 73
companies listed at Karachi Stock Exchange. The analysis discloses that both SPV and
DY are positively and significantly related to each other, while payout is inversely linked
with stock price volatility. The study conducted by Shah and Noreen, (2016)point out
that an inverse association exists between SPV and two measures of DP (Dividend
Payouts and Dividend Yields). Using the data of financials firms for the period 20062014 Hamid et al (2017) point out that there exists positive and significant relationship
between SPV and dividend payout ratio (PR). However, there are variation in studies
conducted by Nazir et al and Shah and Noreen (2016) who use the data of non-financial
companies listed at Pakistan Stock Exchange. The present study is an attempt to explore
the relationship between dividend payout policies and SPV of firms through a relatively
new data set focusing on the non-financial companies listed at Pakistan Stock Exchange.
Ramadan (2013) conducts a study on Jordanian industrial companiesto check the
impact of dividend policy onthe volatility of share prices using the data of 12 years
(2000-2011) related to the public industrial firms listed at stock exchange.The study
concludesthat growth in dividend payouts and dividend yieldsare apt to minimize price
volatility in shares. Lashgari and Ahmadi, (2014)describe a noteworthy negative
correlation between DP behavior and SPV of firms listed at Tehran Stock Exchange.
Zakaria et al. (2012) conduct a study based on 77 construction companies listed at Bursa
Malaysia for the period 2005-2010. The results of the study reveal that StockPrice
Volatility for the firms is positively co-related to payout ratios of dividends.

III. Variables, Data and Model
A. Data Collection
In order to collect data from the firmslisted at Pakistani stock exchange, the
sample is taken of 200 non-financialfirmswhich fulfill the following two screening
criteria:
i. The firm must have complete economic information (financial statements)
available for the period of study, and
ii. The firm isconstantly listed at Pakistan Stock Exchange from 2000-2017.
The data for analysis is obtained from the annual financial statementsof all the
companiesfor the period 2000-2017.
B. The Model
The present study is in line with the theoretical context of Baskins (1989) and most
recent experimental studies conducted fordeveloping economies (see for example Sharif
et al, 2015; Sew et al., 2015; Shah and Noreen, 2016; Hamid et al., 2017). Baskin (1989)
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validates that DP is an operative and areal conjecturer of SPV when a number of
industrial and financial factors are well-ordered. The rudimentary regression theorem is
directly related to SPV with two methods of dividend strategy i.e. PR and DY. The
model is given below:
SPV = α0 + α1 DY + α2 PR + ε(1)
The study includesearnings volatility, firm size, leverage andgrowth in assetsas
control variables. The model becomes;
SPV = β0 + β1 DY + β2 PR + β3 FS + β4 EV + β5 LEV + β6 GRO + ε(2)
Where,
FS= Firm Size
EV= Earnings volatility
LEV= Leverage
GRO= Growth in assets
First of all, the averages of all variables for 18 years (2000 to 2017) is computed
thenequation 1 is regressed to examine the relationship between the predictor and
explanatory variables. Equation „1‟ is expanded by following this procedure through the
inclusion of the prescribed control variables. The regression analysis is conducted
againfor finding out the correlational strength between DP and SPV after including the
control variables. In order to assess the effect of worldwide financial calamity on the
given variables, total financial data is classified into three sub-time periods beginning
from pre-crisis (2000-2006), during the time span of crisis, i.e. (2007-2008) and post
disaster time span (2009-2017). After that the regression analysis is executed for all
periods to govern the variations.
C. Measurement of Variables
The dependent variable SPV is computed with yearly array of adjusted share
prices.The range is divided for each year by the average value (mean value), and then
upraised to the 2nd power. Following Baskin (1989) the average value methods of
modification for all existing years have beenchangedto standard deviations method.
SPV is dogged with the help of the following equation:2

SPV =

𝑛
𝑖=1

(𝐻 𝑖 −𝐿𝑖 )/
𝑛−1

(𝐻 𝑖 +𝐿 𝑖 )
2

2

(3)

Where, 𝐻𝑖 𝑎𝑛𝑑 𝐿𝑖 being the highest and lowest stock price for any financial year
‘i’for each non-financial firm and DYis an independent variable which is mainly
calculated for any financial year using the declared dividends per share by dividing the
respective market price of the stock that has been explained and illustrated in Equation
(4) as supported by the previous studies(for details see, Hussaney et al., 2011; Hashemijo
et al., 2012; Sew et al., 2015).For analysis purpose the yearly average of DY for eighteen
consecutive years has been utilized.
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𝑛 𝐷𝑃𝑆 𝑖 𝑃𝑅𝐼𝐶𝐸 𝑖
(4)
𝑖=1
𝑛

In equation (4), DPSiis for dividend per share (DPS) for any financialperiod ‘i’ ,
while „PRICEiis the „price per share‟for any given financial year „i'. It is important to
note that the part of the total residual income distributed as „dividends‟ to the residual
owners is denoted by payout ratio(PR)as measured by Fama, and French, 1988; Bali,
2003; Ayodele and Maxwell, 2017. How generous and liberal a firm is in givingout its
net profits to its investors has always been a great point of concern for the stakeholders,
especially for the investors. PR is, normally expressed as a percentage of net inflows of
the company and the proporation of earnings being distributed to shareholders and is
calculated as the ratio of dividends per share (DPS) divided by earnings per share (EPS)
as illustrated in equation (5) given below.
PR=

𝑛 𝐷𝑃𝑆 𝑖 𝐸𝑃𝑆 𝑖
(5)
𝑖=1
𝑛

Where DPSi is dividend per share for any given financial year ‘i’andwhile „EPSi’is
earning per share for any financial year ‘i’.It is supported byMarshal and McManus, 2011
and Velankar et al, 2017. The average of the variables for 18 year time span has been
utilized for statistical analysis and PR has been set at one when dividends paid exceed
the total net profits for that year.
D. Control Variables
There are fourcontrol variables included in the model which are GRO,LEV, FS,
and EV.
Growth in assets (GRO)
The previous studies indicate that there exists positve and direct bond between
risk, investment opportunities and the gorwth levels (For details see, Demirgunes, 2015;
Khan and Bradbury, 2016; Kouki, 2017;Zainudin, et al 2018). The gist of these studies
indicatesthat higher stock instability and volatility lead to more chances of growth rate
and growth opportunities.
Following Baskin (1989) the present study uses the same basis for estimating
GRO. This technique is also used by Allen and Rachim (1996), Hashemijoo et al. (2012),
Sew et al. (2015), Floyd, et al (2015) andShahiduzzaman, et al (2018). First of all,the
changes in the value of total assets at the close of accounting year is calculated and then
this amount is divided by the value of totalassets at the start of the same financial year to
find out the total percentage of change.The growth in assets is calculated with the help of
equation 6 given below:
∆𝐴𝑆𝑆𝐸𝑇 𝑖
GRO = ( 𝑛𝑖=1
)/𝑛(6)
𝐴𝑆𝑆𝐸𝑇 𝑖

Leverage (LEV)
Previous studies over the past several years have provided authentic evidence
about the relationship between stock market volatility and financial leverage(see for
example, Riccetti et al 2016; Engle and Siriwardance 2017; Carr and Wu, 2017; Boguth
and Simutin, 2018). Similar to Al-Malkawi,(2008) Pan and Liu, 2018), the present study
has used leverage ratio (Total Debt to Total Equity) as proxy to calculate the volume of
financial leverage as shown in the equation (7) below:-
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LEV =

𝑛 𝐷𝐸𝐵𝑇 𝑖 𝐸𝑄𝑈𝐼𝑇𝑌 𝑖
(7)
𝑖=1
𝑛

In equation (7), „DEBTi’ shows total amount of bond/debt for any year ‘i’ and
„EQUITY‟ refers to Share holder‟s equity called „Net Worth‟ or „Internal equity‟ for any
given year ‘i’.
Firm Size (FS)
A number of studies are available in literature related to SPV and FS. Both of them
are hand in glove as pointed out by many researchers like Berggrun, et al (2016) and
Zhang, et al (2016). The financial expert like Black and Scholes, (1974)arguethat
smaller sized firms experience larger volatility and tend to give strong reaction to
idiosyncratic shocks in the early history of industrial revolution. It has also been observed
that economic shocks have robust effects on the prices of small business enterprises
becausesmall firms are less diversified in terms of capacity, location and opeational
capabilities.
Following Baskin (1989) and Sew et al (2015) this study uses naturnal logrithim of
market worth as an indicatorfor FS. The average market value of the firms for the
consectutive eighteen years is used to refelect the size mangnitude. The natural logarithm
transformation is calculated for the market value averages as shownin equation (8)
below:𝑀𝑉
FS = ln 𝑛𝑖=1 𝑖 (8)
𝑛
Where „MVi‟ represents the overall market value of the company for year „i'
Earning Volatility (EV)
The previous studies like Beaver et al (1979) indicate that income of the company
containsfruitful information in terms of its stock prices. Later onand Shiller, (1981) also
reports identical research results which reveal that stock valuesare affected by the
amounts of dividends and earnings. The present study measures EV same way as
measured by several previous studies ( see for example Allen & Rachim, (1996), Zakaria
et al,. (2012), Lashgari and Ahmadi, (2014) and Ghosh, et al, (2018). The average value
of eighteen years is computed and it has been raised to power two. The standard devation
(SD) is calculated as expressed in equation 9 given below:
𝐸𝑉 =

2

𝑛
2
𝑖=1 𝑅𝑖 −𝑅

𝑛−1

(9)

where 𝑅𝑖 is the ratio of „PBIT to Assets‟ for the any given financial year i , and
is calculated as:𝑛
𝑅𝑖
𝑅=
𝑛
𝑖=1
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IV. Interpretation of The Results
A. Descriptive Statistics
The descriptive statistics is presented in Table 1
Table 1: Descriptive Statistics
Panel A
Variables
of Study

complete Sample

Pre-Crisis
2000-2006

Mean

SD

SPV

0.6899

0.2164

Mean
0.7366

SD
0.2512

DY

0.0331

0.0243

0.0239

PR
GRO
FS
EV

0.2681
0.1749
10.1776
0.0612

0.2162
0.7613
1.2931
0.0778

0.2611
0.1629
12.107
0.0855

LEV

0.5055

1.151

0.6358

Panel B
During Crisis
2007-2008
Mean
SD

Post-Crisis
2009-2017

0.9995

0.3901

Mean
0.7304

SD
0.2904

0.0331

0.0234

0.034

0.0255

0.035

0.2671
0.6472
1.1799
0.1109

0.2455
0.0511
11.2981
0.1401

0.2601
0.2174
1.5201
0.1661

0.2507
0.0401
12.0117
0.1001

0.2709
0.1099
1.5092
0.1199

1.1511

0.6309

0.9601

0.4601

2.5401

The Dividend payout ratio (PR) has been nearly same i.e. 26.11%, 24.55% and
25.07% before, during and post crisis respectively. This is also supported by the dividend
yield ratio (DY). The non financial firms have recorded a mean score of 26.81 percent
for PR .This result designates that non-financial companies do not pay higher part of their
earnings as dividends to the investorsbecause firms are not much generaous regarding the
payment of dividends to the shareholders. Generally, the PR for the pakistani firms is less
than those of the developed companies of the world like UK, France, USA, Germany,
Australia other European countries ( For detail see,Allen and Rachim
1996;RashidandRahman 2009;Hussainey et al, 2011; Asghar et al, 2011).
The present study segregates the time span in three sub periods. The results of the
study show that SPV has high values of means and standard deviation i.e. 0.9995 and
0.3901 respectively during crisis. This indicates that during the financial crunch the value
of SPV is higher which means several macro-economic indicatorsplay negative role in
developing countries like Pakistan where infra-structure, financial institutions, financial
markets are not much developed and the quality of operations surely lacks. There is a
corroboration of results with the previous studies conducted in this regard on the
Pakistani firms. The findings indicate that the volatility of the Pakistani firms have
increased resulting in uncertainty during the worldwide monetarist calamity (For detail
see, Ali and Afzal 2012; Ahmed and Donoghue 2010). Furthermore, the results show
that Pakistani firms face high volatility for only two years (2007 and 2008) and SPV has
ultimately reverted to pre-crisis level in the year 2009. The higher values of volatility of
stock returns during the financial crunch may be due to several reasons like shortage of
liquidity, prevalence of systematic amount of risk, speculation, different macro-economic
indicators, and instability of financial markets.
The global economic impact can also be understoodthrough mean score of Earning
Volatility (EV)which shows the values 0.0855, 0.1401 and 0.1001 of pre-crisis, during
crisis and post crisis respectively.Furthermore, average DY and PR values remain
unchanged during three sub-periods i.e. 0.0239, 0.0234 & 0.0255 for DY, and 0.2611,
0.2455 and 0.2507 for PR. These results are consistent with the Ling et al (2008),Habib
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and Hassan (2015) and Lee et al (2016) indicating the stickiness, rigidity and constant
dividend policy of Pakistani firms.
One of the biggest possible elucidations in this phenomenon is that it always tries
to maintain the level of dividends whatever the probability of dividend cuts may occur in
spite of deteriorating circumstances. Skinner, (2008) andDeAngelo et al
(2009)describethat it is all due to the reluctance to cut dividends in the routine
payments.It is observed that dividend smoothing behavior of the Pakistani firms is found
to be inconsistent and unpredictable due to variations occurred in the business
circumstances. The statistical analysis indicates that the firm‟s growth opportunities in
the form of operation, financing and investing are affected significantly due to financial
crisis. The „Table 1‟ shows the growth values 0.1629, 0.0511 and0.0401 in pre, during
and post crisis respectively.
B. Determinants of SPV of non-financial firms
In the first stage, the analysis has been conducted to check the effect of dividend
policy on SPV. While doing so, the SPV estimates with respect to DP and DY are
obtained. The results presented in Table 2 show the existence of an inverse and
significant relationship between SPV and DYas the value of coefficient is -1.989and the
coefficient value of PR is -0.451. As far as the model is concerned, 42.30%of the total
changes in the dependent variable are explained by the independent variables. The
general outcomes indicate that dividend per se definitely has impact on SPV.
Table 2: Regression Results based on Equation (1) for the period 2000-2017
Constant
DY
PR
R = 0.659

Co-efficient

SE

Sig.

0.859
-1.989**
-0.451***
= 0.442

0.021
0.808
0.085
Adj.

46.015
-2.561
-5.197

-0.231
-0.481
= 0.423

0.000
0.013
0.00

= 60.09

In second stepthe model is re-estimated after incorporating control variables as per
equation (2). The results are presented in Table 3 whichindicate the existence of an
inverse and significantrelationship between SPV and DY and same is the case with SPV
and PR. These results are usual and expected and are in accordance with findings of
Baskin‟s (1989). There exists positive and statistically significant relationship between
SPV and EV which reveals that firms will be less risky and more stable if the earnings
are less volatile and these types of firms pay high volume of dividends with relatively
stable stock price movements.
Table 3: Regression Results of Equation (2)
Constant
DY
PR
FS
EV
LEV
GRO
𝑅2

Full Sample
1.000 (0.121)
-1.821** (0.760)
-0.347*** (0.086)
-0.022* (0.111)
0.650*** (0.156)
0.005 (0.014)
0.029* (0.019)
0.505

Pre-Crisis
1.031 (0.170)
-0.567 (0.630)
-0.401*** (0.082)
-0.048*** (0.015 )
0.551 (0.159)
0.009 (0.019)
0.011 (0.029)
0.381

During Crisis
1.44 (0.241)
-0.420 (0.712)
-0.368*** (0.123)
-0.0141 (0.019)
0.669*** (0.159)
0.042 (0.028)
-0.009 (0.129)
0.208

Post-Crisis
1.123 (0.166)
-1.092 (1.192)
-0.426 *** (0.125)
-0.029 (0.018)
0.609*** (0.189)
-0.009 (0.009)
-0.169 (0.232)
0.399
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0.494
0.340
0.187
0.378
Adj. 𝑅 2
F-Stat
27.451
15.687
6.999
17.01
F-Prob
0.000
0.000
0.000
0.000
Note: SE are in parentheses. *,**,*** significant at 10, 5 and 1 % level, respectively.

The relationship between FSand SPV turns up negative. The value of coefficient is
-0.022 which indicates an inverse relationship between the said variables. It means that
large companies are relatively strong in their financial matters, which results in less risks
and ultimately less volatility. The positive and significant link is observed between GRO
and SPVas the value of coefficient is 0.029. The Adjusted R2 has positively improved
from 42.30 percent to 49.40 percent which shows the overall effectiveness of this model
to predict the percentage of variations that correctly affect the model.
In the last stage of this study the investigation about global monetary crunch and
its impact on SPV and dividend policies of the firm is conducted andfor this purpose
equation (2) is re-estimated for the three sub periods. In this study SPV and PR work in
opposite directions in all the time spans whichmeans that national investor always give
weight to those firms which are more flexible and show higher profits, higher payouts,
lower risks and lower price volatility.In all the three sub-periods, EV is significantly corelated with SPV. The researchers agree on this aspect that earnings is a strong financial
indicator to gauge financial performance. The stable announcements of earnings and
dividends may surely increase the chances of stability in stock prices (see for example
Maditinos et al, 2007).
In this model EV as compared to other variables shows the strongest impact on the
value of SPV during crisis as its coefficient value is 0.669.This indicates that when the
whole economy goes into depression during a major economic turmoil, the investors
takeearning ability of firms to be the true representative of firm‟s potentials. The results
also indicate that GROand LEV do not significantly influence stock price
volatility.Lastly, there is low value of Adjusted R2 during the financial crisis (2007 and
2008). The lower value of Adjusted R2 means that there are several other factors that
directly or indirectly affect the value of SPV during monetary crunch.

V. Conclusion and implications
The study investigates the impact of dividend policy on SPV of non-financial
companies listed at Pakistan Stock Exchange using data for the period 2000- 2017. The
results of the study show the existence of negative relationship between SPV and DY.
Moreover, the impact of GRO (especially the fixed assets, property plant and equipment),
LEV, SF, EV on SPV has also been investigated with the sole intent of observing their
influence on the overall results.
The results indicate two dimensions i.e. existence of negative relationship between
payout ratio of dividends and SPV and negative relationship between SPV and DY. The
resultspoint out that as far as SPV is concerned, dividend policy is proved to be an
important predictor in non-financial sector. SPV will be higher if both DY ratio and DP
ratio decline. The relationship between SPV and EV has emerged as significant and
positive which suggests that there may be lesser SPV due to higher stability of the
earnings power of the firm.Furthermore, growth in assets is positively and significantly
correlated with SPV which means more stock‟s riskiness with more growing speed and
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growth opportunities. LEV is positively correlated with SPV, butthis relationship turns
up statistically insignificant. Furthermore, the relationship between SPV and FS appears
to be negative and significant.
It is a common perception that more stability, soundness and profitability are
alwaysenjoyed by the large firmsas these firms experience lower level of stock price
variations.Dividend payout ratio has come up a significant factor in forecasting SPV
(before crisis, during crisis and post crisis) of the non-financial firms. The negative
relationship between SPV and DY is observed which is statistically insignificant.EV is
seen to be positively and significantly correlated with SPV. Dividend payouts
significantly influence the value of SPV before, during andafter crisis sub periods while,
EV has been one of the important determinant of stock price volatility during crisis. It
means investors like other stakeholders are more fretful by the profitability streams of
any business enterprise as compare to the dividend disbursement during the time of crisis
because profits are more significant in elucidating the variation in stock prices during the
time of financial bubbles.Investors, being the risk averse, hope that business enterprises
may remain profitable andlucrative in difficult time spans and business operations may
not be possible to finance without proper cash flows. Another interesting result is that PR
and DY remain stable during the financial crunch and not materially lesser as linked to
the pre and post financial periods.This shows that even in turbulent times, the nonfinancial companies listed at Pakistan Stock Exchange do not cut the amounts of
dividends.
The results show that adjusted R2 is much lesser during financial bubble as
compared to post and pre crisis sub periods which means some factors which are not
included in the model may have strong impact on stock price volatility in financial crunch
as compared to firm-specific variables including currency depreciation, volatile capital
inflows, decreasing export revenues and many more other variables.
For
data
collection the firms are taken from different sectors like manufacturing, textile, mining,
sugar, construction, gas and oil companies and the selection of firms is based on the
availability of data. The results of this study provide clear picture of the whole situation
to the investors which help them to develop, revise and evaluate their portfolio.In all the
circumstances, PR remains significant for the firms to predict SPV in non-financial firms.
The study concludes that generally nonfinancial firms do not cut dividends even at
the time of crisis anddividend declarations convey vital indications to the markets, and it
is a positive sign for the upward share prices for the non-financial companies. So, the top
management of these companies need to put more efforts to manage dividend policies
because their variationshavedirect influence on SPV of the firms. The major limitation of
the study is that the sample size comprises of only 200 non-financial firms which makes
the study assector basedrather than inter-industry based. Resultantly, it does not
represent the SPV behavior of all Pakistani companies listed at stock exchange.
Therefore, it is suggested that a larger sample on different industries over a longer time
spanmay be helpful in obtaining the full understanding on the behavior of dividend
payments in Pakistan. The present study has used sixcompany-specific variables to
analyze their impact on SPV. However, for obtaining relatively better understanding and
explanation of the behavior of the stock prices in Pakistan more new and relevant
variables can be included in the modelsuch as macro-economic variables like GDP,
interest rates, inflation rates, and volatility in capital flows.
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