
Introduction
One of the primary goals of a firm is the 

maximization of shareholders' wealth which 

translates into optimization of the market value of 

shareholders. This objective entails three core 

decisions; investment; financing and dividend 

decisions. Amid these three decisions, dividend 

selection is the most controvertible and highly 

debated in the literature of corporate finance 

especially after Miller and Modigliani's (M-M) 

theory of dividend irrelevance. No little wonder 

Black (1976) stressed that “the harder we look at 

the dividend picture, the more it seems like a 

puzzle, with pieces that don't fit together”. 

Dividend policy is a contentious policy in 

corporate finance due to the numerous interest 

groups (management, shareholders, investors, and 

lenders) in a firm. Each group of the interest has 

varying expectations from the company with 

regards to management's dividend policy 
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Shareholders deserve a reward from their 

investments in the company though they hold 

residual claims on the company.   

Dividend policy refers to the portion of a 

company's earnings that should be distributed 

between shareholders and the proportion that 

should be retained in the company in order to take 

advantage of future profitable investments. 

Dividend policy according to Pandey (2010) 

involves the balancing of shareholders' desire for 

current dividends and the firm's desire for funds 

for growth. As dividend policy remains 

contentious in finance literature among countries 

of the world. The controversy is shrouded on why 

some companies pay dividend and others do not. 

And for the companies that ensure regular 

dividend payment, the question is what factors 

motivate them to pay dividend? However, Lintner 

(1956) posits that companies with dividend 

payment ratio in developed markets do so in 

consideration of the current earnings and past 

dividends. Lintner's position has led to many 

research works in order to unravel factors 

responsible for dividend policy especially with 

increasing challenges in the business environment 

coupled with shareholders' and management's 

varied expectations of each other. 
Despite the volume of theoretical and empirical 

research works on the determinants of dividend 

policy, there is no congruence among researchers 

on the drivers of dividend policy even in 

developed economies whose corporate policies 

are considered to run transverse with developing 

countries. Researchers have identified size; 

earnings; cash flow; liquidity; growth; leverage; 

management policy; tax; and previous dividend 

paid as some determinants of dividend policy.
However, due to the wide-ranging factors that 

affect dividend policy, this study is carried out to 

examine the determinants of dividend pay-out on 

banks quoted on the floors of the Nigerian Stock 

Exchange. Banking industry globally, is the most 

regulated even as it is largely owned and run by 

private individuals because of their sensitive roles 

in an economy. Considering the importance of the 

banking industry, the objective of the study is to 

evaluate the impact of dividend policy 

determinants on dividend pay-out of banks listed 

on the floors of the Nigerian Stock Exchange. 

Review of Related Literature 
Conceptual Framework
Dividend is the reward attributable to shareholders 

as a compensation for their investment or 

opportunity cost for the funds they would 

ordinarily invest elsewhere or spent on 

consumption of goods and services. It refers to the 

portion of earnings or after tax profit available to 

be distributed to shareholders after taking various 

investments and financing decisions available to 

the company. Dividend policy, on the other hand, 

is the division of earnings between retention and 

payment to shareholders of the company. Dividend 

policy has remained a contentious issue in 

corporate finance owing to its impact on the firm's 

value. However, the issue of dividend policy and 

firm's value is considered by Miler and Modigliani 

(1961) as immaterial in determining the firm's 

value in their popular irrelevance theorem of 

dividend policy. Though, the work of the duo 

contradicts Scholes (1956) study in which he 

highlighted the major determinants of dividend 

payout that affect the value of the firm. 
Dividend policy is a guide to the fraction of 

earnings that is paid as a dividend to shareholders 

and the portion that is retained in the company. 

Retained earnings are internal sources of funds for 

long-term growth of firms and it offers the 

advantages of ease of procurement; cheapness and 

strength to the shareholders through increased 

earnings. Cash dividend however, has the 

advantage of reducing available cash, exposure to 
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external financiers and denial of the company 

from investing on profitable future investments 

that will enhance the value of the firm. 
Determinants of Dividend Policy
Several factors have been identified to influence 

the proportion of a company's earnings that 

should be paid to shareholders and the fraction 

that should be retained to finance long-term 

projects. The empirical studies by scholars 

revealed some determinants of dividend pay-out 

that include:
Profitability – This refers to the outstanding 

earnings available to the company after 

cognizance has been taken of all overheads and 

taxes. It is the earnings that belong to the residual 

owners of the company. Profit is primary in 

dividend policy discussions because if a company 

does not make a profit, it will be illogical to 

discuss the sharing formula for dividend payout 

and the amount that should be retained in the 

business. Some researchers found profitability as 

one of the primary determinants of dividend 

payout policy. Though, there are mixed results on 

the relationship of profitability and dividend 

payout. While some scholars argue on a weak 

relationship between the variables others provide 

a positive and strong relationship between the two 

variables. A stable and profitable firm has great 

chances to offer free cash flows to the 

shareholders in form of dividend than an 

unprofitable company. Baker and Powell (2000) 

argued that the higher the profit, the more the 

willingness to pay higher dividends to 

shareholders.
Size – It relates to the quantum of assets owned by 

a company. The larger the assets of a company, the 

greater the revenue it generate (if the assets are 

efficiently utilized) and the more the chances of 

the firm in attracting internal and external funds. 

Studies by (Al-Twaijry, 2007; Eriotis, 2005; 

Ahmed and Javid, 2009 and Al-Kuwari, 2009) 

showed a direct relationship between size, 

earnings and dividend payout. According to Ani 

and Ozor (2016), large sized companies pay higher 

dividends and small sized companies pay lesser 

dividends. The duo argue that lowly sized 

companies find it difficult to raise funds unlike 

large companies that have easy access to the 

capital market and therefore depend less on 

internal funds which ultimately increases the 

company's chance to pay dividends.
Leverage – This refers to the structure of a 

company's capital in terms of debt and equity 

financing. It is believed that a firm's ability to use 

external funds in its operation will boost its chance 

of earning sufficient revenue since debt puts a firm 

on its toes in using the funds efficiently. However, 

shareholders are averse in the use of debts 

(especially with developing countries) to finance 

long-term projects. There are varied empirical 

results from researchers with regard to the 

relationship of leverage to dividend payout. Rozeff 

(1982) argued that firms with high financial 

leverage tend to have low payout ratios. Al-

Malkawi, (2007) revealed an inverse relationship 

between debt and the amount of dividend paid to 

shareholders in a period. In contrast, Kania and 

Bacon (2005) revealed a positive relationship 

between debts and dividend payout.

Liquidity - Liquidity is another important 

determinant of dividend payouts. Firms with 

sufficient liquidity are more likely to pay 

dividends in comparison with companies that have 

liquidity challenges. Liquidity, apart from 

available cash refers to the speed at which a 

company's receivables are converted to cash with 

less loss. Dividend payments depend more on cash 

flows which reflect the company's ability to pay 

dividends. A poor liquidity position means less 

generous dividends due to a shortage of cash, 

(Kanwal and Kapoor 2008). Supporting the 
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argument, Alli, Khan, and Ramirez (1993) submit 

that dividend payments depend more on cash 

flows, which reflect the company's ability to pay 

dividends rather than on current earnings of the 

firm that are strongly influenced by accounting 

practices adopted by the firm.

Factors influencing Dividend Policy

The decision to pay a dividend or retain earnings 

for investment opportunities in the company is 

influenced by some of the following factors:

Financial needs of the firm – Companies are 

going concern and therefore will continue to exist 

in the near future. The existence of firms is 

dependent on its financial needs in the future. 

Projected cash flows show the capital 

expenditures, build-up stocks, increase in debtors, 

debt servicing obligations and other expenses that 

may influence a firm's cash flow in the future. The 

overall financial needs of the company affect its 

decision on whether to pay; the amount to pay as a 

dividend or plough back earnings into the 

business.

Liquidity – This refers to the amount of cash and 

near cash assets available to pay a dividend if a 

cash dividend is involved. A company may be 

profitable without being liquid, in such cases, the 

funds are tied with debtors. Unavailability of cash 

impairs dividend payments by companies.

Dividend Payout ratio – It refers to the 

proportion or percentage of earnings that should 

be paid as a dividend to shareholders in line with 

the corporate policy of the firm.

Access to Borrowing – Accessibility of firms to 

external borrowing influences payment of 

dividends. Some firms that are young or new in 

operation may find it difficult to access funds in 

the capital market or elsewhere to pay dividends at 

early stages compared to large sized known firms 

with track records. In such cases, the policy to pay 

a dividend in periods of illiquidity may pose a 

serious issue.

Theoretical Framework

Dividend policy theories are suppositions that 

either justify or invalidate the payment of 

dividend. Basically, there are two popular 

opposing schools of thought on dividend policy 

known as the relevance and irrelevance schools. 

Relevance Theory - The scholars in this group 

rationalize the payment of dividend to 

shareholders and argue that firms that pay 

dividends regularly stand the chance of positively 

impacting on the firm's value, stock price and 

capital appreciation. The advocates of this school 

include; Gordon-Lintner (Bird-in-the-Hand) 

theory, Walter model, Tax-preference theory, 

Signaling hypothesis, Agency hypothesis, and 

Clientele Effect hypothesis.

Irrelevance Theory – Modigliani and Miller 

(1961) are the pioneers of this theory as they argue 

that with no taxes or bankruptcy costs payment of 

dividend is irrelevant in affecting the value of the 

firm and by extension the stock price and capital 

gains, hence payment of dividend is irrelevant as it 

has no effect on the market value of the firm or on 

the cost of capital. Theories behind the irrelevance 

theory are Modigliani and Miller theorem and the 

Residual theory.

Bird-in-the-Hand Theory - The proponents of 

the theory are Myron Gordon (1963) and John 

Lintner (1962). The duo argued that dividend 

payment is relevant in determining the value of the 

firm with the backing of an old adage which states 

that “a bird in hand is worth two in the bush”. The 

theory is led on the premise of existing 

uncertainties in the market but in the absence of 

such fears and transactions costs, then, firms can 

capitalize dividend into profitable projects that 

will lead to capital appreciation in the future. The 

theory presupposes that risk-averse investors 

prefer immediate return on their investment to 

unpredictable gains in the future.  
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Signaling Theory – The theory suggests the 

ability of dividend to positively communicate 

strong information to both owners and investors 

alike in the market and this will translate into 

share appreciation as well as capital gains. In a 

nutshell dividend, declaration and payment have 

direct relationship with share price even as it 

indirectly informs the public of the positive 

performance of the company. Conversely, 

reduction or non-payment of dividend transmits 

into the public of drop in earnings which further 

reduces both the price of its stock and capital 

gains.

Tax Preference theory – Berman was the pioneer 

scholar of this theory and he argued that investors 

prefer capital gains tax that arises from the 

disposal of shares after its market appreciation to 

tax on dividends via withholding tax since the 

later has higher tax rate than the former. Tax 

therefore is an element of consideration in 

dividend decision as it is significant in both 

personal investment and corporate investment 

decisions, (Hashim, Shahid, Sajid and Umair, 

2013). 

Agency theory/Free Cash flow Theory – The 

theory emanates from agency problem which is 

usually the conflict between principal and agent. 

Principal refers to the shareholders/owners of the 

firm while agents are managers that run the affairs 

of the company on behalf of the owners by 

ensuring optimal maximization of shareholders' 

wealth. Conflicts arise when agents rather than 

reward shareholders or invest in profitable 

projects with strong positive NPV go for less or 

negative NPV projects thereby having cash at 

their disposal for flamboyant spending. It is 

therefore argued that dividend payout reduces 

both agency and monitoring costs to shareholders.

Residual theory – The theory holds that dividend 

payment is irrelevant in determining a firm's 

future market value since dividend decision comes 

as an aftermath of the firm's decision to retain cash 

for available investment opportunities and projects 

with positive net present value (NPV), therefore 

dividends are residual as some investors are 

indifferent on dividend payment.

Review of Empirical Studies

Soondur, Maunick, and Sewack (2016) explored 

the determinants of dividend policy of companies 

listed on the Stock Exchange of Mauritius by using 

a sample of 30 companies listed on the Stock 

Exchange of Mauritius, from 2009-2013. The 

study used regression analysis and fixed and 

random effect model to determine the effects of 

earnings per share, net income, retained earnings, 

cash and debt to equity on the dividend policy of 

the listed companies operating in the Mauritian 

Stock Exchange. Two measures of dividend policy 

were used; dividend per share and dividend payout 

ratio. The findings show there is a significant 

negative relationship between companies' 

dividend policy and their retained earnings. The 

results further indicate that there is no meaningful 

connection between the dividend policy and a 

company's cash and debt to equity ratio.

Odesa and Ekezie (2015) examined the 

determinants of dividend policy in quoted 

companies in Nigeria using a cross sectional data 

from 131 quoted companies in Nigeria. The study 

used both descriptive an ex-post facto research 

design and employed correlation and regression 

analysis to test the relationship between the 

variables in the study. The result revealed that 

investment opportunity is negatively related to 

dividend policy while debt, ROE, shareholder 

structure, and last dividend paid have a positive 

significant relationship with dividend policy.

In order to ascertain the relationship between 

dividend policy and corporate profitability, 

Monogbe and Ibrahim (2015) carried out a 
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research by using data from annual reports of 25 

quoted companies in Nigeria Stock Exchange. 

The study employed regression model for its 

analysis. The findings show that there is positive 

and significant association between the firm 

performance and dividend policy and that there is 

also a strong and positive significant relationship 

between profit after tax and investment in the firm 

and dividend policy.    

In a study to establish the relationship between 

dividend policy and corporate performance in 

Nigeria, Adediran and Alade (2013) collected data 

from annual reports of 25 quoted companies. 

Using regression analysis for data estimation, the 

findings from the study indicates that there is a 

significant positive relationship between 

dividend policies of organizations and 

profitability; there is also a significant positive 

relationship between dividend policy and 

investments and there is a significant positive 

relationship between dividend policy and 

earnings per share.

Nnadi, Nyema, and Bariyima (2013) empirically 

studied the determinants of dividend policy of 

listed firms in the African Stock Exchanges using 

available financial data of listed firms in the 29 

stock exchanges in Africa, from 1998-2009. The 

study finds similarities in the determinants of 

dividend policy in African firms with those in 

most developed economies. In particular, agency 

costs are found to be the most dominant 

determinant of dividend policy among the firms.

Sajid, Muhammad, Bilal, Shafiq and Mehran 

(2012) investigated the different firm specific 

factors that influence the decision relating to 

corporate dividend policy; the association 

between taxes and dividend policy and the 

association between dividends, profits and taxes. 

The study sample consists of 120 Karachi Stock 

Exchange listed companies with a study period 

from, 2000 – 2011. Using panal data technique and 

standard multiple regression analysis, the results 

indicate that variables of liquidity, size and 

profitability have significant positive, whereas 

leverage has significant negative influence on 

dividend payments of companies. The study 

equally found that the link between dependent 

variable profit and explanatory variable tax is 

positive but statistically insignificant while 

dividend has direct positive correlation with profit. 

Bogna, (2015) examined the determinants of 

dividend policy of Polish listed companies. In the 

study, panel data analysis was applied to 

investigate the determinants of dividend policies 

of Polish companies. The study used the Hausman 

test of random effects model for estimation. The 

results indicate that there is an evidence of a 

significant negative relationship between 

profitability of the firm (ROE; firm's leverage 

(LEV) and dividend payout ratio (DPO and a 

positive relationship between the size of a firm, its 

P/E ratio and dividend payout ratio.

In a study carried out by Luvembe, Njangiru and 

Mungami (2014) to assess the effect of dividend 

payout on market value of listed banks in Kenya, 

the researchers used descriptive research design of 

10  listed banks in Kenya, from 2006 – 2010. 

Secondary data was obtained from Nairobi 

Securities Exchange for the period. The result of 

the study showed significant and positive 

relationship between market value and capital 

structure, corporate earnings, dividend payout 

ratio and capital market investments in most of the 

years.

Anupam Mehta (2012) examined the determinants 

of dividend payout for all firms in the areas of real 

estate, energy sector, construction sector, 

telecommunications sector, health care and 

industrial sectors (except bank and investment 

concerns) listed on the Abu Dhabi Stock exchange 
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for a period of five years, 2005-2009. A range of 

determinants of dividend policy that included 

profitability, risk, liquidity, size and leverage of 

the firm were studied. Correlation and multiple 

regression techniques were used to find out the 

most significant variables used by the United 

Arab Emirates' firms in making the dividend 

decisions. The study provides evidence that 

profitability and size were the most important 

considerations of dividend payout decisions. 

Badu (2013) examined the determinants of 

dividend payout policy of listed financial 

institutions in Ghana from 2005 – 2009 using a 

fixed random effects with a panel data for the 

study. The results from the study showed 

statistical significance and positive relationship 

between age and liquidity while profitability and 

collateral had a statistically insignificant 

relationship with dividend payment.

Uwuigbe (2013) examined the determinants of 

dividend policy in selected listed firms in 

Nigerian Stock Exchange for the period, 2006- 

3011 using judgmental sampling technique. The 

study employed regression method in analyzing 

the effects of financial performance of firms, firm 

size, financial leverage and board independence. 

The result of the findings showed that there is 

significant positive relationship between firms' 

financial performance, size of firms and board 

independence on dividend payouts decisions of 

listed firms in Nigeria.

An investigation into the determinants of 

dividend policy in Pakistani banking sector listed 

at different Stock Exchanges was carried out by 

Hashim, Shahid, Sajid and Umar (2013) using 

data from domestic and foreign banks operating in 

Islamic and conventional banking with a coverage 

period of 2003 – 2009. Stepwise regression 

analysis was applied and the results revealed that 

profitability, last year dividend, and ownership 

structure showed the highly significant 

relationship and positive impact with dividend 

payout while liquidity though highly significant 

but had a negative impact on dividend payout on 

the banking industry. The results further showed 

that size, leverage, agency cost, growth and risk 

had both insignificant and negative impact on 

dividend payout.

Uwuigbe, Jafare and Ajayi (2012) investigated the 

relationship between the financial performance 

and dividend payout among listed firms' in Nigeria 

using annual reports from 50 sampled firms for the 

period, 2006 – 2010. The study employed 

regression technique for statistical analysis. The 

findings from the study showed that there is a 

significant positive association between firms' 

performance and dividend payout and also that 

ownership structure and firm size have a 

significant impact on a dividend payout of the 

sampled firms in Nigeria.   

Methods/Materials

Research design - The study employed the use of 

ex-post facto research design to investigate the 

how the variables under study relate to each other; 

hence, the beauty of the method is that the 

variables are devoid of manipulation by the 

researcher but rather they are studied in retrospect, 

seeking possible and plausible relations and the 

likely effects, the changes in independent variables 

produce on a dependent variable.

Sources and Nature of Data - Annual time 

series data of secondary nature were obtained from 

published Annual Reports and Accounts of 

selected Banks as well as Nigerian Stock 

Exchange Fact Books of various years. The study 

covered the period, 2006 – 2015. The basis for the 

selection of the period was because the chosen 

banks in the study were dividend paying banks 

during the period reviewed. The nature of the data 
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permits the use of panel data method of analysis.

 

Method of Data Analysis - The study used 

Ordinary Least Square (OLS) Regression 

approach to analyze and estimate the annual time 

series data set in order to achieve the objectives of 

the research. In this regard, panel data method of 

analysis was used on the Least Square model. 

Wasike and Jagongo (2015) posit that panel data 

entails the pooling of observations on a cross-

sectional basis over several time periods and 

provides results that are not noticeable in pure 

cross-sectional studies.

Model specification - The economic theories 

suggest providers of capital or equity holders that 

provide funds for the running of the organizations 

on profitable basis deserve rewards (dividend) 

from profits made after cognizance has been taken 

to settle all interest groups in the company 

especially debt providers. As residual owners, 

dividends should be paid in order to reduce 

agency friction. Though firms face dual decision 

challenges to either pay dividends or retain 

earnings for investment purposes in the future. 

However, in order to settle and address the 

signaling effects and other related issues that 

support dividend policy, payment of dividend is 

an essential management policy. Thus, the model 

for the study was anchored on modified Linter's 

model and follows the works of Monogbe and 

Ibrahim (2015) and Adediran and Alade (2013) 

with some modifications in the variables studied. 

The model is generally specified in the form;

D  = α ∑  χ  + 3.1it i +  j ijt it  

The functional form of model 3.1 is specified as 
follows:
Div = f(Earnings, Size, Liquidity, Leverage)....3.2
The final version of the model in econometrical  

form is given as:
Div  + (EPS) + (Size) + (Liquidity) + it = 0 1 2 3

(Leverage) + µ  3.34 t.

Where:
Div = Dividend per Share of Bank i at time tit 

Earnings = Earnings of Bank i at time t proxied by t 

EPS
Size = Size of Bank i at time t proxied by value of t 

total assets
Liq = Liquidity of Bank i at time t proxied by cash t 

and its equivalent at the financial year end. 
Lev = proxied by debt of Bank i at time t t 

µ = stochastic or error term
t = time series

Constant 0 = 

–β  = Coefficients of the explanatory variables1  4

The actual values of the independent variables 

were proxied by using the Natural Logarithm of 

the variables. 
The data were then analyzed using multiple 

regression analysis with the aid of E-views 9 

package.

Description of Research Variables
Dividend Per Share (Div): Following the studies 

by previous researchers that examined the 

determinants of dividend policy, dividend per 

share (Div) is used as the dependent variable, and it 

refers to the amount of cash paid out of earnings to 

shareholders for a unit of share held at the end of 

the financial year (inclusive of interim and final 

dividends). The value is expressed in Naira and 

Kobo.
Explanatory Variables
Size: It is one of the determinants of dividend 

policy and it is proxied by the banks' book value of 

total assets. It is believed that the size of the assets 

of banks greatly determines how efficiently the 

resources have been used to generate income for 

the company. The higher the total value of assets of 

a firm, the greater the chance of the bank in making 

sufficient income for owners and other interest 

groups and vice versa. This variable was used by 

Uwuigbe (2013); Hafeez and Attiya (2009). 
Profitability (EPS): Earnings per share (EPS) was 

used as proxy for banks' profitability. It is one of 

the determinants of dividend policy and it accounts 
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for the amount earnings of the bank accruable to 

an individual paid up share. Unarguably, if a bank 

that posts negative earnings or makes poor 

earnings, it adversely impacts on the earning per 

share and when earnings are high, EPS rises. 

There is direct and positive relationship between 

earnings and EPS.
Liquidity (Liq): Liquidity refers to the 

availability of cash and obtained from net cash 

flow from bank's operation on annual basis. The 

obligation to pay dividend rests on the availability 

of cash, hence liquidity is proxied by cash and 

cash equivalent obtained from annual statement 

of banks' cash flows. Ahmed and Javid (2008) 

employed the variable in their study. 
Leverage (debt): It is the amount of debt used to 

support equity capital in business operations. 

Most companies are averse in the use of debts due 

to its financial implications. Financial leverage is 

proxied by amount of long term debt used in the 

operations of the banks to support equity funds. 

The variable was used by Uwuigbe (2013); 

Hashim, Shahid, Sajid and Umair (2013) and Al-

Malkawi (2007).
Data Analysis and Interpretation
The study carried out an analysis of the model in 

relation to stationarity and OLS regression 

estimation analysis. 
Unit Root Test - The pre-estimation test was 

conducted on each of the variables in our study to 

establish stationarity. As earlier noted non-

stationarity data produces spurious regression 

results that are deceptive. In order to establish 

stationarity of data in the model, panel unit root 

test that involves a comparison of Newey-West 

automatic Bandwidth selection and Bartlelt 

Kernel test with Augmented Dickey Fuller 

(ADF)-Fisher Chi square and PP- Fisher Chi 

square unit root tests were carried out. A summary 

of the result of the tests is presented below. 

Table 4.1: Summary result of Panel unit root 

test for explained and explanatory variables 

Note: ***, ** and * denote significance at 1%, 5% 

and 10% levels, respectively. 

Source: Researcher's compilation from E-view 

9.0

The unit root test above showed that stationarity 

of all the variables in the study was established at 
st

1  difference, i.e. integrated at order one or I(1). 

Estimation Result on Dividend Policies of 

Quoted Banks on Nigerian Stock Exchange

The result of table 4.2 on OLS estimation below 

shows that the p-values (0.0001) of earnings 

proxied by EPS is statistically significant with 

dividend policy at 1% and 5% levels of 

significance. Similarly, the positive coefficient 

value of EPS at 0.301644 agrees with the apriori 

expectation. On the other hand, total assets 

represented by size with p-value (0.0890) is not 

significant at 5% but at 10%. Similarly, the 

coefficient value of size is equally positive and 

conformed with our apriori expectation.
2

The result of coefficient of determination R  of 

70.44% signaled that about 70% of the variations 

in dividend policy (DPS) of selected quoted banks 

on the floors of Nigerian Stock Exchange are 

explained by the explanatory variables (EPS; size; 

liquidity and leverage) and about 30% variation is 

explainable by other variables. Similarly, the result 

of Adjusted R-squared (0.6706) is strong.

From table 4.2, with p-value of F–ratio (0.0000) < 

1% and 5% probability the study concluded that 

the model is fit and that there is significant 

relationship among dividend policies of quoted 

banks on the Nigerian Stock Exchange.

AE-FUNAI Journal of Accounting Business and Finance (FJABAF)

 Newey-West automatic 

Bandwidth selection & 

Bartlelt Kernel test

Variables 

 

1(0) Level 1(1) FD Order of 

Integration

DPS -2.32527 -5.83358*** I(1)

Lliq 0.61139 -7.36349*** I(1)

EPS -1.36122 -3.86450*** I(1)

Lsize -3.22846 -7.36349*** I(1)

Ldebt 2.59903 -4.75756*** I(1)
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The resulting estimated model is given as follows;

DPS = 0.301643642729*EPS + 

0.428786685948*LSIZE + 

0.284099163222*LLIQ + 

0.0134389672867*LDEBT - 

6.01169618557 ……. 4.1

Table 4.2 – OLS Estimation Result

Table 4.3 reports the OLS regression estimate of 

Dividend Policies of selected Quoted Banks in 

Nigerian Stock Exchange. 
4.4    Discussions of Results
The significant impact of earnings per share 

(EPS) on dividend policy in the study of selected 

banks listed on the floors of Nigerian Stock 

Exchange conformed with the works of Monogbe 

and Ibrahim (2014) as well as Ahmed & Attiya 

(2009) in their study to ascertaining the 

relationship between dividend policy and 

corporate profitability in Nigeria. 

Similarly, the significant impact of size on 

dividend payout of selected banks listed on the 

Nigerian Stock Exchange is in tandem with the 

results obtained from the works of Olowe and 

Moyosore (2014), Nyor, T. & Adejuwon, A. A. 

(2013), Amidu and Abor (2006), Anil and Kapoor 

(2008), Okpara (2010). 
On the other hand, the negative impact of liquidity 

on dividend policy agrees with the works of 

Fakhra, Sajid, Muhammad and Shafiq (2013). 

However, the empirical works of Amidu and Abor 

(2006); DeAngelo, DeAngelo and Skinner (2004) 

revealed a significant impact of the liquidity on 

dividend policy.
Our study revealed an insignificant impact of 

leverage on dividend policy of selected Nigeria 

Banks quoted on floors the Stock Exchange. The 

result is not in conformity with the studies of 

Eriotis and Vasiliou (2006) and Amidu and Abor 

(2006) that revealed positive relationship of 

leverage and dividend payout.

Summary of Findings
The study found out that there exists a positive and 

significant relationship between dividend policy 

and its explanatory variables of earnings per share, 

size, liquidity and debt of banks; earnings per share 

has positive and significant relationship with 

dividend policy of banks; there is positive and 

significant relationship between size and dividend 

policy of banks and liquidity and debt have 

positive and insignificant impact on dividend 

policy of banks listed on Nigerian Stock Exchange 

during the period covered by this study.

Conclusion
On the basis of the findings, the study therefore 

concludes that earnings per share is both positive 

and statistically significant with dividend policies 

of selected banks; size as a function of total assets 

has positive and significant relationship with 

dividend policies of selected banks quoted on the 

floor of the Nigerian Stock Exchange. 

Recommendation
The study recommends that management should 

continue to invest on projects with positive net 

present value in order to ensure the maximization 

of shareholders wealth as this will subsequently 

yield more earnings to banks and enhance 

management's chances to pay dividend; efficient 
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 Dependent Variable: DPS
Method: Panel Least Squares
Date: 07/22/17   Time: 00:41
Sample: 2006S1 2015S2
Periods included: 14
Cross-sections included: 4
Total panel (unbalanced) observations: 40

Variable Coefficient Std. Error t-Statistic Prob.  

EPS 0.301644 0.067546 4.465781 0.0001
LSIZE 0.428787 0.245129 1.749227 0.0890
LLIQ 0.284099 0.197272 1.440142 0.1587

LDEBT 0.013439 0.021202 0.633859 0.5303
C -6.011696 1.696857 -3.542842 0.0011

R-squared 0.704423    Mean dependent var 0.726125
Adjusted R-squared 0.670642    S.D. dependent var 0.586382
S.E. of regression 0.336523    Akaike info criterion 0.776168
Sum squared resid 3.963670    Schwarz criterion 0.987278
Log likelihood -10.52336    Hannan-Quinn criter. 0.852499
F-statistic 20.85308    Durbin-Watson stat 0.813507
Prob(F-statistic) 0.000000
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use of banks' assets in order to enhance its earning 

capability and adequate management of banks' 

liquidity because the selected banks examined 

posted good profits during the period studied and 

the negative impact of liquidity on dividend 

policy portents either poor liquidity management 

or more of paper profit. Management has to strike 

a balance between profitability and liquidity. 
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