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ABSTRACT 
 
 
 
 

This research paper documents the determinants of Malaysian stock return in oil and gas 

industry by eight factors that influence the stock return namely dividend-price ratio, earnings-

price ratio, price-to-book ratio, asset growth, company size, capital structure, unsystematic 

risk, and systematic risk using Pearson Correlation analysis and Standard Multiple Regression 

analysis model in the Malaysia stock market (Bursa Malaysia). The existence of these 

relationships is examined in terms of fourteen oil and gas public companies in Malaysia 

that are listed in Bursa Malaysia Berhad, and their performance throughout a recent five 

consecutive years (2010-2014). Through Pearson Correlation analysis, the researcher reports a 

strong relationship and high significance level between asset growth and stock return; capital 

structure and stock return; and price-to-book ratio and stock return. While a weak 

relationship and low significance level between systematic risk and stock return; 

unsystematic risk and stock return; company size and stock return. Capital structure and 

unsystematic risk are variables that have inverse relationship with stock return while other 

variables indicate positive relationship with stock return. Overall, asset growth shows the 

highest significance level and variance in stock return while the systematic risk shows the 

lowest significance level and variance in stock return. Through Standard Multiple 

Regression analysis, dividend-price ratio, earnings-price ratio, price-to-book ratio, asset 

growth, and capital structure correlate substantially with stock return. The Durbin-Watson 

statistics reports the existence of positive serial correlation, significant difference and small 

effect size in the study. Asset growth reports the strongest unique contribution variable in 

explaining the stock return. 

 

Keywords: return determinants, performance, dividend-price ratio, earnings-price ratio, price-

to-book ratio, asset growth, capital structure, unsystematic risk, and systematic risk. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



v 
 

ABSTRAK 

 

 

 

Kertas kajian ini mendokumentasi penentu pulangan saham Malaysia dalam industri minyak 

dan gas oleh lapan faktor yang mempengaruhi pulangan saham iaitu nisbah harga dividen, 

nisbah perolehan harga, nisbah harga kepada nilai buku, pertumbuhan aset, saiz syarikat, 

struktur modal, risiko tidak sistematik dan risiko sistematik menggunakan Pearson Correlation 

analisis dan Standard Multiple Regression model analisis dalam pasaran saham Malaysia 

(Bursa Malaysia). Kewujudan perhubungan ini diperiksa dalam soal empat belas buah minyak 

dan syarikat gas awam di Malaysia yang tersenarai dalam Bursa Malaysia Berhad dan prestasi 

mereka sepanjang lima tahun berturut-turut (2010-2014) baru-baru ini. Melalui Pearson 

Correlation analisis, penyelidik melaporkan satu perkaitan yang kukuh dan kepentingan besar 

menyamakan antara pertumbuhan aset dan pulangan saham; struktur modal dan pulangan 

saham; dan nisbah harga kepada nilai buku dan pulangan saham. Manakala satu perhubungan 

lemah dan aras keertian rendah antara risiko sistematik dan pulangan saham; risiko tidak 

sistematik dan pulangan saham; saiz syarikat dan pulangan saham. Struktur modal dan risiko 

tidak sistematik ialah pembolehubah yang mempunyai hubungan songsang dengan pulangan 

saham manakala pembolehubah-pembolehubah lain menunjukkan hubungan positif dengan 

pulangan saham. Keseluruhan, pertumbuhan aset menunjukkan aras keertian tertinggi dan 

varians dalam pulangan saham manakala risiko sistematik menunjukkan aras keertian terendah 

dan varians dalam pulangan saham. Melalui Standard Multiple Regression analisis, nisbah 

harga dividen, nisbah perolehan harga, nisbah harga kepada nilai buku, pertumbuhan aset dan 

struktur modal mengaitkan sebahagian besarnya dengan pulangan saham. Laporan statistik 

Durbin-Watson kewujudan korelasi bersiri positif, saiz perbezaan penting dan kesan yang 

sedikit dalam kajian. Pertumbuhan aset melaporkan sumbangan unik terkuat berubah-ubah 

dalam menjelaskan pulangan saham. 

 

 

Kata kunci: hasil penentu, prestasi, nisbah harga dividen, nisbah perolehan harga, nisbah harga 

kepada nilai buku, pertumbuhan aset, struktur modal, risiko tidak sistematik dan risiko 

sistematik. 
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CHAPTER 1 

INTRODUCTION 

1.1. Background of the Study 

Malaysia Business Forecast Report that includes 10-Year forecast from year 

2014 to year 2023 recorded that Malaysian real GDP (Gross Domestic Product) 

is seeing a compound annual average rate of 4.0% (8.3% in nominal United 

States dollar terms) for over the next decade (from year 2014 to year 2023) as a 

result of continuous business environment improvement and further ASEAN 

(Association of Southeast Asian Nations) economic integration due to strong 

demographic trends. Even though this is slightly below the 4.3% (10.5% in 

nominal United States dollar terms) rate which is seen over the past decade, 

lower growth of working age population and the rise of labor productivity growth 

are seen to be the greater impact. There are risks of the lofty level of household 

debt and uncertainty regarding the fiscal trajectory but luckily not seemingly 

derails the economic strong prospects. Businesses in Malaysia benefit from one 

of the most open foreign direct investment regimes in East Asia and excellent 

access to financing on local equity markets. Since year 2010, Malaysia has been 

liberalizing many sectors of the economy to encourage growth and innovation via 

removing restrictions on FDI (Foreign Direct Investment). Malaysia’s Economic 

Openness score of 79.8 out of 100, being in second place out of twenty nine 

countries, behind Hong Kong. This empirical study by BMI (Business Monitor  

 



The contents of 

the thesis is for 

internal user 

only 



103 

 

REFERENCES 

Adomian, G. (1988). A Review of the Decomposition in Applied Mathematics. Journal of 

Mathematical Analysis and Applications, 135(2), 501–544. 

Allen, D. E., & Bujang,I (2009). Stock Returns and Equity Premium Evidence Using Dividend 

Price Ratios and Dividend Yields in Malaysia. School of Accounting, Finance and 

Economics & FEMARC Working Paper Series Edith Cowan University, 1-14. 

An, J., Bhojraj, S., & Ng, D. T. (1990). Warranted Multiples and Future Returns. Journal of 

Accounting, Auditing & Finance, 13, 143-169. 

Andrijasevic, M., & Pasic, V. (2014). A Blueprint of Ratio Analysis as Information Basis of 

Corporation Financial Management. Problems of Management in the 21
st
 Century, 9(2), 

117-123. 

Aras, G., & Yilmaz, M. K. (2008). Price-Earnings Ratio, Dividend Yield , and Market-To-Book 

Ratio To Predict Return On Stock Market : Evidence From The Emerging Markets. Journal 

of Global Business and Technology, 4(1), 18–31. 

Asiri, B. K. (2015). How Investors Perceive Financial Ratios at Different Growth Opportunities 

and Financial Leverages. Journal of Business Studies Quarterly, 6(3), 1-10. 

Brigham, E. F., & Houston, J. F. (2010). Essentials of Financial Management. (Y.-M. Chiang, 

H. Sing Lee, & B. Ariffin, Eds.) (2nd ed.). Singapore: Cengage Learning Asia, 74. 

Business Monitor International. (2014). Malaysia Business Forecast Report Includes 10- Year 

Forecast to 2023: Export-Led Growth Continues. Business Monitor International Ltd, 

(October), Q1 2015. ISSN 1744-8794, www.businessmonitor.com 

Cakici, N., & Topyan, K. (2013). Return Predictability of Turkish Stocks : An Empirical 

Investigation. Emerging Markets Finance & Trade, (September-October), 49(5), 99–119. 

http://doi.org/10.2753/REE1540-496X490506 

Campbell, J., & Shiller, R. (1988). The Dividend-Price Ratio and Expectations of Future 

Dividends and Discount Factors. Review of Financial Studies, 1(3), 1–34. 

http://doi.org/10.1093/rfs/1.3.195 

Campbell, J., & Shiller, R. J. (1988). Stock Prices, Earnings, and Expected Dividends. Journal of 

Finance, 43(3), 661–676. http://doi.org/10.2307/2328190 



104 

 

Campbell, J. Y., & Shiller, R. J. (1987). Cointegration and Tests of Present Value Models. 

Journal of Political Economy, 95(5), 1062–1088. 

Chiao, C., Hung, W., & Yao, C. (2010). The Absence of the Book-To-Market Effect in the 

Taiwan Stock Market: A Decomposition Approach. Japanese Economic Review, 61(2), 

289–299. http://doi.org/10.1111/j.1468-5876.2009.00485.x 

Chin, L., & Hong, L. W. (2008). Can Financial Ratios Predict the Malaysian Stock Return? 

Integration & Dissemination, 2, 7–8. Retrieved from 

http://ezproxy.lib.monash.edu.au/login?url=http://search.ebscohost.com/login.aspx?direct=t

rue&db=bth&AN=32766349&site=ehost-live&scope=site 

Clark, P. K. (1987). The Cyclical Component of U.S. Economic Activity. The Quarterly Journal 

of Economics, (November). 

Combettes, P. L., & Pesquet, J.-C. (2008). A Proximal Decomposition Method for Solving 

Convex Variational Inverse Problems, 1–31. UPMC Université Paris 06 & Université 

Paris-Est, http://doi.org/10.1088/0266-5611/24/6/065014 

Cooper, M. J., Gulen, H., & Schill, M. J. (2008). Asset Growth and the Cross-Section of Stock 

Returns. The Journal of Finance, LXIII(4), 1609–1620. 

Deng, Z., Lev, B., & Narin, F. (1999). Science and Technology as Predictors of Stock 

Performance. Financial Analysts Journal, 55(3), 20–32. 

http://doi.org/10.2469/faj.v55.n3.2269 

Erdogan, E. O., Erdogan, M., & Omurbek, V. (2015). Evaluating the Effects of Various 

Financial Ratios on Company Financial Performance : Application in Borsa İstanbul. 

Business and Economics Research Journal, 6(1), 35–42. 

Esmeralda, L., & Edward J, Z. (2004). Predicting Stock Returns in the Developing Markets of 

Eastern Europe. Journal of Investing, 63–71. Retrieved from 

http://search.proquest.com.eserv.uum.edu.my/docview/220762103/fulltext/4CBC79AD7F5

249E7PQ/18?accountid=42599 

Farlex, I. (2012). Excess Return. Retrieved August 21, 2015, from http://financial-

dictionary.thefreedictionary.com/Excess+Returns 

Favero, C. a., Gozluklu, A. E., & Tamoni, A. (2011). Demographic Trends, the Dividend-Price 

Ratio, and the Predictability of Long-Run Stock Market Returns, 46(5), 1493–1520. 

http://doi.org/10.1017/S0022109011000329 



105 

 

Ferson, W. E., Sarkissian, S., & Simin, T. T. (2003). Spurious Regressions in Financial 

Economics ? Spurious Regressions in Financial Economics ? The Journal of Finance, 

LVIII(4), 1393–1414. 

Frangioni, A., & Gendron, B (2010). A Stabilized Structured Dantzig-Wolfe Decomposition 

Method. CIRRELT-2010-02, 1-34. 

Harrington, S. E. (1983). The Relationship Between Risk and Return: Evidence for Life 

Insurance Stocks. Journal of Risk and Insurance (pre-1986), 50(4), 587. 

Harvey, C. R. (2011). Earnings Yield. Retrieved August 21, 2015, from 

http://www.nasdaq.com/investing/glossary/e/earnings-yield 

Harvey, C. R. (2012a). Earnings-Price Ratio. Retrieved August 21, 2015, from http://financial-

dictionary.thefreedictionary.com/Earnings-Price+Ratio 

Harvey, C. R. (2012b). Excess Returns. Retrieved August 21, 2015, from http://financial-

dictionary.thefreedictionary.com/Excess+Returns 

Hodrick, R. J., & Prescott, E. C. (1997). Postwar U.S. Business Cycles: An Empirical 

Investigation. Journal of Money, Credit, and Banking, 29(1), 1–16. 

Jiang, X., & Lee, B. S. (2012). Do Decomposed Financial Ratios Predict Stock Returns and 

Fundamentals Better? Financial Review, 47(3), 531–564. http://doi.org/10.1111/j.1540-

6288.2012.00339.x 

Jules, H., & Koijen, R. S. J. (2010). Predictive Regressions : A Present-Value Approach. The 

Journal of Finance, (August), LXV(4), 1439-1470. 

Khan, M. Y., & Jain, P. K. (2013). Basic Financial Management (3rd ed.). New Delhi: Tata 

McGraw-Hill Education Private Limited. 

Kok, N. K., Weina, Z., Marimuthu, M., & Bhattacharya, S. (2010). Financial Management (1st 

ed.). Selangor, Malaysia: Oxford Fajar Sdn. Bhd under license from Oxford University 

Press. 

Koslowsky, D. (2009). David Koslowsky. University of Manitoba. 

Li, X., Becker, Y., & Rosenfeld, D. (2012). Asset Growth and Future Stock Returns: 

International Evidence. Financial Analysts Journal, 68(3), 51–62. 

Lin, Y.-M., Hsu, Y.-S., & Chen, S.-L. (2009). Cash-Flow News, Market Liquidity and Liquidity 

Risk. Applied Economics, 41(9), 1137–1156. http://doi.org/10.1080/00036840601019158 



106 

 

Mankin, J. A., & Jewell, J. J. (2014). A Sorry State of Affairs : The Problems with Financial 

Ratio Education. Academy of Educational Leadership Journal, 18(4), 195–220. 

Mcmillan, D., & Wohar, M. (2013). UK Stock Market Predictability: Evidence of Time 

Variation. Applied Financial Economics, 23(12), 1043–1055. 

Olowoniyi, A.O.; Ojenike, J. O. (2013). Capital structure and Stock Returns in Nigeria: A Panel 

Co-integration Approach. The International Journal of Applied Economics and Finance, 

7(1), 49–53. http://doi.org/10.3923/ijaef.2013.49.53 

Pallant, J. (2013). SPSS Survival Manual: A Step by Step Guide to Data Analysis Using IBM 

SPSS (5th ed.). McGraw-Hill. 

Pindyck, R. S., & Rotemberg, J. J. (1993). The Comovement of Stock Prices. The Quarterly 

Journal of Economics, (November), 108(4), 1073–1104. http://doi.org/10.2307/2118460 

Return. (2015). In Investopedia. Retrieved from 

http://www.investopedia.com/terms/r/return.asp?layout=orig 

Ross, S. A., Westerfield, R. W., & Jaffe, J. (2010). Corporate Finance (International). New 

York, The United States: McGraw-Hill/Irwin. 

Ruszczyński, A. (1995). On Convergence of an Augmented Lagrangian Decomposition Method 

for Sparse Convex Optimization. Mathematics of Operations Research, (August), 20(3), 

634-655. 

Scott, D. L. (2003). Earnings-Price Ratio. Retrieved August 21, 2015, from http://financial-

dictionary.thefreedictionary.com/Earnings-Price+Ratio 

Spaulding, W. C. (2015). Earnings Yield. Retrieved August 21, 2015, from 

http://thismatter.com/money/stocks/valuation/earnings-yield.htm 

Stock Market Returns. (2010). Retrieved from http://www.economywatch.com/stock-markets-in-

world/returns.html 

Theart, Lomari; Krige, N. (2014). Liquidity as an investment style: Evidence from the 

Johannesburg Stock Exchange. Management Dynamics, 23(3), 30–43. 

Tsuji, C. (2014). An Overview of the Corporate Capital Structure in the Industries at the Tokyo 

Stock Exchange. International Business Research, 7(2), 100–113. 

http://doi.org/10.5539/ibr.v7n2p100 

 



107 

 

Tudor, C. (2012). Information asymmetry and risk factors for stock returns in a post-communist 

transition economy: Empirical proof of the inefficiency of the Romanian stock market. 

African Journal of Business Management, 6(16), 5648–5656. 

http://doi.org/10.5897/AJBM11.765 

Vuolteenaho, T. (2002). What Drives Firm-Level Stock Returns. The Journal of Finance, 

(February), LVII(1), 233–264. http://doi.org/10.1111/1540-6261.00421 

Wen, Q. (2013). Asset Growth and Stock Market Returns: A Time-Series Analysis. 

 

 

 


	COPYRIGHT
	TITLE PAGE
	PERMISSION TO USE
	ABSTRACT
	ABSTRAK
	ACKNOWLEDGEMENTS
	TABLE OF CONTENTS
	LIST OF TABLES
	LIST OF FIGURES
	LIST OF ABBREVIATIONS
	CHAPTER 1: INTRODUCTION
	1.1. Background of the Study
	1.2. Problem Statement
	1.3. Research Questions
	1.4. Research Objectives
	1.5. Significance of the Study
	1.6. Scope and Limitations of the Study
	1.7. Organization of the Thesis

	CHAPTER 2: LITERATURE REVIEW
	2.1. Introduction
	2.2. Determinants of Stock Return
	2.3. Empirical Evidence from Developed and Emerging Countries
	2.4. Summary

	CHAPTER 3: METHODOLOGY
	3.0. Introduction
	3.1. Research Framework
	3.2. Hypotheses Development
	3.3. Research Design
	3.4. Operational Definition
	3.5. Instrumentation
	3.6. Data Collection
	3.7. Sampling
	3.8. Data Collection Procedures
	3.9. Techniques of Data Analysis

	CHAPTER 4: RESULTS AND DISCUSSION
	4.1. Descriptive Statistics
	4.2. Pearson Correlation
	4.3. Standard Multiple Regression
	4.4. Summary

	CHAPTER 5: CONCLUSION AND RECOMMENDATION
	5.0. Introduction
	5.1. Findings of the Study
	5.2. Implications and Recommendations for Future Research
	5.3. Conclusion

	REFERENCES



