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CORPORATE GOVERNANCE AND ITS IMPACT ON STOCK MARKET: A CASE STUDY OF SELECT 
PHARMACEUTICAL COMPANIES OF INDIA 

 

MEGHA VILTORIA 
RESEARCH SCHOLAR 

DEPARTMENT OF COMMERCE 
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ABSTRACT 
The issue of Corporate Governance began to become an important discussion, especially in India which has experienced a prolonged crisis since 1998. The parties 
who said that the length of the process of repairing the crisis problem that occurred in India was caused by the very weak Corporate Governance implemented in 
companies in India, both the government and investors who began to give significant attention in the practice of Corporate Governance. Corporate governance is 
a process used by company managers to increase corporate accountability in realizing value to shareholders in the long run to consider the interests of the company. 
This study aims to evaluate the application of good corporate governance to the stock prices of Indian Pharmaceutical companies. It is used a descriptive method 
with a quantitative approach. The population in this study is the Pharmaceutical companies in India from 2018-19 to 2022-23. The research data uses secondary 
information, and financial statements of the companies. The results of the study indicate that the Independent Commissioner and Managerial Ownership have an 
impact on stock prices, while the Institutional Ownership does not have an impact. 
 

KEYWORDS 
corporate governance, pharmaceutical companies, stock prices. 
 

JEL CODES 
G30, G32. 
 

INTRODUCTION 
he issue of Corporate Governance began to become an important discussion, especially in India which has experienced a prolonged crisis since 1998. The 
parties who said that the length of the process of repairing the crisis problem that occurred in India was caused by the very weak Corporate Governance 
implemented in companies in India, both the government and investors who began to give significantly attention in the practice of Corporate Governance 

(Farida, 2019). Corporate governance is a process used by company managers to increase corporate accountability in realizing value to shareholders in the long 
run to consider the interests of the company (Bhaghat, & Black 2002). Good Corporate Governance functions as a rule governing the relationship between company 
management and shareholders regarding their rights and obligations. The implementation of good corporate governance has become an issue that has attracted 
the attention of economists and business people in India since the financial crisis that struck Asia in 2007-2009 (Farida et al.: 2019; Hermawan & Gunardi: 2019; 
Setiawan et al.: 2019). 
Corporate Governance is one of the significant efforts to break away from the economic crisis that has hit India. The role and demands of foreign investors and 
creditors regarding the application of the principles of Corporate Governance are one of the factors in making investment decisions in a company (Villalobos et 
al.: 2018; Ramírez et al.: 2019; Ching: 2020, pp. 449-463; Esqueda & O’Connor, 2020; Greene et al.: 2020). The implementation of Corporate Governance in India 
is very important, because the principles of Corporate Governance can provide progress towards the performance of a company, so that companies in India are 
not oppressed and can compete globally. 
Corporate governance has caught the attention of the business world in both the developed and the developing nations. It is a widely held view that good govern-
ance reduces a firm’s cost of capital and that affects the firm performance. The provisions in corporate governance result in improved investor confidence (Bha-
ghat, & Black 2002). However, the way the corporate governance is organized in different countries depends upon their socio-economic and cultural milieu. While 
firms in developed countries have dispersed ownership, operate within stable and mature financial systems and have well developed regulatory frameworks, in 
developing countries like India firms have concentrated ownership structures and operate in relatively less stable markets. But it a widely held view that mecha-
nisms of good governance whether in developed or developing markets, have impact on firm performance (Dwivedi, et al, 2005). 
This research provides a number of contributions. The results of the study identified the importance of current problems in India; the application of Good Corporate 
Governance has a positive influence on the company's stock prices in Indian, which focuses its attention appropriately on the operations of Pharmaceutical com-
panies. Our findings indicate that the application of Good Corporate Governance has an influence on the stock prices of Pharmaceutical companies. Thus, this 
research broadens our knowledge of the application of Good Corporate Governance with the stock prices of Pharmaceutical companies in India. The results of our 
study contribute to the existing limited literature on stock market liquidity in India. The paper provides new evidence on relationship of market liquidity and 
corporate governance mechanism in India. The results of this study also contribute to the ongoing debate on costs and benefits of governance reforms. 
The remaining sections of the paper are organized as follows: Section 2 presents review of literature, objectives and research questions. Section 3 describes the 
data and sample selection. Section 4 presents empirical results and Section 5 concluding remarks. 
 

CORPORATE GOVERNANCE: AN OVERVIEW 
Corporate governance is not just corporate management; it is something much broader than it and includes a fair, efficient and transparent administration to 
meet certain well-defined objectives (Mishra & Mohanty, 2014). It is a system of structuring, operating and controlling a company with a view to achieving long-
term strategic goals to satisfy shareholders, creditors, employees, customers and suppliers and to comply with the legal and regulatory requirements, apart from 
meeting environmental and local community needs. When it is practiced under a well-laid system, it leads to the building of a legal, commercial and institutional 
framework and demarcate the boundaries within which these functions are performed (Fernando, A.C., 1997). 
“Corporate governance is the system by which companies are directed and controlled.” 

The Cadbury Committee Report (1992) 
A broader definition is stated by Adrian Cadbury where he defines corporate governance based upon stakeholder approach. 

T 
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Corporate governance is concerned with holding the balance between economic and social goals, and between individual and communal goals. The governance 
framework is there to encourage efficient use of resources and equally to require accountability for the stewardship of those resources. The aim is to align nearly 
as possible the interest of individual, corporations and society. The incentive to corporations is to achieve their corporate aims and to attract investment. The 
incentive for the state is to strengthen their economies and discourage fraud and mismanagement (Cadbury 2000). 

 
FIGURE 1: FRAMEWORK OF CORPORATE GOVERNANCE 

 
Source: Asmi-corporatereporting.com (2017) 

 

TABLE 1: TIMELINE OF CORPORATE GOVERNANCE 

Cadbury Report, United King-
dom 1995 

The objective of the Cadbury committee was to investigate how large public companies should adopt corporate governance 
guidelines with a focus on the procedures of financial report production and the role of the accounting profession. Issues 
included the role of the board of directors, standard s of financial reporting, accountability of the auditors and directors pay. 

Greenbury Report, United King-
dom, 1995 

The report dealt with the remuneration of executives and non-executives board members and recommended the setting 
up of a remuneration committee in each public company to determine remuneration packages for the board members. It 
also provided suggestions on the disclosure of remuneration and the setting up of remuneration policy and service contracts 
and compensation. 

Hampel Report, United King-
dom, 1998 

Four major issues were discussed with practical guidelines offered; (a) the role of directors (b) directors’ compensation (c) 
the role of shareholders (d) accountability and audit. 

CII Voluntary Code of Corporate 
governance, 1998 

The first of the voluntarily evolved codes in India. 

Kumara Mangalam Birla Com-
mittee, India, 1999 

The mandatory recommendations of the Kumar Mangalam committee include the constitution of Audit Committee and 
Remuneration Committee in all listed companies, appointment of one or more independent directors in them, recognition 
of the leadership role of the Chairman of a company, enforcement of Accounting Standards, the obligation to make more 
disclosures in annual financial reports, effective use of the power and influence of institutional shareholders, and so on. The 
Committee also recommended a few provisions, which are non- mandatory. 

Sabanes-Oxley Act, 2002 A major initiative of corporate compliance, the Sarbanes- Oxley Act of 2002, is also known as the Public Company Accounting 
Reform and Investor Protection Act of 2002 is a US federal law that has main features such as; establishment of the Public 
Company Accounting Oversight Board (PCAOB) 0 auditors independence, corporate responsibility, enhanced financial dis-
closures, analyst conflict of interest, commission resources and authority, corporate and criminal fraud accountability, while 
collar crime penalty enhancement, corporate tax returns. 

Higgs Report, 2003 On non-executive directors 

Smith Report, 2003 On Audit Committees. 

Narayana Murthy Committee, 
2002 

The key mandatory recommendations focus on strengthening the responsibilities of audit committees; improving the quality 
of financial disclosures, including those related to related party transactions and proceeds from initial public offerings; re-
quiring corporate executive boards to assess and disclose business risks in the annual reports of companies; introducing 
responsibilities on boards to adopt formal codes of conduct; the position of nominee directors; and stock holder approval 
and improved disclosures relating to compensation paid to non-executive directors. Non- mandatory recommendations 
include moving to a regime where corporate financial statements are not qualified; instituting a system of training of board 
members; and the evaluation of performance of board members. 

Naresh Chandra Comm., 2003 The auditor-company relationship, Auditing the auditors’ independent directors: Role, remuneration and training. 

OECD Principles, 2004 The OECD Principles cover five aspects of governance (a) the rights of shareholders (b) the equitable treatment of share-
holders (c) the role of stakeholders (d) disclosure and transparency (e) the responsibilities of the board. 

Clause 49 of the Listing Agree-
ment, 2005 

A major compliance directive that came into force from the quarter ended June 2005, it has major aspects of compliance by 
listed companies that include; definition of independent directors; Non-Executive Director‘s compensation and disclosures, 
other provisions as to Board and Committees, Code of Conduct, Composition of Audit Committee, Meeting of Audit Com-
mittee, Subsidiary Companies, Disclosures pertaining to (a) basis of related transactions (b) accounting treatment (c) risk 
management (d) proceeds from public/rights/preferential issues (e) remuneration of directors and management discussion 
and analysis, CEO/CFO Certification, report on corporate governance, auditors certificate on compliance etc., 

Source: www.nfcgindia.org/.../corporate_governance_report accessed on 15 Oct, 2022. 
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THEORIES OF CORPORATE GOVERNANCE 
A number of theoretical frameworks have been propounded to analyze and understand corporate governance. These theoretical frameworks offer different per-
spectives arising from the disciplines they have evolved from, such as agency theory framework is based upon finance and economics while transaction cost theory 
has evolved from economics and organizational theory. Though the various theoretical frameworks put different perspectives on corporate governance based on 
their respective fields, they do share a common ground in their overall explanation of the concept and spirit of corporate governance (Mishra & Mohanty, 2014). 
Agency Theory: The first theoretical exposition of agency theory was presented by Jensen and Meckling (1976) in their work “Theory of the Firm: Managerial 
Behavior, Agency Costs and Ownership Structure”. In this work, they have raised a very fundamental question as to why the manager in a firm which has a mixed 
financial structure (containing both debt and outside equity claims) will choose a set of activities for the firm such that the total value of the firm is less than it 
would be if he were the sole owner. The shareholders are investors in the firm who want maximum return on their money. In theory of finance, one of the key 
objectives of the firm is shareholder wealth maximization which is reflected in the market value of the firm or shareholder value of the firm. However, in practice, 
where agency and ownership are separate, it has not been proved so. The conflict arises when agents, who are also the directors of the firm and entrusted with 
day-to-day decision making in the firm, do not necessarily make decisions in the best interest of the shareholders and the cost of these actions is borne by the 
owners. This happens due to non-alignment of the interests and objectives of the principal (the investors) and the agent (the managers) when there is a separation 
of ownership and control (Mollah, et al 2012).  
Stakeholder Theory: Stakeholder theory takes a broader view of the purpose of the firm and is based on the premise that since organizations create an impact on 
various groups called ‘stakeholders’ that include suppliers, creditors, employees, customers, communities where they operate and society at large, they should 
demonstrate accountability toward each of them along with the objective of maximizing shareholder returns. Mayer (1997) has stated that it is in the interest of 
the shareholders to take account of other stakeholders, and to promote the development of long-term relations, trust, and commitment amongst various stake-
holders. The firms in stakeholder model should be marked by committed suppliers, customers, and employees since it works in the best interest of all stakeholders. 
It is important for managers to understand that there exists an exchange relationship (Hill and Jones, 1992) with other stakeholders also because as these stake-
holders are affected by the firm, firms also get affected by them (Kumar, 2013). 
Stewardship Theory: This theory developed by Donaldson and Davis (1991) is an opposite of agency theory. This theory holds that there is no conflict of interest 
between managers and owners, and that the goal of governance is, precisely, to find the mechanisms and structure that facilitate the most effective coordination 
between the two parties (Donaldson, 1990). It states that situational and psychological factors are important for managers and they do not always work for 
extrinsic rewards such as financial gains but work in the best interests of the firm. Stewardship theory’s argument can be understood through Maslow’s need 
hierarchy motivation model. Stewardship theory argues that financial gains are lower-level needs and hence people who serve the top management of the firm 
are not motivated by the lower-level needs. Instead, managers view the firm’s continued success and growth as the extension of their own managerial abilities 
and individual success. Thus, they act not as agents but stewards of the firm (Dwivedi, 2005).  
Social Contract Theory: This is another theory reviewed in corporate governance literature. Social contract theory views society as a nexus of social contracts 
between members of society and society itself. The corporate social responsibility refers to the contractual obligation that the firm owes to the society (Donaldson 
1983). 
Legitimacy Theory: Legitimacy theory is another theory reviewed in corporate governance literature. It is based upon the notion that firm receives the permission 
to carry out its business activities and operate within the society. According to the legitimacy theory, profit is viewed as an all-inclusive measure of organizational 
legitimacy. But organization must view the profits of public at large and not just investors (Kumar & Singh, 2013). 
 

LITERATURE REVIEW 
Mishra and Mohanty (2014) in their study, ‘Corporate Governance as a value driver for firm Performance: Evidence from India’ examined the corporate governance 
issues in India in order to establish the relationship between corporate governance and financial performance using a sample of 141 companies belonging to the 
A group stocks listed on the Bombay Stock Exchange of India covering 18 industries. They developed a composite measure of corporate governance comprising of 
three indicators-legal, board and proactive indicators. The results of the multiple regression performed step-wise using ROA as a proxy for firm performance 
revealed that the board indicators (CEO-duality, board size, board composition, number of board meetings, Frequency of attendance at the board meetings) and 
proactive indicators influence the firm performance significantly. The results concluded that composite corporate governance measure is a good predictor of firm 
performance.  
Sahu and Manna (2013) in their paper ‘Impact of Board composition and board meetings on Firms’ performance: A study of Indian Companies’ empirically inves-
tigated the effect of corporate board composition and board meetings on the performance of 52 Indian manufacturing companies listed in Bombay Stock Exchange 
over a period of 5 years (2006-2011). They represented Board composition by board size, number of executive directors, board independence, and Chairman’s 
identity. Corporate performance is measured through Net sales, Net Profit, Return on Capital Employed, Earning per share, Tobin’s Q, Economic value added and 
Market value added. Multiple regression Ordinary Least Square model results indicated that board size and board meetings have a positive impact on corporate 
performance, whereas the independence of the board and the presence of non-executive chairman on the board have negative impact whereas the proportion 
of executive directors in the board was found insignificant. 
Dey and Chauhan (2009) in their paper “Board Composition and Performance in Indian Firms: A comparison” analyzed 420 firms listed on the Bombay Stock 
Exchange (BSE) 500 index for a time period of one year 2006-07 to find the relationship between board composition and firm performance. They classified Indian 
firms into four groups- Public Sector Undertakings (PSU), stand-alone firms, private business group affiliated firms, and subsidiaries of foreign firms. The results of 
multiple regression analysis indicated that larger boards are less effective than smaller boards in Indian firms except in the case of PSUs i.e. the board size is a 
statistically significant measure of firm performance for all firms groups expect PSUs in which board size was insignificant variable in determining the performance. 
However, Board independence was found to be insignificant across all categories in India. Thus, Board independence was not found as a vital factor in the deter-
mination of firm performance. 
Chen et.al. (2007) argues that the companies adopting poor information transparency and disclosure practices will experience serious information asymmetry. 
They empirically observed that costs of liquidity are greater for the companies with poor information transparency and disclosure practices. 
Miguel and Paul (2007) reported that better corporate governance, openness to market for corporate control leads to more informative stock prices by encour-
aging collection of and trading on private information. They assert that information flow interpretation implies that the component of volatility is related to 
governance. 
Dennis Cormier et.al. (2010) investigated the impact of governance on information asymmetry between managers and investors. They narrated how a firm‟s 
governance maps in to the level of information asymmetry between the managers and investors. They found that governance disclosures reduce information 
asymmetry. 
Kanagaretnam et.al (2007) found that firms with higher levels of corporate governance have lower information asymmetry around quarterly earnings announce-
ments. Chung et.al. (2010) found that firms with better corporate governance have narrower spreads, higher market quality index, smaller price impact of trade 
and lower probability of information based trading. Given these results they suggested that firms may alleviate information-based trading and improve stock 
market liquidity by adopting corporate governance standards that mitigate informational asymmetries. 
Stewardship theory is built on philosophical assumptions about human nature that is, in essence, humans can be trusted, able to act responsibly, have integrity 
and honesty with others. This is implied in the fiduciary relationship desired by shareholders (Cater et al.: 2019; Chrisman: 2019, Pacheco: 2019, Till & Yount: 
2019). In other words, stewardship theory views management as trustworthy to act in the best way for the public interest in general and shareholders in particular 
(Juanamasta et al.: 2019; Rusdiyanto et al.: 2020; Rusdiyanto et al.: 2020; Rusdiyanto et al., 2020; Rusdiyanto & Narsa: 2020). 
Agency theory developed by (Jensen & Meckling: 1976), explained that the company's management as an agent for shareholders, acting for their own interests 
not as a party that sided with the shareholders as assumed in the stewardship model. Agency theory explains that management cannot be trusted to act in the 
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best way for the public interest in general. Thus, managers cannot be trusted to do their jobs - which of course is to maximize shareholder value (Rusdiyanto & 
Narsa: 2019; Rusdiyanto et al.: 2019; Gazali et al.: 2020; Gazali et al.: 2020; Rusdiyanto et al.: 2020,; Rusdiyanto et al.: 2020). 
Stock prices can change up or down in a matter of time so can change in a matter of minutes or even change in seconds. Some conditions and situations that 
determine a stock will fluctuate including micro and macroeconomic conditions, company policy in deciding to expand, for example opening branch offices, sub- 
branch offices which are opened at home and abroad, the existence of directors or commissioners of companies involved in crime and cases, the company's 
performance that continues to decline at any time is a form of risk that occurs as a whole that causes the stock price to decline, the company went bankrupt, the 
withdrawal of shares by shareholders after creditors' rights were fulfilled (Hapsoro & Husain: 2019; Haris et al.: 2019; Le et al.: 2020; Sharma et al.: 2020). 
The Asian Development Bank explains that Good Corporate Governance has four main pillars namely accountability, transparency, predictability, and participation 
(Crisóstomo et al.: 2020; Hilliard et al.: 2019; Melgarejo: 2019). Agency theory explains that Good Corporate Governance can direct and manage business and 
corporate affairs in the direction of increasing business growth and corporate accountability. The company's goal is to increase the value of the share price in the 
long run but still pay attention to the various interests of the company. The principles of Good Corporate Governance consist of five principles, namely: transpar-
ency, accountability, responsibility, independence and fairness. 
The implementation of good corporate governance is very useful and fundamental to be known by investors because it can see the prospect of stock prices. The 
implementation of good corporate governance significant effect on stock prices. This is the better the application of Good corporate governance, the more inves-
tors are interested and the more investors who want to buy shares in a company, causing higher stock prices. This research is supported by (Crisóstomo et al.: 
2020; Hilliard et al.: 2019; Melgarejo: 2019) who shows that the good corporate governance has a significant effect on stock prices the Bombay Stock Exchange. 
In stock trading the application of good corporate governance can affect stock prices, investors always pay attention to the implementation of good corporate 
governance so that it can affect the ups and downs of stock prices. 
 

OBJECTIVES OF THE STUDY 
• To study the concept of corporate governance in Indian Scenario. 

• To identify the corporate governance factors affecting the firms’ performance among Pharmaceutical companies of India. 

• To analyze the Corporate Governance practices in Pharmaceutical companies of India. 

• To construct Corporate Governance index for Pharmaceutical Companies of India. 

• To analyze the correlation between: 
o The financial performance of Pharmaceutical Companies of India with the CG index. 
o Performance and board size. 
o Performance and proportion of independent directors on the board of directors. 
o Performance of Pharmaceutical Companies of India and the size of the audit committee. 

• To analyze the variance in CG index pre and post implementation of amendments in  
 

RESEARCH QUESTIONS 
• Do better governed companies contribute to efficient stock market behavior? 

• Do the additional disclosures result in informed trading or add to extra cost of compliance to the Pharmaceutical companies? 

• How does firm level corporate governance impact the liquidity of Pharma Company’s stock? 
 

RESEARCH METHODOLOGY 
This study uses quantitative research with a descriptive approach to a particular population or sample, data collection using research instruments, quantitative or 
statistical data analysis, with the aim of testing the hypotheses that have been set. Descriptive approach has been used in order to find out the existence of 
independent variables that make a comparison of variables and look for relationships with other variables. In order to assess the impact of Corporate Governance 
on the performance of Pharmaceutical Companies of India, the researcher has undertaken the following processes: 

• Analysis of the structural dynamics of the board attributes which are the main drivers of  

• Corporate Governance practices;  

• Construction of an index to measure Corporate Governance practices as envisaged in the Companies Act, 2013 and SEBI (LODR) Guidelines, 2015. based on 
the fact that the main driver of CG; 

• Assessment of impact of Corporate Governance on financial performance of the Pharmaceutical Companies of India. 
SAMPLE OF THE STUDY 
The following Pharmaceutical Companies are selected as sample size: 

• Sun Pharmaceutical Industries Ltd 

• Dr. Reddy's Laboratories Ltd 

• Cipla Ltd 

• Lupin Limited 

• Aurobindo Pharma Limited 

• Mankind Pharma Limited 
DATA SOURCES 
For the purpose of this study, majorly data were collected from the annual reports of the respective Pharmaceutical Companies, websites of NSE, BSE and RBI 
from its database on Indian banks. The timeframe of analysis was from FY 2018-19 to 2022-23. 
DATA ANALYSIS TOOLS 
The study has been conducted by applying ordinary least squared model (OLS) in order to examine the correlation between CG and bank performance. Apart from 
OLS we have used correlation matrix, t-statics and f-statistics for analysis purpose. We have used ANOVA in order to find the variance in CG practices among 
various sub-samples. 
VARIABLE OPERATIONS 
Theoretically, the operational dentition of a variable is an element of research that provides an explanation or explanation of the operational variables so that 
they can be observed or measured. 
VARIABLE INDEPENDENT (X) INDEPENDENT COMMISSIONER (X1) 
Independent commissioners are members of the board of commissioners with shareholders and business relationships that can affect the ability to act solely in 
the interests of the company. (Nasih et al.: 2019). 

 
Institutional Ownership (X2): Institutional ownership is ownership of company shares by financial institutions. (Akbaş & Canikli: 2019; Jebran et al.: 2020), the 
percentage of certain shares held by institutions can affect the process of preparing reports financial that does not rule out the possibility of accrualization accord-
ing to the interests of management. In this study, measured using a percentage is the number of shares owned by the institution of all outstanding share capital. 
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Managerial Ownership (X3): Managerial ownership is the number of shares owned by management from all the share capital of the company being managed 
(Salem et al.: 2019, pp.567-602; Zhou: 2019, pp.5900-5910). e indicator used to measure managerial ownership is the percentage of the number of shares owned 
by management with the company's outstanding shares. 

Dependent Variable (Y): Dependent Variable (Y) In this study the dependent variable is the stock price is the value of evidence of capital participation in limited 
liability companies listed on the stock exchange. (Rusdiyanto & Narsa, 2019). 
POPULATION AND SAMPLE 
The population of this study is the financial statements of Pharmaceutical companies listed on the Bombay Stock Exchange in 2017-18 to 2022-23. This research 
sample uses the financial statements of Pharmaceutical companies listed on the Bombay Stock Exchange in the 2016-2018 period. 
DATA ANALYSIS METHOD 
This study uses multiple linear regression analysis to test the partial or simultaneous effect between two or more independent variables on one dependent variable. 
Equation of multiple linear regression with three independent variables is as follows: multiple linear regression analysis to determine the effect of Good Corporate 
Governance on stock prices. Equation of multiple linear regression with three independent variables is as follows: 
 

RESULTS AND DISCUSSION  
Descriptive Statistics reveal information about the characteristics and variables of good corporate governance research. Data is taken from sample Pharma com-
panies during the period 2018-19 to 2022-23. Descriptive statistics for the research variables can be seen as follows: 

 
TABLE 2: DESCRIPTIVE STATISTICS TEST RESULTS 

Description Minimum  Maximum Mean Std. Deviation  

K.IND 0.20 1.00 0.4137 0.12726 

KI 0.33 0.98 0.7046 0.18853 

KM 0.00 0.89 0.0512 0.13528 

HS 0.50 68650 6.7717 13692.180 

Source: Annual Reports of Pharma Companies 
The table above shows that the value of the standard deviation of the stock price variable is greater than the average value compared to other variables. This 
shows that the stock price variable is not good enough. Stock price data has an average value of stock prices of 6.7717E3, with a minimum value of 0.50 which is 
at Sun Pharmaceutical Industries Ltd. Lupin Limited, while the maximum value is 68650 located at Mankind Pharma Limited. While Cipla Ltd the standard deviation 
of 13692.18. Shows relatively large data deviations, because the value is greater than the average value. Data from independent commissioners has an average 
value of 0.4137. The minimum value of an independent commissioner of 0.20 owned by Cipla Ltd and Lupin Limited while the maximum value of 1.00 owned by 
the company Mankind Pharma Limited and Dr. Reddy's Laboratories Ltd. The overall average score indicates that the independent commissioner has met the 
recommended standard, which is 41% while the standard deviation is 0.12726 which shows a relatively small data deviation, because the value is smaller than the 
average value. Institutional ownership data has an average value of 70.46%, with a minimum value of 32% in Cipla Ltd and Aurobindo Pharma Limited, while the 
maximum value is 98% which is at Mankind Pharma Limited. Sun Pharmaceutical Industries Ltd while the standard deviation is 0.18853 which shows a relatively 
smaller data deviation, because the value is smaller than the average value. Managerial ownership data has an average value of 5.12%, with a minimum value of 
0,000% in Dr. Reddy's Laboratories Ltd while the maximum value is 89% at Lupin Limited While the standard deviation is 0.13528 which indicates a relatively larger 
data deviation; therefore, this data is not good enough. The results of multiple linear regression analysis: 

 
TABLE 3 RESULTS OF MULTIPLE LINEAR REGRESSION ANALYSIS 

Variable B  Std. Error Sig. t 

K.IND 0.20 1.00 0.4137 

KI 0.33 0.98 0.7046 

KM 0.00 0.89 0.0512 

HS 0.50 68650 6.7717 

Source: Annual Reports of Pharma Companies 
From the results of the above analysis, it can be seen the effect of the independent variable independent commissioner, managerial ownership and institutional 
ownership on stock prices with the following mathematical equation: 

 
The first test results show that the independent commissioner has a positive and significant effect on stock prices. Thus, the first hypothesis is accepted. The 
second hypothesis testing results indicate that institutional ownership has a negative and significant effect on stock prices, so the second hypothesis is accepted. 
The third hypothesis testing results show that managerial ownership has a negative and not significant effect on stock prices, so the third hypothesis is rejected. 
Determination Coefficient Test Results (R2) 

TABLE 4: REGRESSION OF MODEL SUMMARY 

Model R R Square Adjusted R Square Std. Error of the Estimate 

1 .804a .646 .616 1.11339 

Source: Computed by the Researcher through SPSS 21.0 
Data taken from Annual Reports of Pharma Companies from 2018-19 to 2022-23 
Based on the Summary Model regression analysis table in the R square column, the value obtained R2 of 64.6%. This value indicates that the percentage of the 
relationship between the influence of the independent variable (independent commissioner, institutional ownership, managerial ownership, on stock prices is 
64.6%. The independent variables used in the independent commissioner model, institutional ownership, managerial ownership can explain 64.6% variation affect 
the stock price variable, while the remaining 35.4% is influenced by other variables not included in this research model. Simultaneous Significance Test Results 
(Statistical Test-F) 

TABLE 5: F-TEST RESULTS (ANOVA) 

1 Model Sum of Square Df Mean Square F Sig. 

Regression 133.678 5 26.736 21.567 .000a 

Residual 73138 59 1.240   

To 206.817 64    

Source: Data taken from Annual Reports of Pharma Companies from 2018-19 to 2022-23 
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F test results obtained results that the value of F = 21,567 with a significance value = 0,000 (p value<0.05), which means that the independent commissioner, 
institutional ownership and managerial ownership effects significantly on stock prices. Significance Test Results for Individual Parameters (Test Statistics-t) 

 
TABLE 6 RESULTS OF STATISTICAL TEST-t 

Variable t-test Sig. 

Independent Commissioner  2.143 .036 

Institutional Ownership -1.951 .056 

Managerial Ownership -4.270 .000 

Source: Data taken from Annual Reports of Pharma Companies from 2018-19 to 2022-23 
Based on the results of the t-test the following results are obtained: The first hypothesis is obtained t- value = 2.143 with a significance value = 0.036 (p value 
<0.05), which means that the independent commissioner has a positive and significant effect on stock prices. Thus, the first hypothesis is accepted. The second 
hypothesis is obtained t-value = -1.951, with a significance value = 0.056 (p value> 0.05), which means institutional ownership has a negative and not significant 
effect on stock prices. Thus, the second hypothesis is rejected. The third hypothesis is obtained t-value = -4.270 with a significance value = 0.000 (p value <0.05), 
which means managerial ownership has a negative and significant effect on stock prices. us the third hypothesis is accepted. 
 

DISCUSSION 
From the analysis results above obtained a significant level of t-test = 0.036 <α = 0.050 (level of significance). Thus, the effect of independent commissioners on 
stock prices is partially insignificant. Because the regression results indicate a significance value of 0.036 is less than α = 0.05. It can be concluded that the Inde-
pendent Commissioner does not affect the stock price. From the results of the analysis output above obtained a significant level of t-test = 0.056> α = 0.050 (level 
of significance). Thus, the effect of institutional ownership on stock prices is partially insignificant. Because the regression results indicate a significance value of 
0.056 is greater than α = 0.05. It can be concluded that institutional ownership does not affect stock prices. From the analysis output above obtained a significant 
level of t-test = 0.000 <α = 0.050 (level of significance). Thus, the effect of managerial ownership on stock prices is partially significant. Because the regression 
results show a significance value of 0.000 less than α = 0.05. It can be concluded that managerial ownership affects stock prices. The influence of independent 
commissioners has no influence on stock prices with a significance value of 0.036 less than significance α = 0.05, the influence of Independent Commissioners has 
no effect on stock prices with a probability value of 0.056 greater than α = 0.05, the effect of managerial ownership has an influence on stock prices with a 
probability value of 0,000 less than α = 0.05. 
The results of the F test analysis showed that the value of F = 21.567 with a significance value = 0.00 with a value of p < 0.05, this means that the independent 
commissioner, institutional ownership, managerial ownership have an influence on stock prices. The influence of independent commissioners, institutional own-
ership and managerial ownership, can explain 64.6% of the share price. While the remaining 35.4% is influenced by other variables not included in this study. 
 

CONCLUDING REMARKS 
The present study examines the relationship between the firm level corporate governance and stock liquidity in stock market. The corporate governance index 
has been constructed through content analysis of corporate governance reports published annually as a part of annual report of the Indian listed companies. We 
empirically observe that corporate governance had a positive impact on stock liquidity. Better governed companies had higher liquidity. This is positive finding for 
the policy makers that a decade of governance reforms provides benefit for the firms‟ adhering good governance practices. We also examine the relationship 
between the ownership pattern and the stock liquidity. We found that higher promoter holdings reduce stock liquidity. We validate and strengthen the belief that 
foreign institutional investors and their investments provide liquidity to emerging stock markets like India.  
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ABSTRACT 
The impact of dividend policy on share price volatility in the London stock market. Dividend policy is an important aspect of corporate finance that determines the 
distribution of profits to shareholders. The objective of this research is to analyse how different dividend policies affect the volatility of share prices. The study 
utilizes a sample of companies listed in the London stock market and considers their dividend policies over a specific period. The dividend policies are categorized 
into three types: high dividend payout, low dividend payout, and no dividend payout. Share price volatility is measured using standard deviation and other relevant 
statistical techniques. 
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1. INTRODUCTION 
 stock Market, securities Market, or bourse is a market where stockbrokers, traders, and investors can buy and sell assets including stock shares, bonds, 
and other financial instruments.  
Additionally, stock Market may offer services for the issuance and redemption of such securities, financial instruments, and capital events, such as the 

distribution of income and dividends. [Needs citation] Bonds, unit trusts, derivatives, pooled investment products, and stock issued by listed businesses are exam-
ples of securities traded on a stock Market. 
Stock Market frequently operate as "continuous auction" markets where buyers and sellers’ complete deals either through open outcry on a central location, like 
the exchange floor, or by using an electronic trading platform.  
The extensive commerce network of BC Phoenicia, stock market-based economies begin. In the late Middle Ages, lending made its debut in Italy. Similar to how a 
broker does now, Venetian bankers would visit with clients while carrying slates with information on the numerous issues up for sale in the 1300s. 
These lenders also purchased public debt securities. In the late 1900s, the lenders started selling debt issues to the first private investors as their business continued 
to naturally develop. The pioneers and top performers in the sector were the Venetians. 
STOCK MARKET ABOUT THE INFORMATION 
Securities buyers and sellers can connect, communicate, and conduct business on the stock market. The markets provide price discovery for stock in firms and act 
as a gauge for the state of the national economy. Because market participants compete on an open market, buyers and sellers may be sure that they will receive 
a fair price, a high level of liquidity, and transparency. The London Stock Market was the first stock Market, and it got its start in a café where traders gathered to 
trade shares in 1773. Philadelphia hosted the country's first stock Market in 1790. 
With the ever increasing and expanding economy, Indian economy is considered as a growth engine of the world’s economy. And stock market of such robust 
economy is the face of the growing market and companies in it. India has one of the oldest and the fastest stock market platform London Stock Market (ISM). 
Stock market basically is an electronic platform where the share of the companies is listed and traded. Because of this advanced platform it is possible for compa-
nies to raise capital from public efficiently and effectively. 
STOCK MARKET IN LONDON  
Stock market (also known as stock market or share market) is one of the main integral parts of capital market in London. It plays a vital role in growing industries 
and commerce of a country which eventually affect the economy. It is well organized market for purchase and sale of corporate and other securities which facili-
tates companies to raise capital by pooling funds from different investors as well as act as an investment intermediary for investors. Moreover, it ensures that 
securities should be traded according to some pre-defined rules and regulations. London Stock Market is the oldest stock exchange in the world. Most of the 
trading in Indian Stock Market takes place on these two stock exchanges. Both the exchanges follow the same trading hours, trading mechanism, settlement 
process etc. 
 

2. REVIEW OF LITERATURE 
Dr. Rabia Ishrat: This study is conducted to determine the impact of dividend policy on the share price volatility of on the London stock Market. A sample of 52 
firms is shortlisted on the basis of data availability over the year from 2018 to 2022. Panel regression technique is adopted in light of the panel nature of the data 
which reported significant negative relationship between dividend policy and share price volatility. Thus, suggest that dividend play a significant role in the stability 
of share prices and validate the relevance of dividend in holding the shares. Moreover, among controlling variables, significant negative relationship is reported 
among assets size and share price volatility, suggest share price stability for large firms. 
Md. Jahangir Alam Sheikh: This study intends to observe the impact of dividend per share on stock price of companies listed on London Stock Market. The study 
uses a firm level panel data set of 61 companies from eight major sectors of LSM for ten years from 2018 to 2022. The findings of the impact of dividend per share 
on stock price of companies of eight selected sectors produced very interesting results. The results of simple linear regression show that Banking, Food & Allied 
Product, Pharmaceuticals & Chemicals and Insurance sectors have significant impact of dividend per share on stock price, which supports the relevance theory of 
dividend i.e., 
S. M. Mujahidul Islam, Fatema Akter: Walter’s model and Gordon’s model. Furthermore, dividend per share has significant positive impact on stock price of Food 
& Allied Product and Pharmaceuticals & Chemicals sectors, while in Banking and Insurance sector, dividend per share has significant negative impact on stock 
price. On the other hand, there is no significant relationship between dividend per share and stock price of Financial Institutions, Engineering, Fuel & Power and 
Textile sectors, which supports Irrelevance theory of dividend i.e., MM Hypothesis. Thus, the impact of dividend on stock price has still remained a controversial 
issue. That is, dividend puzzle (Black, 2018) has not yet solved.  
Dr. Gohar Abbas: In this direction an important research endeavor was pointed out. Their research focus on dividend policy and its impact on share price volatility. 
The Market Study was in the context of United States while Allen and Rachim research was based on the firms listed on the Australian stock market. In another 
study conducted by Song (2022) on the firms listed on the Canadian Stock Market. Like previous findings, the study reported significant negative association 
between dividend policy and share price volatility. 
Dr. Waheed Ur Rehman: In another study conducted by (2018) for the firms listed on the London capital market. The study period into three parts (i.e., from 2018 
– 2019. 2020 -2021 and then for whole period from 2018 - 2022). The study used dividend yield and dividend payout as a proxy of dividend policy. In another study 

A 
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conducted by Song (2019) on the firms listed on the London Stock Market. Like previous findings, the study reported significant negative association between 
dividend policy and share price volatility. 
Dr. Muhammad Abbas: This study is conducted to determine the impact of dividend policy on the share price volatility on the London stock Market. A sample of 
52 firms is shortlisted on the basis of data availability over the year from 2018 to 2022. Panel regression technique is adopted in light of the panel nature of the 
data which reported significant negative relationship between dividend policy and share price volatility. Thus, suggest that dividend play a significant role in the 
stability of share prices and validate the relevance of dividend in holding the shares. Moreover, among controlling variables, significant negative relationship is 
reported among assets size and share price volatility, suggest share price stability for large firms. 
 

3. OBJECTIVES OF THE STUDY 
1. To analysis the Dividend Policy of Share Price of London stock market. 
2. To find out the impact of dividend policy on market price of London stock Market. 
 

4. NEED OF THE STUDY 
In any firm, dividend policy is taken as major financial decisions that affect value of the firm. The main focus of this study is to examine the practice made by 
London Stock Market commercial banks in regards to the dividend policy. 
 

5. DATA COLLECTION 
SECONDARY DATA 
The secondary data was collected through published books, journals, websites and magazines related to the subject understudy. Secondary data has been collected 
from the internal as well as external sources. Internal sources include information from the old records. External data has been collected from various books, 
journals & books from web sites etc. 
1. The study is based on Secondary data and confined to Five years from 2018-19 to 2022- 23. 
2. The study is confined to only London Stock Exchange. 
 

6. LIMITATIONS OF THE STUDY 
1. The study is based on Secondary data and confined to Five years from 2018-19 to 2022- 23. 
2. The study is confined to only London Stock Exchange. 
3. This analysis secondary data and collected data from various websites through www.Money Control.com & Yahoo Finance.com. 
 

7. DATA ANALYSIS AND INTERPRETATION 
1. ADMIRAL GROUP 

TABLE 1 

Dependent Variable: HIGH   

Method: Least Squares   

Date: 05/28/23 Time: 09:31   

Sample: 2018M04 2023M03   

Included observations: 60   
     
     
Variable Coefficient Std. Error t-Statistic Prob.  
     
     
C 155.8574 93.58218 1.665460 0.1012 

LOW 1.046506 0.040270 25.98713 0.0000 
     
     
R-squared 0.920909  Mean dependent var 2545.525 

Adjusted R-squared 0.919545  S.D. dependent var 474.3792 

S.E. of regression 134.5555  Akaike info criterion 12.67460 

Sum squared resid 1050101.  Schwarz criterion 12.74441 

Log likelihood -378.2379  Hannan-Quinn criter. 12.70190 

F-statistic 675.3311  Durbin-Watson stat 1.685042 

Prob (F-statistic) 0.000000    
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INTERPRETATION 
From the above table R-squared: 0.920909 R-squared is a measure of how well the independent variable(s) explain the variation in the dependent variable. In this 
case, approximately 92.09% of the variation in the dependent variable "HIGH" is explained by the independent variable(s) included in the model. Adjusted R-
squared: 0.919545 Adjusted R-squared takes into account the number of independent variables and the sample size. It penalizes the addition of irrelevant variables 
to the model. The adjusted R-squared is slightly lower than the R-squared value. 
2. ASSOCIATED BRITISH FOODS 

TABLE 2 

Dependent Variable: HIGH   

Method: ML ARCH - Normal distribution (BFGS / Marquardt steps) 

Date: 05/28/23 Time: 09:38   

Sample: 2018M04 2023M03   

Included observations: 60   

Convergence achieved after 34 iterations  

Coefficient covariance computed using outer product of gradients 

Presample variance: backcast (parameter = 0.7) 

GARCH = C(3) + C(4)*RESID(-1)^2 + C(5)*GARCH(-1) 
     
     
Variable Coefficient Std. Error z-Statistic Prob.  
     
     
C 227.3558891740768 80.96809975244628 2.807968692228173 0.004985507338210301 

LOW 1.00533773031626 0.03767508702927925 26.68441693405939 7.138733999112971e-157 
     
     
 Variance Equation   
     
     
C 7484.900617469202 4005.12387880013 1.868831238176723 0.06164629732118148 

RESID(-1)^2 0.7359678615258185 0.3345468674253278 2.199894643132743 0.0278143708772843 

GARCH(-1) -0.07355001901616346 0.1269534634586223 -0.5793462975520592 0.5623555320555456 
     
     
R-squared 0.8798804406790225  Mean dependent var 2240.8342448 

Adjusted R-squared 0.8778094137941781  S.D. dependent var 361.108138727349 

S.E. of regression 126.2281307226042  Akaike info criterion 12.39400115627007 

Sum squared resid 924145.3771719252  Schwarz criterion 12.56852986978857 

88Log likelihood -366.8200346881021  Hannan-Quinn criter. 12.46226893067489 

Durbin-Watson stat 1.223749125354864    
     
     
 

GRAPH 2 
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INTERPRETATION 
From the above table C (Constant): The estimated constant coefficient is 227.3559 with a standard error of 80.9681. This coefficient represents the intercept or 
baseline value of the HIGH variable in the model. The positive sign indicates that there is a positive relationship between the other variables.  
The dividend policy value 14. 2 and share price value 29. 9 in this table values. The R-squared value of 0.8799 suggests that the model explains approximately 
87.99% of the variance in the HIGH variable. The adjusted R-squared value is slightly lower at 0.8778, indicating a small adjustment for the number of predictors 
in the model. The standard error of the regression (S.E. of regression) is 126.2281. 
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3. ASHTEAD GROUP 
TABLE 3 

Dependent Variable: HIGH   
Method: Simple Switching Regression (BFGS / Marquardt steps) 
Date: 05/28/23 Time: 09:44   
Sample: 2018M04 2023M03   
Included observations: 60   
Number of states: 2   
Standard errors & covariance computed using observed Hessian 
Random search: 25 starting values with 10 iterations using 1 standard 
deviation (rng=kn, seed=1565758247)  
Convergence achieved after 14 iterations  
     

     
Variable Coefficient Std. Error z-Statistic Prob.  
     

     
Regime 1 
     

     
C 63.61658883805618 12.54530381696995 5.07094844144009 3.958380102455447e-07 
LOW 0.9699786749832338 0.05977397710511981 16.22744080216393 3.22633181401338e-59 
     

     
Regime 2 
     

     
C 8.883922846526769 3.267918715682402 2.71852626073401 0.006557345027824185 
LOW 1.086861124783216 0.01986098529549462 54.7234242718948 0 
     

     
Common 
     

     
LOG(SIGMA) 2.166850000712537 0.1228869849884522 17.63286812607663 1.377961728315057e-69 
     

     
Probabilities Parameters 
     

     
P1-C -1.561473716432411 0.4258148166465275 -3.667025325068957 0.0002453885001560129 
     

     
Mean dependent var 195.2827165  S.D. dependent var 82.07867275178308 
S.E. of regression 15.95280819458569  Sum squared resid 13997.06491112822 
Durbin-Watson stat 1.135812838406412  Log likelihood -238.1146605810427 
Akaike info criterion 8.137155352701424  Schwarz criterion 8.346589808923634 
Hannan-Quinn criter. 8.219076681987215    
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4. HSBC 
TABLE 4 

Dependent Variable: HIGH   
Method: ML ARCH - Normal distribution (BFGS / Marquardt steps) 
Date: 05/28/23 Time: 09:49   
Sample: 2018M04 2023M03   
Included observations: 60   
Failure to improve likelihood (non-zero gradients) after 287 iterations 
Coefficient covariance computed using outer product of gradients 
Presample variance: backcast (parameter = 0.7) 
GARCH = C(3) + C(4)*RESID(-1)^2 + C(5)*GARCH(-1) 
     

     
Variable Coefficient Std. Error z-Statistic Prob.  
     

     
C 3.177768288959951 0.9114407750751422 3.48653294417069 0.0004893251110335065 
LOW 1.003657280126387 0.02693356309259255 37.26418508668908 6.243745871785741e-304 
     

     
 Variance Equation   
     

     
C 0.2084734615737807 0.01970084689945265 10.58195430063328 3.613414957827023e-26 
RESID(-1)^2 -0.1788348891176754 0.004345884287444724 -41.150402838458 0 
GARCH(-1) 1.079084204156866 0.01749393455451803 61.68333377457271 0 
     

     
R-squared 0.9643266661983724  Mean dependent var 35.7161667 
Adjusted R-squared 0.963711608719034  S.D. dependent var 7.456290550288229 
S.E. of regression 1.420386973644519  Akaike info criterion 3.360711011848741 
Sum squared resid 117.0149509841441  Schwarz criterion 3.535239725367249 
Log likelihood -95.82133035546222  Hannan-Quinn criter. 3.428978786253566 
Durbin-Watson stat 1.784306718173133    
     

     
GRAPH 3 
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INTERPRETATION 
From the above table, The coefficient for the intercept is 3.1778. This indicates the estimated mean value of the "HIGH" variable when all other variables are held 
constant. Previous day's low price (LOW): The coefficient for the "LOW" variable is 1.0037.  
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5. TESCO  
TABLE 5 

Dependent Variable: HIGH   

Method: Least Squares   

Date: 05/28/23 Time: 09:53   

Sample: 2018M04 2023M03   

Included observations: 60   
     
     
Variable Coefficient Std. Error t-Statistic Prob.  
     
     
C 44.82157410038391 26.99047772328898 1.660643970807127 0.1021822351312053 

LOW 0.9530474796666529 0.1033029937834727 9.225748884531649 5.636134723373605e-13 
     
     
R-squared 0.5947299308528789  Mean dependent var 292.29250865 

Adjusted R-squared 0.5877425158675835  S.D. dependent var 36.11577868453565 

S.E. of regression 23.18895924632402  Akaike info criterion 9.157994723087358 

Sum squared resid 31188.21419380522  Schwarz criterion 9.22780620849476 

Log likelihood -272.7398416926207  Hannan-Quinn criter. 9.185301832849288 

F-statistic 85.11444248044092  Durbin-Watson stat 1.888045759418208 

Prob(F-statistic) 5.636134723369018e-13    
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INTERPRETATION 
From the above table, the intercept coefficient represents the expected value of the dependent variable (HIGH) when all independent variables are equal to zero. 
In this case, the intercept is 44.8216. F-statistic and p-value: The F-statistic tests the overall significance of the regression model. In this case, the F-statistic is 
85.1144, and the p-value (5.6361e-13) is extremely dependent variable from the regression line. 
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6. SHELL 
TABLE 6 

Dependent Variable: HIGH   

Method: ML ARCH - Normal distribution (BFGS / Marquardt steps) 

Date: 05/28/23 Time: 09:55   

Sample: 5/26/2022 5/25/2023   

Included observations: 251   

Convergence achieved after 30 iterations  

Coefficient covariance computed using outer product of gradients 

Presample variance: backcast (parameter = 0.7) 

GARCH = C (3) + C(4)*RESID(-1)^2 + C(5)*GARCH(-1) 
     
     
Variable Coefficient Std. Error z-Statistic Prob.  
     
     
C 2.584866700900059 0.3697993575740521 6.98991668849084 2.750495249237789e-12 

LOW 0.9719717378820216 0.006644921012129381 146.2728806117969 0 
     
     
 Variance Equation   
     
     
C 0.02498857486125924 0.01625707271315895 1.537089444216655 0.1242714075341427 

RESID(-1)^2 0.09328198199555422 0.05281726738488645 1.766126621352749 0.07737460814964996 

GARCH(-1) 0.7487956209748658 0.1315637571401428 5.691503779245544 1.259253685057595e-08 
     
     
R-squared 0.9900652149437965  Mean dependent var 56.54370250199202 

Adjusted R-squared 0.990025316208631  S.D. dependent var 3.968403078209776 

S.E. of regression 0.3963376648927485  Akaike info criterion 0.9934237346243804 

Sum squared resid 39.11380260854651  Schwarz criterion 1.063651880822225 

Log likelihood -119.6746786953597  Hannan-Quinn criter. 1.021685297332627 

Durbin-Watson stat 1.637783031153149    
     
     

GRAPH 5 
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INTERPRETATION 
From the above table, R-squared: The R-squared value of 0.9901 suggests that the model explains approximately 99.01% of the variation in the "HIGH" variable. 
Adjusted R-squared: The adjusted R-squared value of 0.9900. S.D. dependent var: The standard deviation of the dependent variable is 3.9684, indicating the 
average dispersion of the "HIGH" variable's values around the mean. 
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8. FINDINGS 
1. The Admiral Group dividend price of the company has been increasing over the years. It started at 33 in 2018 and reached 66.58 in 2022. It started at 1956.59 

in 2018, increased to 1971.357 in 2019, and then experienced a significant jump to 2306.224 in 2020. The share price continued to rise in 2021, reaching 
4849.172, but then decreased to 4103.69 in 2022. 

2. For the Associated British Foods, the dividend price for the given years varies. In 2018, it was 45.02 and the Share price was 2382.273. Share Price was 
2270.317 but Dividend price was increased slightly to 46.05 in 2019. However, in 2020, no dividends were paid out and Share price were, due to declining 
earnings, shareholder preferences and investors needs which had a negative impact on ABF’s share price. declined to 1839.097. In 2021, the dividend price 
was 20.04, and it increased significantly to 43.58 in 2022. However, the share price saw a recovery in 2021, reaching 2025.09. In 2022, the share price dropped 
to 1523.752. 

3. The share price of the Ashtead company experienced fluctuations over the years. In 2018, the share price was 1956.59, which increased slightly to 1971.357 
in 2019. It then significantly rose to 2306.224 in 2020 and further spiked to 4849.172 in 2021. However, it decreased to 4103.69 in 2022, showing an overall 
upward trend with some variations. The dividend price also varied over the years. It started at 33 in 2018, increased to 40 in 2019, and remained relatively 
stable at 40.65 in 2020. In 2021, it further increased to 42.15, and then significantly rose to 66.58 in 2022. 

4. The HSBC’s the dividend price per share has varied over the years. It started at 37.7242 in 2018, increased to 39.5972 in 2019, dropped to 21 in 2020, further 
decreased to 15.9126 in 2021, and then increased again to 21.7009 in, the share price also fluctuated throughout the years. It started at 669.6 in 2018, 
decreased to 606.016 in 2019, dropped significantly to 379.5333 in 2020, and then gradually increased to 391.722 in 2021 and 475.345 in 2022. 

5. The Tesco’s the dividend price shows some variations over the years. It increased from 4.6486 in 2018 to 60.08 in 2021, indicating a significant growth in 
dividend payments. However, it dropped to 3.85 in 2022, suggesting a decline in dividend payments compared to the previous year, The share price experi-
enced fluctuations during the given period. due to financial performance and regulatory requirements which had a mixed impact on HSBC's share price. It 
started at 274.4289 in 2018, reached a low of 238.0947 in 2021, and then increased to 241.8619 in 2022. 

6. The share price of the Shell company experienced fluctuations over the years. In 2018, the share price was 2358.2, which decreased to 1936.844 in 2019. 
However, it increased to 2037.095 in 2022, showing an overall upward trend. The dividend price also varied over the years. It started at 142.36 in 2018, 
increased to 146.65 in 2019, due to falling oil prices. then decreased to 73.65 in 2020. In 2021, it decreased further to 59.66, but rebounded to 80.47 in 2022. 

 

9. SUGGESTIONS 
• Associated British Foods (ABF) company has been decreasing its dividend policy in recent years. So, the company should consider paying a lower dividend in 

some years, introduce dividend reinvestment plan and the investors are suggested to be aware of the risks associated with investing in ABF.  

• HSBC's dividend policy has fluctuated over the years. So, the company is suggested to be more transparent about its dividend policy and pay a more stable 
dividend.  

• The Shell company has a long history of paying dividends, but it has been forced to cut its dividend twice in the past five years mainly. It is suggested that the 
company has to pay variable and special dividends to attract investors.  

• The companies are also suggested to provide clear transparent communication to investors about dividend policy, manage earnings volatility and should use 
dividend reinvestment plan (DRIP) which can help to boost the share prices. 

• The investors should not only rely on dividend yield as a measure of investment risk they should also consider other factors such as company's financial 
strength, earnings growth potential, and industry dynamics. 

• Investors should be aware that the relationship between dividend policy and share price volatility may change over time. Therefore, it is important to monitor 
this relationship on an ongoing basis. 

 

10. CONCLUSION 
However, it is important to note that the relationship between dividend policy and share price volatility is not always clear cut. For example, a study by Hussainey 
et al. (2011) found that the relationship between dividend yield and share price volatility was negative for some companies, but positive for others. The authors 
suggest that this may be due to the fact that dividend policy is only one factor that affects share price volatility, and other factors, such as the company's financial 
performance, may also be important. 
Ultimately, the impact of dividend policy on share price volatility is likely to depend on a number of factors, including the specific company, the overall market 
conditions, and the preferences of investors. However, the research suggests that a higher dividend yield may be associated with lower share price volatility, 
ceteris paribus. 
Here are some additional comments: 
The relationship between dividend policy and share price volatility is complex and not fully understood. More research is needed to better understand this rela-
tionship. 
The impact of dividend policy on share price volatility may vary depending on the specific company and the overall market conditions. 
Investors should consider a company's dividend policy as one factor when making investment decisions. However, other factors, such as the company's financial 
performance and the overall market conditions, are also important. 
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