
 

 

SUSTAINABLE GROWTH RATE, CAPITAL STRUCTURE, 
DIVIDEND POLICY AND SHARE PRICE PERFORMANCE: 
THE CASE OF MALAYSIAN PUBLIC-LISTED SHARIAH-

COMPLIANT FIRMS  
 

 

 

 

 

 

 

 

 

NORFHADZILAHWATI BINTI RAHIM 
 

 

 

 

 

 

 

 

 

 

 

UNIVERSITI SAINS ISLAM MALAYSIA 



 

 

SUSTAINABLE GROWTH RATE, CAPITAL STRUCTURE, 

DIVIDEND POLICY AND SHARE PRICE PERFORMANCE: 

THE CASE OF MALAYSIAN PUBLIC-LISTED SHARIAH-

COMPLIANT FIRMS 

 

 

 

 

 

 
 Norfhadzilahwati Binti Rahim 

 

 

 

 
 

Thesis submitted in partial fulfilment for the degree of 

DOCTOR OF PHILOSOPHY IN 

ECONOMICS AND MUAMALAT 

 

 

 

 

 

 

 
UNIVERSITI SAINS ISLAM MALAYSIA 

 

 

 

 

 

 

 
December 2020 



 

i 

AUTHOR DECLARATION 

I hereby declare that the work in this thesis is my own except for quotations and 

summaries which have been duly acknowledged. 

 

 

Date: 2nd December 2020 Signature :  

   Name :  Norfhadzilahwati Binti Rahim 

   Matric No. : 4150162 

   Address : No.32A, Jalan Bangi Avenue 

6/4, Taman Bangi Avenue, 

Seksyen 6, 43000 Kajang, 

Selangor. 

 



 

ii 

ACKNOWLEDGEMENTS 

Grateful to Allah SWT and His Messenger Muhammad SAW. In the name of Allah, the 

Most Gracious, the Most Merciful. I am thankful to Allah, Lord of the universe for 

making me able to complete my study.  

I would like to express my sincere appreciation and deep gratitude to my main 

supervisor, Prof. Dr. Fauzias Mat Nor and my co-supervisors, Dr. Nur Ainna Ramli and 

Dr. Ainnulashikin  Marzuki, for encouragement, motivation, advice, support, and 

supervision throughout these few years of my study.  Without their able and 

professional assistance, it could not be possible to complete the work present in this 

thesis. 

My study would also not have been possible without the funding from Ministry of 

Higher Education Malaysia and Universiti Sains Islam Malaysia. Special thank goes to 

them for the financial and moral support given during this study. I would like to express 

my gratitude to the faculty and the administrative members at the Faculty of Economics 

and Muamalat (FEM), Universiti Sains Islam Malaysia (USIM) for all the assistance 

they have provided to support my effort. 

I wish to extend my sincerest and deepest gratitude to my family for their invaluable 

sacrifices, support and faith in me. My sincere thanks to my lovely husband, Hasrizal 

Haron, who has always given me encouragement and support in completing my study 

and to my dear sons and daughter, Muhammad Mirza Darwish Hasrizal, Muhammad 

Mirza Danial Hasrizal and Nur Mia Daliya Hasrizal, the lost time I have not been with 

them, will surely have to be repaid one day. I am also grateful to my wonderful father, 

mother, and father in law and mother in law, Rahim Abdul, Liha Nan, Haron Jusoh and 

Zabedah Sa’aya. I also thanks to my brothers, and sister, Sahmirdan Rahim, Khairul 

Ikhwan Rahim and Nur Qamarina Rahim for their love, constant support, understanding 

and caring for all these years. To my other family members, thank you for your support 

and advice. Their unconditional support and encouragement have made it possible to 

complete this study. I love all of you. 

I am also indebted to my fellow research friends, Raja Mayang Delima Mohd Beta, 

Maryam Badrul Munir, Nordayana Zulkifli, Noryanne Amer, Nur Hazwani Abd. Talib, 

Norfarhana Baharuddin, Idris Ismail, Mohamad Salleh Abdul Ghani, Farah Shazwani 

Ruzaiman, Siti Fatimah Mohd Kassim, Nur Atika Atan, Syazwani Abd. Rahim, Nur 

Syazwani Mohamed Nasruddin, Siti Noradibah Md Zain, and Rose Ruziana Abd Samad 

who has helped me in some way during my study.  Not forgotten also to my beloved 

friends, Norrazuana Amram, Shafazawana Mohamed Tharikh and Zuliawati Mohamed 

Saad for all the motivation and courage that all of you have taught me.  

Thank you for all your support along the way. May the Almighty God richly bless all 

of you.  

This dissertation is dedicated to my late loving grandmother, Rabiah Bujang (13th May 

1933 – 11th February 2019). May Allah SWT bless her soul. Al-Fatihah.  



 

iii 

ABSTRAK 

Kadar pertumbuhan yang berterusan adalah kadar pertumbuhan yang mesti dicapai oleh 

syarikat dengan mengekalkan struktur modal sasaran, dasar dividen sasaran, dan 

prestasi operasinya. Kesalingbergantungan antara dasar kewangan dengan operasi 

adalah suatu keputusan penting yang perlu dipertimbangkan bagi mengekalkan kadar 

pertumbuhan dan meningkatkan prestasi harga saham. Sehubungan dengan dasar 

kewangan, Suruhanjaya Sekuriti telah memperkenalkan penanda aras metodologi 

penyaringan baharu berdasarkan nisbah kewangan sebelum sesebuah syarikat 

disenaraikan sebagai patuh Syariah pada 2013. Disebabkan oleh penanda aras 

metodologi penyaringan baharu ini, bilangan firma patuh Syariah berkurangan kepada 

hanya 653 firma pada November 2013 daripada jumlah 801 firma pada Mei 2013 

daripada keseluruhan sekuriti yang tersenarai di Bursa Malaysia. Salah satu sebab 

pengurangan bilangan firma patuh Syariah disebabkan oleh hutang konvensional yang 

lebih tinggi, iaitu nisbah hutang melebihi had atau ambang 33 peratus. Didorong dengan 

kenyataan ini, kajian ini menyelidik (1) kewujudan struktur modal sasaran dan dasar 

dividen sasaran; (2) kesan perantaraan kadar pertumbuhan mampan terhadap hubungan 

antara faktor-faktor khusus firma (struktur modal, dasar dividen, keuntungan, 

kecekapan syarikat dan saiz syarikat) dan prestasi harga saham; dan (3) sama ada 

terdapat ambang struktur modal dalam hubungan antara struktur modal dan kadar 

pertumbuhan mampan. Dalam kajian ini, 181 sekuriti patuh Syariah tersenarai awam di 

Malaysia telah dipilih dari tahun 2007 hingga 2016. Data dikumpulkan daripada 

pangkalan data Thomson Reuters. Kajian ini menggunakan analisis data panel, seperti 

OLS Terkumpul, Model Kesan Rawak, Model Kesan Tetap, Kaedah Momen Umum, 

Model Persamaan Struktur (SEM), dan regresi Ambang Panel Statik dengan 

menggunakan perisian Stata. Penemuan objektif pertama menunjukkan bahawa struktur 

modal sasaran dan dasar dividen sasaran wujud dalam firma patuh Syariah. Hasil 

objektif kedua menyimpulkan bahawa kadar pertumbuhan yang mampan adalah salah 

satu faktor penting yang mempengaruhi prestasi harga saham dan juga berperanan 

sebagai pemboleh ubah perantara. Bukti menunjukkan hubungan yang kukuh antara 

struktur modal, dasar dividen, keuntungan dan saiz syarikat dengan kadar pertumbuhan 

yang mampan. Objektif ketiga menunjukkan bahawa ambang struktur modal tidak 

terbatas kepada 33 peratus (jumlah hutang kepada jumlah aset), tetapi sehingga 37 

peratus bagi mengekalkan pertumbuhan. Untuk terus kekal tersenarai sebagai syarikat 

patuh Syariah, pilihannya adalah dengan mengambil sekuriti Syariah atau hutang 

Islamik setelah mencapai 33 peratus. Di samping itu, kadar pertumbuhan yang 

berterusan penting bagi membantu syarikat menguruskan dan mengawal strategi operasi 

dan kewangan mereka. Dapatan kajian ini dapat dijadikan rujukan kajian masa depan 

yang meneliti aspek-aspek kadar pertumbuhan mampan yang lain. 
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ABSTRACT 

The sustainable growth rate is a growth rate for a company to achieve by maintaining 

target capital structure, target dividend policy, and its operating performance. The 

interdependency between financial and operating policy is an important decision to be 

considered in order to sustain the growth rate and improve share price performance. In 

relation to financial policy, the Securities Commission has introduced new screening 

methodology benchmarks based on financial ratios to be listed as Shariah-compliant 

firms in 2013. Due to this new screening methodology benchmarks, the reduction 

number of Shariah-compliant firms making only 653 firms in November 2013 out of 

the total 801 firms in May 2013 from the total listed securities on Bursa Malaysia. One 

of the reasons for the reduction in the number of Shariah-compliant firms is due to 

higher conventional debt, where the debt ratios are more than the limit or threshold of 

33 per cent. Driven by this fact, this study investigates (1) the existence of a target 

capital structure and target dividend policy; (2) the mediating effect of sustainable 

growth rate on the relationship between firm specific factors (capital structure, dividend 

policy, profitability, company efficiency and firm size) and share price performance; 

and (3) whether there is a capital structure threshold in the relationship between capital 

structure and the sustainable growth rate. In this study, 181 public-listed Shariah-

compliant securities in Malaysia were selected from 2007 until 2016. Data were 

collected from the Thomson Reuters database. This study employed panel data analysis, 

i.e. Pooled OLS, Random Effect Model, Fixed Effect Model, Generalized Method of 

Moment, Structural Equation Model (SEM), and Static Panel Threshold regression 

using Stata software. The findings of objective one indicate that target capital structure 

and target dividend policy exists for Shariah-compliant firms. The results of objective 

two conclude that the sustainable growth rate is one of the important factors influencing 

share price performance and that it also plays a role as mediator variable. The evidence 

indicates a strong relationship between capital structure, dividend policy, profitability 

and firm size on the sustainable growth rate. The third objective shows that the capital 

structure threshold is not limited to 33 percent (total debt to total assets), but to 37 

percent to sustain the growth. In order to remain listed as Shariah-compliant companies, 

the choice is to take Shariah securities or Islamic debt after hitting 33 percent. In 

addition, the sustainable growth rate is important for helping firms to manage and 

control their operating and financial strategies. The findings of this study can be used as 

a reference for future studies that examine other aspects of the sustainable growth rate.    
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البحث خلاصة  

هيكل رأس المال  كل من  معدل النمو المستدام هو معدل نمو تحققه الشركة من خلال الحفاظ على
ة قراراً مهمًا وأداء التشغيل. يعتبر الترابط بين السياسة المالية والتشغيلي ،وسياسة توزيع الأرباح ،المستهدف

المالية،  . فيما يتعلق بالسياسةلسهمسعر ايجب مراعاته من أجل الحفاظ على معدل النمو وتحسين أداء 
بناء على النسب المالية لطرق المسح معايير جديدة  3102في عام  الماليزية أدخلت هيئة الأوراق المالية

ض عدد الشركات انخف فقدعايير اجدديدة هذه الممتوافقة مع الشريعة الإسلامية. وبسبب  ةشركال لاعتبار
شركة في مايو  110من  ، وذلك3102شركة فقط في نوفمبر  352إلى المتوافقة مع الشريعة الإسلامية 

ات . يعود أحد أسباب انخفاض عدد الشركةاليزيالمبورصة الالأوراق المالية المدرجة في  مجموعمن  3102
 ين عن حد أو عتبة، حيث تزيد نسب الدةالتقليديالصيرفة ن و إلى ارتفاع دي الإسلامية المتوافقة مع الشريعة

( وجود هيكل رأس مال مستهدف 0) :هذه الدراسة في تفي المئة. بناء على هذه الحقيقة، بحث 22 الـ
( التأثير الوسيط لمعدل النمو المستدام على العلاقة بين عوامل محددة 3)و وسياسة توزيع أرباح مستهدفة؛ 

داء سعر السهم؛ الشركة( وأ وحجم ،كفاءة الشركةو الربحية، و سياسة توزيع الأرباح، و )هيكل رأس المال،  ثابتة
 تميكل رأس المال في العلاقة بين هيكل رأس المال ومعدل النمو المستدام. له( ما إذا كان هناك عتبة 2و )

اليزيا المة المدرجة في البورصو من الأوراق المالية المتوافقة مع الشريعة الإسلامية  010في هذه الدراسة اختيار 
هذه  عتاتبتم جمع البيانات من قاعدة بيانات تومسون رويترز. حيث  ،3103حتى عام  3112من عام 
، ونموذج التأثير (OLS) المجمعة المربعات الصغرى المبسطةاللوحة، أي  بيانات تحليلطريقة الدراسة 

(، وانحدار عتبة SEMطريقة العزوم المعممة، ونموذج المعادلة الهيكلية )و العشوائي، ونموذج التأثير الثابت، 
نتائج الهدف الأول إلى وجود هيكل رأس المال مستهدف  تر اشأ. Stataلوحة الثابتة باستخدام برنامج ال
تائج الهدف الثاني ناستنتجت لشركات المتوافقة مع الشريعة الإسلامية. في ا توزيع الأرباحلسياسة وجود و 

كمتغير ه  بالإضافة إلى دور السهم أن معدل النمو المستدام هو أحد العوامل المهمة التي تؤثر على أداء سعر 
الأدلة إلى وجود علاقة قوية بين هيكل رأس المال وسياسة توزيع الأرباح والربحية وحجم  تر اشأوسيط. 

 ند نسبةلم تتوقف عالشركة على معدل النمو المستدام. وضح الهدف الثالث أن عتبة هيكل رأس المال 
من أجل  .في المئة للحفاظ على النمو 22 ، بل بلغتالأصول(إجمالي الدين إلى إجمالي نسبة في المئة ) 22

وافقة مع الحصول على أوراق مالية مت في الخياريكمن متوافقة مع الشريعة الإسلامية، ة كشرك  ةالبقاء مدرج
 معدل النمو المستدام ،في المئة. بالإضافة إلى ذلك 22 نسبة بعد بلوغ شرعيةالشريعة الإسلامية أو الديون ال

استخدام نتائج كان بالإملمساعدة الشركات على إدارة استراتيجياتها التشغيلية والمالية والتحكم فيها.  مهم
 ستقبلية تبحث في جوانب أخرى لمعدل النمو المستدام.مهذه الدراسة كمرجع لدراسات 



 

vi 

TABLE OF CONTENTS 

 

CONTENT PAGE 

AUTHOR DECLARATION i 

ACKNOWLEDGEMENTS ii 

ABSTRACT iii 

ABSTRAK iv 

AL-MULAKHKHAS v 

TABLE OF CONTENTS vi 

LIST OF TABLES x 

LIST OF FIGURES xv 

LIST OF APPENDICES Xvi 

LIST OF ABBREVIATIONS xvii 

  

CHAPTER 1 INTRODUCTION  

1.1 Background of the Study 1 

1.2 Problem Statement 3 

1.3 Research Questions 10 

1.4 Research Objectives 11 

1.5 Scope of the Study 12 

1.6 Significance of the Study 13 

1.7 Structure of the Study 14 

1.8 Conclusion 15 

   

CHAPTER 2: LITERATURE REVIEW, RESEARCH FRAMEWORK 

AND HYPOTHESES DEVELOPMENT 

 

2.1 

2.2 

Introduction 

Sustainable Growth Rate (SGR)  

16 

16 

 2.2.1  Higgins Model 22 

 2.2.2  The Importance of SGR                         25 

 2.2.3  Firm Specific Factors of SGR 29 

           2.2.3.1  Capital Structure and SGR                                                                  30 

           2.2.3.2  Dividend Policy and SGR                                                                  35 

           2.2.3.3  Profitability and SGR                                                                  37 

           2.2.3.4  Company Efficiency and SGR                                                                  38 

           2.2.3.5  Firm Size and SGR                                                                  40 

2.3 The Existence of Target Capital Structure (TCS) 43 

 2.3.1  Firm Specific Factors of TCS 43 

 2.3.2  Target Capital Structure (TCS) 54 

2.4 The Existence of Target Dividend Policy (TDP)                                                                                    57 

 2.4.1  Firm Specific Factors of TDP 57 

 2.4.2  Target Dividend Policy (TDP) 64 

2.5 Share Price Performance (SPP) 66 

 2.5.1  Capital Structure and SPP 67 

 2.5.2  Dividend Policy and SPP 68 

 2.5.3  Profitability and SPP  71 

 2.5.4  Company Efficiency and SPP 72 

 2.5.5  Firm Size and SPP 72 



 

vii 

2.6 Relation between SGR and SPP  74 

2.7 SGR as a Mediator 75 

2.8 Threshold Analysis 78 

2.9 Shariah Compliant Companies 79 

2.10 Research Framework and Hypotheses                                                                               83 

2.11 Conclusion                                                                                               89 

   

CHAPTER 3: RESEARCH METHODOLOGY  

3.1 Introduction 90 

3.2 Sample of study                                                                                         90 

3.3 Model Specification   91 

3.4 Objective One: Measuring the Existence of Target Capital 

Structure (TCS) and Target Dividend Policy (TDP) 

94 

 3.4.1  Panel Data Analysis 94 

          3.4.1.1 Static Model of Analysis 94 

          3.4.1.2 Dynamic Model of Analysis 99 

          3.4.1.3 Target Capital Structure (TCS) 100 

          3.4.1.4 Target Dividend Policy (TDP) 105 

3.5 Objective Two: The mediating effect of sustainable growth rate 

(SGR) on the relationship between firm specific factors (capital 

structure, dividend policy, profitability, company efficiency and 

firm size) and share price performance (SPP) 

110 

 3.5.1  SEM for Mediation Analysis 110 

 3.5.2  Endogenous and Mediating variables 112 

 3.5.3  Exogenous variables 114 

3.6 Robustness Tests 119 

3.7  Objective Three: Threshold Regression Analysis 121 

 3.7.1  Static Panel Threshold Regression 121 

3.8 Conclusion                                                                                                 123 

   

CHAPTER 4: RESULTS AND DISCUSSION – OBJECTIVE ONE: 

TARGET CAPITAL STRUCTURE AND TARGET DIVIDEND 

POLICY 

 

4.1   Introduction                                                                                               124 

4.2 Descriptive Statistics 124 

4.3 Measuring the level of Target Capital Struucture (TCS) 128 

 4.3.1  Correlation Analysis 129 

 4.3.2  The Static Estimation Model 130 

            4.3.2.1  Testing for the Pooled OLS, Random Effect and       

                       Fixed Effect Model 

131 

           4.3.2.2  Diagnostic Checks 133 

           4.3.2.3  Empirical Results 134 

 4.3.3  The Dynamic Estimation Model 137 

           4.3.3.1  GMM Estimation 138 

           4.3.3.2  The Appropriate Estimation 138 

           4.3.3.3  Empirical Results 140 

           4.3.3.4  The Speed of Adjustment 145 

 4.3.4  Robustness Test for Industry 147 

           4.3.4.1  The Static Estimation Model 149 



 

viii 

           4.3.4.2  The Dynamic Estimation Model 153 

 4.3.5  Summarisation of the Results of TCS 163 

4.4 Measuring the Existence of Target Dividend Policy (TDP) 167 

 4.4.1  Correlation Analysis 167 

 4.4.2  The Static Estimation Model 168 

           4.4.2.1  Empirical Results 169 

 4.4.3  The Dynamic Estimation Model 172 

           4.4.3.1  The Appropriate Estimation 172 

           4.4.3.2  Empirical Results 173 

           4.4.3.3  The Speed of Adjustment 175 

 4.4.4  Robustness Test for Industry 175 

           4.4.4.1  The Static Estimation Model 177 

           4.4.4.2  The Dynamic Estimation Model 181 

 4.4.5  Summarisation of the Results of TDP 185 

4.5 Conclusion 188 

   

CHAPTER 5: RESULTS AND DISCUSSION – OBJECTIVE TWO: 

FIRM SPECIFIC FACTORS, SUSTAINABLE GROWTH RATE 

AND SHARE PRICE PERFORMANCE 

 

5.1 Introduction  190 

5.2 Descriptive Statistics 190 

5.3 Correlation Analysis 192 

5.4 SEM for Mediation Analysis 194 

 5.4.1  Analysing the Mediating Effects using SEM 195 

           5.4.1.1  Step 1: The Direct Relationship between Firm   

                      Specific Factors and SPP 

196 

           5.4.1.2  Step 2: The Direct Relationship between Firm  

                      Specific Factors and SGR 

197 

           5.4.1.3  Step 3: The Direct Relationship between SGR  

                       and SPP 

199 

           5.4.1.4  Step 4: SGR as Mediator between the Firm  

                      Specific Factors and SPP 

199 

5.5 Robustness Tests 204 

 5.5.1  Industry 205 

           5.5.1.1  Correlation Analysis 206 

           5.5.1.2  Mediation Effects Analysis using SEM        208 

 5.5.2  Matrix Financing Behaviour on Under-levered, Over-  

          levered, Under-paying and Over-paying of dividend. 

223 

           5.5.2.1  Correlation Analysis 225 

           5.5.2.2  Mediation Effects Analysis using SEM        227 

5.6 Conclusion 240 

   

   

CHAPTER 6: RESULTS AND DISCUSSION – OBJECTIVE THREE: 

A PANEL THRESHOLD REGRESSION ANALYSIS 

 

6.1 Introduction  242 

6.2 Descriptive Statictics 242 

6.3  Unit Root Test 244 



 

ix 

6.4 Threshold model for Leverage 1 (TDTE) , Leverage 2 (TDTA) 

and Leverage 3 (TCDTA) 

245 

 6.4.1  Threshold Estimation for Leverage 1 (TDTE) 247 

 6.4.2  Threshold Estimation for Leverage 2 (TDTA) 249 

 6.4.3  Threshold Estimation for Leverage 3 (TCDTA) 252 

6.5 Conclusion 254 

   

CHAPTER 7: CONCLUSIONS, IMPLICATIONS AND 

RECOMMENDATIONS 

 

7.1 Introduction 256 

7.2 Summary of the Research Findings 256 

 7.2.1  Objective One: Target Capital Structure and Target  

          Dividend Policy 

257 

 7.2.2  Objective Two: The Effects between SGR Determinants,      

          SGR and SPP 

259 

 7.2.3  Objective Three: Capital Structure Threshold in the  

          Relationship between SGR Determinants and SGR 

262 

7.3 Implications and Recommendations 263 

 7.3.1  Students and Academicians 263 

 7.3.2  Management, Shareholders and Investors 264 

 7.3.3  Institutions and Policymakers 266 

7.4 Limitations and Suggestions for Further Studies 268 

   

REFERENCES 275 

APPENDICES 291 

 



 

x 

LIST OF TABLES 

Tables  Page 

   

Table 2.1: Definitions of SGR by Previous Researchers 18 
   

Table 2.2: Similarities among SGR models 19 
   

Table 2.3: Summary of the importance of SGR 28 
   

Table 2.4: Summary of Predicted Signs and Supporting Theories 

for Each Explanatory Variables on TCS 

53 

   

Table 2.5: The Changes in the Shariah Screening Methodology 81 
   

Table 2.6: Research Hypotheses 88 
   

Table 3.1: Sample of the Shariah Compliant firms for each sectors 

from 2007 until 2016 

91 

   

Table 3.2: The Statistical Test in the Context of Panel Data 

Analysis 

96 

   

Table 3.3: Measurement of Target Capital Structure and 

Explanatory Variables 

104 

   

Table 3.4: Measurement of Target Dividend Policy and 

Explanatory Variables 

108 

   

Table 3.5: Description of the Research Variables for the 

Endogenous and Exogenous Variables 

116 

   

Table 3.6: Summary of the Hypotheses of Objective Two 117 
   

Table 3.7: A Typology of Mediations 119 
   

Table 4.1: The Structure of the Panel Data 124 
   

Table 4.2: No. Of Final Observations using Cook’s Distance Test for 

the Target Capital Structure and Target Dividend Policy 

125 

   

Table 4.3: Summary of Mean Values Results for the Existence of 

Target Capital Structure for the Overall Sample 

126 

   

Table 4.4: Correlation Sign of Independent Variables with 

Leverage 

129 

   

Table 4.5: Multicollinearity 130 
   

Table 4.6: Explanatory Power of Regression Models of TCS 131 
   

Table 4.7: Testing for the Statistical Test of Panel Data Analysis of 

TCS 

132 

   



 

xi 

Table 4.8: Summary of the Appropriate Model Analysis for Overall 

Sample of TCS 

132 

   

Table 4.9: Testing for the Diagnostic Checks 133 
   

Table 4.10: Firm Specific Factors of Capital Structure 134 
   

Table 4.11: Theories Supporting Findings 135 
   

Table 4.12: Summary results of Diagnostic Tests 139 
   

Table 4.13: Firm Specific Factors of TCS 140 
   

Table 4.14: Theories Supporting the Findings 141 
   

Table 4.15: Speed of Adjustment 146 
   

Table 4.16: Summary and Sign Results of Firm Specific Factors of 

Capital Structure by Each Industry 

150 

   

Table 4.17: Summary and Sign Results of Firm Specific Factors of  

TCS for Each Industry 

155 

   

Table 4.18: Speed of Adjustment by Each Industry of TCS 160 
   

Table 4.19: Summarisation Result of TCSfor Overall Sample 166 
   

Table 4.20: Correlation Sign of Independent Variables with 

Dividend Policy 

168 

   

Table 4.21: Testing for Multicollinearity 168 
   

Table 4.22: Firm Specific Factors of Dividend Policy 170 
   

Table 4.23: Theories Supporting Findings 170 
   

Table 4.24: Diagnostic Tests by Each Industry 173 
   

Table 4.25: Target dividend policy and Earnings per Share 173 
   

Table 4.26: Theories Supporting Findings 173 
   

Table 4.27: Speed of Adjustment 175 
   

Table 4.28: Summary of Mean Value Results for the Existence of 

Target Dividend Policy 

176 

   

Table 4.29: Testing for Multicollinearity for Each Sector 177 
   

Table 4.30: Firm Specific Factors of Dividend Policy for Each 

Industry 

178 

   

Table 4.31: Theories Supporting Findings for Each Industry 179 
   

Table 4.32: Diagnostic Tests by Each Industry 182 
   

Table 4.33: Target Dividend Policy and Earnings per Share by Each 

Industry 

183 



 

xii 

   

Table 4.34: Theories Supporting Findings by Each Industry 183 
   

Table 4.35: Speed of Adjustment for Each Sector 184 
   

Table 4.36: Summarisation Results of Dividend Policy for Overall 

Sample and by Industry 

187 

   

Table 5.1: No. Of Final Observations by using Cook’s Distance 

Test for determinants of SGR, SPP and Mediating 

Effects for each model 

191 

   

Table 5.2: Mean values for the firm specific factors, SGR and SPP 191 
   

Table 5.3: Correlation sign of independent variables with SPP 192 
   

Table 5.4: Correlation sign of independent variables with SGR 193 
   

Table 5.5: Testing for the Multicollinearity (Variance Inflation 

Factor) 

193 

   

Table 5.6: Explanatory Power of the Models 194 
   

Table 5.7: Statistically Significant Value Estimates of Firm 

Specific Factors, SGR and SPP 

195 

   

Table 5.8: The Direct Relationship between the Firm Specific 

Factors and SPP 

196 

   

Table 5.9: The Direct Relationship between the Firm Specific 

Factors and SGR 

198 

   

Table 5.10: The Direct Relationship between SGR and SPP 199 
   

Table 5.11: SGR play as Mediator between the Firm Specific Factors 

and SPP 

200 

   

Table 5.12: Summary of the Results of Mediation Effect with the 

Typology of Mediation 

203 

   

Table 5.13: Mean Values by Each Industry 206 
   

Table 5.14: Correlation sign of Independent Variables with SGR for 

Each Industry 

206 

   

Table 5.15: Correlation sign of Independent Variables with SPP for 

Each Industry 

207 

   

Table 5.16: Statistically Significant Value Estimates of the Firm 

Specific Factors, SGR and SPP for Each Industry 

209 

   

Table 5.17: The Direct Relationship between the Firm Specific 

Factors and SPP for Each Industry 

210 

   

Table 5.18: The Direct Relationship between the Firm Specific 

Factors and SGR for Each Industry 

211 

   



 

xiii 

Table 5.19: The Direct Relationship between the SGR and SPP for 

Each Industry 

213 

   

Table 5.20: SGR as Mediator between the Firm Specific Factors and 

SPP by Each Sector 

215 

   

Table 5.21 (a): Summary Results of Mediation Effect with the Typology 

of Mediation for Consumer Products 

216 

   

Table 5.21 (b): Summary Results of Mediation Effect with the Typology 

of Mediation for Industrial Products 

216 

   

Table 5.21 (c): Summary Results of Mediation Effect with the Typology 

of Mediation for Construction 

217 

   

Table 5.21 (d): Summary Results of Mediation Effect with the Typology 

of Mediation for Properties 

217 

   

Table 5.22: Mean values based on Matrix Situation on Financing 

Behaviour 

225 

   

Table 5.23: Correlation Sign of Independent Variables with SPP 225 
   

Table 5.24: Correlation Sign of Independent Variables with SGR 226 
   

Table 5.25: Statistically Significant Value Estimates of the Firm 

Specific Factors and SPP 

228 

   

Table 5.26: The Direct Relationship between the Firm Specific 

Factors and SPP 

229 

   

Table 5.27: The Direct Relationship between the Firm Specific 

Factors and SGR 

230 

   

Table 5.28: The Direct Relationship between SGR and SPP 231 
   

Table 5.29: SGR as Mediator between the Firm Specific Factors and 

SPP by Each Matrix 

232 

   

Table 5.30 (a): Summary of the Results of the Mediation Effect with the 

Typology of Mediation for Matrix 1 

233 

   

Table 5.30 (b): Summary of the Results of the Mediation Effect with the 

Typology of Mediation for Matrix 2 

233 

   

Table 5.30 (c): Summary of the Results of the Mediation Effect with the 

Typology of Mediation for Matrix 3 

234 

   

Table 5.30 (d): Summary of the Results of the Mediation Effect with the 

Typology of Mediation for Matrix 4 

234 

   

Table 5.31: Summarisation Results of the Firm Specific Factors, 

SGR, and SPP for Overall Sample 

241 

   

Table 6.1: The Structure of the Panel Data 243 
   



 

xiv 

Table 6.2: Descriptive Statistics of Threshold Analysis 243 
   

Table 6.3: Panel Unit Root Tests 244 
   

Table 6.4: Test for Threshold Effects between Debt Ratio and SGR 246 
   

Table 6.5: Summary Result of Threshold Models 247 
   

Table 6.6: Estimated Coefficients: Single-Threshold Model for Lev 

1 (TDTE) 

248 

   

Table 6.7: Estimated Coefficients: Single-Threshold Model for Lev 

2 (TDTA) 

250 

   

Table 6.8: Estimated Coefficients: Double-Threshold Model for 

Lev 2 (TDTA) 

251 

   

Table 6.9: Estimated Coefficients: Single-Threshold Model for Lev 

3 (TCDTA) 

252 

   

Table 6.10: Summarisation of the Result of the Threshold 

Regression Analysis 

255 

 
   

Table 7.1 Summary of the Research Gaps, Research Questions, 

Findings, Conclusion, Contributions and Implications 

270 



 

xv 

LIST OF FIGURES 

Figures  Page 

Figure 1.1: The Movement of FTSE Bursa Malaysia KLCI Share Price 

Before and After New Screening Benchmarks in 2013 

3 

   

Figure 1.2: Total Number of Shariah-compliant Firms in Malaysia from 

2007 to 2015 

5 

   

Figure 2.1: SGR Framework 21 
   

Figure 2.2: The Interdependencies between Growth and Financial 

Policy 

23 

   

Figure 2.3: Firm Specific Factors of Target Capital Structure 84 
   

Figure 2.4: Firm Specific Factors of Target Dividend Policy 85 
   

Figure 2.5: Model Specification of the Measurement Model 87 
   

Figure 3.1: Mapping of the study and its implications 93 
   

Figure 3.2: Methodology process of Static Models 97 
   

Figure 3.3: Methodology process of Dynamic Models 100 
   

Figure 3.4: Mediation effect 111 
   

Figure 3.5: Matrix financing behaviour on under-levered, over-levered, 

under-paying, and over-paying of dividend. 

120 

   

Figure 5.1: Simple cause effect model 201 
   

Figure 5.2: Complex cause effect model 201 
   

Figure 5.3: Mediation Model 201 
   

Figure 5.4: Mediation analysis on the relationship between SGR 

determinants, SGR and SP 

204 

   

Figure 5.5: Competitive Mediation 222 
   

Figure 5.6: Mediation Analysis on the Relationship between the Firm 

Specific Factors, SGR, and SPP for Each Industry 

223 

   

Figure 5.7: Complementary Mediation 236 
   

Figure 5.8: Mediation Analysis on the Relationship between the Firm 

Specific Factors, SGR and SPP for Each Matrix Situation on 

Under-Levered, Over-Levered, Under-Paying, and Over-

Paying Of Dividend. 

239 

 



 

xvi 

LIST OF APPENDICES 

Appendices  Page 

Appendix 1: List of Malaysian Public-Listed Shariah-Compliant Firms 291 

   

Appendix 2: Objective One: Target Capital Structure and Target 

Dividend Policy 

294 

   

Appendix 3: Objective Two: Determinants of Sustainable Growth Rate, 

Sustainable Growth Rate and Share Price Performance 

324 

 



 

xvii 

LIST OF ABBREVIATIONS 

SGR Sustainable Growth Rate 

SPP Share Price Performance 

SC Securities Commission Malaysia 

CS Capital Structure 

DP Dividend Policy 

TCS Target Capital Structure 

TDP Target Dividend Policy 

NPM Net Profit Margin 

ATS Asset to Sales Ratio 

OLS Ordinary Least Squares 

REM Random Effect Model 

FEM Fixed Effect Model 

GMM Generalised Method of Moment  

SEM Structural Equation Modeling 

STATA Software for Statistics and Data Science 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 


