CHAPTER 5

RESULTS AND DISCUSSION - OBJECTIVE TWO: FIRM SP@
I

FACTORS, SUSTAINABLE GROWTH RATE AND SHA s

PERFORMANCE
5.1 Introduction \,z

In Chapter 4 this study confirmed that target firms’ capit ture and dividend

y Q:?tinues the
ting' effe sustaipable
S
api{alé'sructure,
Y-

9

policy exist for all types of leverage for each sector.
empirical study of objective two that investigates the me

growth rate (SGR) on the relationship between fi ecific factors

dividend policy, profitability, company efficieaCy an m

performance (SPP) of Malaysian Publlc-Ewarl

Section 5.2 shows the results of the cri |ve s?

ics 1@ analysis. Section
K

5.3 reports the results of the cor e aI s c{@usses the results of the

q
mediation effects using the St Equa Madel ( E& in STATA software. The

results of the robustness tes%&ssed’m Segtion 5. @/er two parts, i.e. Industry and
[
Matrix financing behaviour nd df -levered, under-paying, and over-

paying of d|V|den Fin tion 6 pres the conclusion of the findings.

N 0
5.2 Desc taU;:?? (_/C')

Ie consi 281 ysian public-listed Shariah-compliant firms with
18 ; the total number*&’observatlons (Refer Table 3.1 in Chapter 3). After

‘@ng the outliers,*? the details of the number of final observations for each model

N

12 This study removed the outliers using Cook’s distance test (Cook, 1977) after running OLS regression
for each model analysis.
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of the analysis are summarized in Table 5.1.

Table 5.1: No. Of Final Observations using Cook’s Distance Test for the me
effect of SGR on the relationship between firm specific factors and SPP f&%
model

A\
Model of analysis

1 2 3 4
1723 1734 1735 1732 .i

The details results on descriptive statistics is pres tew.rable A-20 (a - ¢)

[Appendix 3]. Table 5.2 shows the mean values of thegfi pecifi f!ctor SGR and
SPP for each model of analysis. The mean value for Lév 1 (TDTE)iis ar 372/2)\While
Lev 2 (TDTA) is 17%. The result for Lev 2 (TDécords ‘g'na the ver!g?’éverage
\clakg reeni @nchmarks.

alue Q{Lev 3 (TCDTA)

for all firms is 17%, which is lower than 33% oghe fi

When looking at the specific average on w, th
and Lev 4 (IDTA) are 16% and 7%, (Mel \'%
39

CC&I ms that most of the

. -~
firms have leverage of less th o gn~finan al sc@mng benchmarks. The

7]

N
approximate mean value of diw olicy 1 een g‘éﬁd 32%, profitability is 8%,
N
while efficiency is betwgen 2?. and 2.4 times ko f@e, the approximate mean value
is 20.3. The average&iaetw% d lﬁ@ and SPP is 8.6-87%.
TableﬁZ\’SEan \e}the f@}yspecific factors, SGR and SPP

¢ ! =

I 11 émoaem Model 3 Model 4 A PPrOmACe
Lev 1 I 218 - - - 37%
Lev 2(TDWA) - 01710 - - 17%
Le DTA) \C-) - 0.1616 - 16%
(IDTA) - - - 0.0068 7%
id&hd policy 0.3166  0.3028  0.3027  0.3015 30-32%
ability 0.0808  0.0838 0.0838  0.0828 8%
Company’s Efficiency ~ 2.2922  2.3538  2.3554  2.3633  2.3-2.4 times
irm’s size 20.3126  20.3159 20.3169 20.3125 20.3
Sustainable growth rate 0.0481  0.0485  0.0485  0.0466 4.6-4.8%
Share price 0.0863 00862 00868 00873  8.6-8.7%
performance
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5.3 Correlation Analysis
The correlation matrix between the variables of each model is presented |w

A-21 (a - d) [Appendix 3]. From the matrix, this study emphasizes txerall

correlation signs between the the firm specific factors, SGR and SPP ﬂ*orrelatlon

signs are summarized in Table 5.3 and Table 5.4. Q

Table 5.3: Correlation sign of independent va 'abw SPP
|

Variable Model1  Mod odel 3 del 4
Lev 1 (TDTE) - \3? -
Lev 2 (TDTA)
Lev 3 (TCDTA) I | c.}
Lev 4 (IDTA) =y
Dividend policy ns 4 \Tns
Profitability + + \ L, ol
Company’s Efficiency ns \, ns 0\ ns é ns
Firm’s size ns ( 1 n n ns
Sustainable growth rate \ + M +
Note: ns = not significant -

J‘
..-q
/)},

3

Based on the summar %ble 578.abo Ie 6&e 1 (TDTE), leverage 2

(TDTA), and leverage 3 A) 'a td |ng negatively significantly
(

correlated to SPP. n%st, evgr ﬁQ‘EﬁQwas found to have a positive

\

correlation with 5@5 situation dlcate t higher debt decreases the SPP, but,

contradicts th Mc d bt,\? hlgh amlc debt leads to an increase SPP. The

(2 , Abdullah et al. (2015), Ahmad et al. (2013),

S

results are |th

and C wChen ‘(‘2

s. Profitability an

ik,
%

ho d a negative relationship between leverage and

Z“‘@

are consistently reported to be positively correlated

‘%for all models. Profitability has a significant positive influence on stock returns

Ouugen and Baker, 1996; Yang et al., 2010; Ahmad et al., 2013; Chandra et al., 2019;

Ahmad et al., 2013).
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Table 5.4: Correlation sign of independent variables with SGR

Variable Model 1 Model 2 Model 3 Mode

Lev 1 (TDTE) - \

Lev 2 (TDTA) ns (0

Lev 3 (TCDTA) ns

Lev 4 (IDTA) +

Dividend policy - ns ns ns

Profitability + + + q +

Company’s Efficiency - - V -

Firm’s size + + + +
Note: ns = not significant Y

Referring to the summary in Table 5.4 above, leve qpo@ to

be negatively correlated to SGR, which indicate firms thatico J mg‘ﬁar debt
tend to have lower SGR and vice versa. In con e 4 A) i%erved to
be positively correlated to the SGR, Whl S thgf\ raise more‘&mic debt can

increase the SGR. Capital structure W&N 0 mfluenc e SG@ afirm (Escalante

=
et al., 2009; Fonseka et al., 2012; 197 gher leverage leads to
0
a higher SGR (Fonseka et al at, pr 1hty and firm’s size are
positively correlated with fo' els. gldend policy and company’s
{
efficiency appear to }% egativ; %j;"% th SGR. Table 5.5 shows the
multicollinearity t Mach r‘o \ %
K N
@ P
Table5.5#Testi gf)t Mulﬁpplllneanty (Variance Inflation Factor)

KN
:%/pothesey" Y\'. 1 > M0d9|3 4

Step 1: Hypothesfle".L 1.09 1.09 1.08 1.03

\ Step 2: Hypothesis 2.2 1.09 1.09 1.08 1.03

Step 3: Hypothesis 2.3 1.00 1.00 1.00 1.00

0 Step 4: Hypothesis 2.4 1.21 1.18 1.18 1.13

The results of the multicollinearity test above show that the values of the variance

inflation factor (VIF) are between 1.00 and 1.69 for all regression models. This indicates
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that there is no multicollinearity problem, in that the values for VIF for all the regression

models recorded values of less than 10. Yv
\
5.4 SEM for Mediation Analysis (’)

This section discusses the the mediating effect of SGR on the rel ip between
firm specific factors (capital structure, dividend policy, pwility, company
efficiency and firm size) and SPP. In relation to this, Cha ch,e (2015) stated
that the SGR is the rate of increase in return on equit}%‘t Warget debt
to equity, target dividend payout, profit margins, an al asswei ra‘@ The

=\
SEM)

using'STATA
\,ﬁF

N

discussion covers the results of the Structural ,Eaua Model

software. \, 0\ E\T
Based on Chapter 4 Results of ta@al struc is s@used four models
to find the appropriate model that pr@vides impo rsto a better explanation
o . N
of their influence on sustainal PPfBase thggiplanatory power of the

| | \, & |
models, this study finds that m fti ve t@nlghest adjusted r-squared in

Model 1%, This suggests t tze variables i mbdc@ re important factors in order to
'

’
give a better explanwo hti ence on @fé}éGR and SPP. Table 5.6 shows the
adjusted r-squar Mch
S|
Table 7

-~

regné.nn employed in the study.
!
2 9

x% ry Power of the Models

: r_‘:éﬂfatrefd 4 Mddel 1 Model2 Model3 Model 4

S ! 0175 | 00167 00172  0.0169

Step 2 02012 | 02414 02399 02331

% Step 3 00383 | 00310 00312 00348
0 Step 4 00382 | 0.0358 00362  0.0368

13 Table A-22 (a-d) [refer Appendix 3] present step 1 to step 4 the regression results of Pooled OLS
regression for all models in order to identify explanatory power of the models.
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5.4.1 Analysing the Mediating Effects using SEM

Structural equation modelling (SEM) was used to estimate the direct and Vut
effects using STATA (Hussain et al., 2017; and Gu, Cao & Wang, 2019{%\tudy
performed SEM using Stata software because it is a suitable method'%swer the
research questions and achieve the specific objectives of this research:

The significant influence between the firm specific fagt(NR, and SPP is

presented in Table. 5 '
Table 5.7: Statistically Significant Value Esti f Firm

imates o ecifi ctbrs@GR
and SPP >\
NS
Model Modeld / U

Panel A Coef. ([;R . R.

Lev1 (TDTE) - SGR -0.%
Dividend policy - SGR .0
Profitability > SGR 0

Company’s efficiency 2 SGR 25
Firm’s size = SGR % . .
N

Panel B ‘% @ q <(Q
Lev 1 (TDTE) > SPP \ -%} 90221 -0.64
Dividend policy - SPP . ~.0.0095 1.42
Profitability > SPP Y' ’ 0.1073 0.0678 1.58
Company’s efficienc 0.0022! ~.) 0.0034 0.63
Firm’s size > SPP £ 000494, 0.0070 -0.70

“~ 080697  0.1490 5 4%

o

SGR - SPP 1

R-squared (R2): @ ! ~ 0.2933

R-squared (R2); SP & 0.0416

Overall 2\ 1 e S O 0.2956
Notes: *** ** g note Significance @t tﬁ%’, 5%, and 10% levels, respectively. The table shows
that SEM w. rformed using Stata ftwa& measure the Beta () coefficient, standard error and
statisticallypsi ant values using re am@g from the bootstrapping procedures for 5000 samples for
all sampl b 4

3
NS
;\%Bed on Table 5.7 above, the coefficient of firm specific factors (R2) for the

ysis is lower than 80%. Although the r-squared is low, it can still indicate a real
ationship between the dependent and the independent variables. The results indicate

that the independent variable does not explain much of the variation of the dependent
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variable. For example, the coefficient of Profitability is f=0.2079, which means that, on

average, a one unit increase in profitability is associated with a 20.79 percent i

in the SGR. The following analysis is discussed in four stages, as follows(’}

Q) Relation between the firm specific factors and SPP. A

(i) Relation between the firm specific factors and SGR. Y'

(iii))  Relation between SGR and SPP. \,

(iv)  SGR as an indirect/mediator between the firm spec XTS zlnd SPP.
T

5.4.1.1 Step 1: The Direct Relationship betwee Firm Speci Tacn%s and

SPP

Table 5.8 shows the relationships between t

Table 5.8: The Direct RelationshiMen i ecﬁ\i\ ctors and SPP

Result

-
Hypothesis i
H2.1a Leverage 1 (T h i Not significant (-)
H2.1b Dividend poliey tosshare p Not significant (+)
H2.1c Profitabilit t()“s&e pri Not significant (+)
Company’s ncy i Not significant (+)
H2.1d perfor%z F O

Not significant (-)

H2.1e Firm’s Size

Y &

The res @ve i t no <‘e‘f the direct relationships for any of the

firm specific ave a sig |0fnt6 ionship with SPP. This finding is consistent
N

and suppor kliermer eacb\&ogenous variable, i.e. capital structure (Chandra

et a 19); dividend polic;@h‘g,.Sharif & Jan, 2019; Hashemijoo et al., 2012);

%E ility (Ali, Sharif & Jan, 2017); Company’s efficiency (Dzikevicius & Saranda,
20%;

; Lyroudi (2018); and firm size (Ahmad et al., 2013). Capital structure has no
ect on stock returns (Chandra et al., 2019). Ali, Sharif & Jan (2017) found that the

dividend per Share and Retention Ratio has an insignificant relationship with Share
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Market Prices but that the dividend Payout Ratio has a significant positive relationship
with Share Prices. T

Hashemijoo et al. (2012) stated that there is no significant relation@een
stock price volatility and dividend policy in Malaysian consumer p firms. In
relation to profitability, profit after tax has an insignificant relation to Stock Prices, and

earnings per Share has a positive significant relation to Stock P. i(wi, Sharif, & Jan,
|Cil

2017). They suggest that firms should regularly pay divide | eause an upward

movement in the stock market prices. For company’s efficiency, Dzikévicifls & Saranda

AR
(2011) found no significant relation between asset tu r and stock r u’ns.ﬁﬁich is
at

consistent with the recent findings of Lyroudi L@g was no

Y

hip en the asset

d, i@f related to SPP.

jc@means it has no effect
N

evidence of a statistically significant str

turnover ratio and stock returns. Firn%a the othe
Ahmad et al. (2013) found that firm%s not % ,
on stock returns, which goes a% gb

e theoretical expeetation that firm size affects

&
stock returns. In this case, '}Mt in’i es that SP uld not necessarily increase
irrespective of higher r Ievi‘r ge, i:/.iﬁeﬂbpolicy, profitability, company’s
efficiency, or ﬁrm&&g ® é.}

\ ¢ | ¢ . .
54.1.2 Step%he D rec%aﬁon&tﬁ% between the Firm Specific Factors and

N
6{%' toty
m)t esis 2.2 (a-e) exa the relationship between the firm specific factors

\
N&. The predicted sign and significance for the firm specific factors are shown in
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Table 5.9: The Direct Relationship between the Firm Specific Factors and SGR

Hypothesis Description Resul
H2.2a Leverage 1 (TDTE) to sustainable growth rate Signifhxt )
H2.2b Dividend policy to sustainable growth rate Sign% -)
H2.2c Profitability to sustainable growth rate Sighificant (+)
H2.2d Company’s efficiency to sustainable growth rate N ificant (-)
H2.2e Firm size to sustainable growth rate ?%pyicant (+)

Based on the above results, it appears that leverage dend policy are
negatively related to the SGR, while, profitability and firm %i.tivrly significantly
influences the SGR. Referring to leverage, the negative relationshi M'indicates
that higher leverage will decrease SGR. These findi e in line wi anﬁ}et al.

(2012), who found that large firms with high e % r SG@Gsing the

Higgins model. For dividend, high growthw eedwi) reduce th out ratio and

retain more earnings as precautionarwa, but low
more mature and build up their rese@ﬁor flexibihi K ., 2015).
? & ; S

For company’s efficien 1S an in 'gﬁiﬁ& relationship between a
slan

company’s efficiency and X Mrll
These findings consis@ Alays‘ ‘;J‘-A'(i@e (2015), found that there is no
e | &

significant relatio,n@tweer] of su ble growth and the total turnover of

assets. With res¢%:\t iIrm*sizeni 'as ae?(ificant positive influence on SGR. This
¢

result contr %}rek rahi

firms ( asset) Paract ed by a decreasing sustainable growth of sales,

Whi&l size firms are ass cﬁ%’e’d with an increasing growth of sales.

en together, the results show that a lower leverage, a lower dividend payout, a

d er profit margin, and a higher firm size will increase the SGR. Although this finding
0

oks similar to Arellano and Higgins (2007), leverage (debt to equity ratio) has a

Itron@y et al. (2017) who pointed out that large size
N

different significant sign. They found that a higher profit margin, a lower dividend
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payout ratio, a higher debt to equity ratio, or a lower asset to sales ratio will increase the

sustainable sales growth rate. T

5.4.1.3 Step 3: The Direct Relationship between the SGR and SPA
Hypothesis 3 predicts a positive relationship between the SGWe firm and

SPP. Table 5.10 shows the results of the direct relationship betwee R and SPP.

Table 5.10: The Direct Relationship between an S‘DP

Hypothesis Description asulty~
H3 Sustainable growth rate to shar@ I q}g’nﬁ@t (+)
performance
F 4

relationship

/s

Based on the above table, the findin\g

between SGR and SPP (z=5.42, p<0.(\%esult in

to have a higher SPP. This result ig simila

thaé’ﬁigher SGR tends
@on model in which a

3 D% N
Madoroba and Kruger (2015) wh un,t GR h@ positive significance related

to SPP. l §
s ¢ &

5.4.1.4 Step 4@3 :

The me%n mo el'hy iz(e-%%at the firm specific factors influences the

mediato@',’wh'hch Mr
resul

-
=

high SGR is always associated

@D
—
<
CA
;%
Ll
=
3
[92]
°
@D
o
=
()
T
QD
(@]
-
o
=
w
Q
-]
o
2]
Y
e

. in@ces the dependent variable (SPP). Table 5.11

b4

showss ts of the mediati fect or indirect effect on the SGR between the firm
N

S %Ngfactors and the SPP. This result is based on bootstrapping and Sobel test

imation.
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Table 5.11: SGR play as Mediator between the Firm Specific Factors and SPP

Bootstrapping Sobel Test \z

Hypothesis Mediating effects analysis Coef Std. Critical Std. Critical Result
' error ratio error

Lev 1 (TDTE) > o

Sustainable growth rate i ) QakEk ) e Slgnificant
H2.4a (SGR) = Share price 0.0284 0.0097 -2.93 0.0106 _ -2.682 )

performance (SPP)

Dividend policy (DPR) >

Sustainable growth rate i Pyre. V ~%  Significant
H2.4b (SGR) = Share price 0.0118 0.0048 2.45 051"% -2.3302 )

performance (SPP)

Profitability (NPM) >

Sustainable growth rate ' ~  Significant
H2.4c (SGR) - Share price 0.1678 0.0380 4. 0.0402% )

performance (SPP) , ¢ O~

Company’s efficiency C}‘ Not
H2.4d (ATS) = Sustainable -0.0020 0.0013“%g™~155  0.0013 14592§~ significant

growth rate (SGR) - Share 2 T )

price performance (SPP) - & )

Firm size > Sustainable \ - Sianificant
H2.4e growth rate (SGR) - Share  0.0060 3.43%** .0019 619*** g )

price performance (SPP)

4

Notes: *** ** and * denote significance at the 19, 5%, and 1
performed using Stata software to measure t eta’(B) coeffici
tst

, respestively. The SEM
standrror and statistically

was

significant values using resampling from the boo pi N@T r 59{0 samples for all samples.
o s

Based on the summary sr%mbl
D

S

—

oots@ing test and Sobel test,

and is consistent for both T , 1.e.
there is a significant % effectfin t aha . Based on path c, none of the

5.11 bevezggs finding clearly confirms

that

'3 ¢ &
variables are sigr&&The 1f \rﬂc udir@ mediator for paths “a” and “b”, is

significant and % ong i [1 in @%e'specific factors, i.e. leverage, dividend
¢

)

policy, pro ility, and/firm s e,%u‘(r-lyt company’s efficiency. According to Ramli

N
(2014),% ediation.t-statistics"are found to be significant, then the study should
identi e magnitude of the e.@t’given by the ratio of the indirect or mediating effect
to al effect by computing the Variance Accounted For (VAF) value.**

Q“If the VAF is 40%, the results indicated that only half of the total effect of the specific attribute on

share price performance is explained by the mediating effect. The formula to compute VAF is as
follows.
VAF = (axb)/(axb+c), where a, b, and c are the path coefficients (Ramli, 2014).
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- @ +
a b
Not
sig.
c

Figure 5.1: Simple Figure 5.2: Complex Figure 5.3: Mediation
cause effect model cause effect model Model

Based on the results in Table 5.12, the mediation effect r UM that leverage,
dividend policy, profitability, and firm size are consi QQ- 1' “indirect-only
mediator”. The results of the mediation effect are based e typblo e‘dlatl n.!
The indirect-only mediator variable means that th@&k effec |§ s@cant,
but that the direct effect (c) is not significant. \ \Y

X

For example, in Figure 5.1 the simp effeﬁt moeel sh o significant

influence between leverage and SPP&D}V reject oth@‘? la because the

a @P This indicates that
S
higher or lower leverage WI|| an anlu ce onQe SPP. Theoretically, this

-‘80

results show no significant reIatlonﬁgsetween

finding contradicts previousesea her nd a sigr flcant influence on the share
price (Chen & Chen, ZM ad et a],gz.ﬁ Ab@ah etal., 2015: Yang et al., 2010;
Khan et al., 2013) though le ppea es not influence the SPP, it has a
positive influen on S thet&}q ypotheses, H2.2a (path a) and H3 (path

b), are com one mode a%) &‘? have an indirect effect under the complex

cause e el (ETQ*J}) Hec& the combination of Hypotheses H2.1a and H3
Yn

isn e to develop a completclh;édlatlon model (Figure 5.3).

e complete mediation model establishes hypotheses H2.4, which proposed that

3 elationship between leverage and SPP is mediated by the SGR. Therefore,

15 Refer to Table 3.7: A typology of mediations in Chapter 3: Research Methodology for details.
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interestingly, when estimating the relationship between the direct effects (c) for

leverage it shows an insignificant relationship (a= -0.0142, z=-0.64, p>0.10), b?mh

(ox

a shows a negatively significant relationship (a= -0.0352, z= -3.08, p< \ith
shows positively significant (a= 0.8069, z=5.42, p<0.01), and path c shd;gignificant
relationship (a= -0.0284, z= -2.93, p<0.01). Therefore, it is of benewaus to know
that a higher or lower leverage does not directly influence th im or decrease in
SPP, but that a higher or lower leverage may influence th Xe.o decrease in the
SGR. Then, an increase or decrease in the SGR may leado an i réhs@ecrease in

Ay
the SPP. In the signalling theory, the increasing or de ing levera ari g.i@ad or

good news about a firm to the investor, whi nfluenCe-higher or_ldwer SPP.
However, this finding shows that the SGR 4s,an impor or in L@irof higher or
lower SPP. \%
Similar to dividend, the direc@Scts (c&agi g\(l\ﬁcant relationship (a=
stombs et

0.0135, z=1.42, p>0.10), path positivel |gn|floag.t

\m &
z=-2.61, p<0.01), path b sh% 'tivj| gn 'canté&%.BOGQ, z=5.42, p<0.01), and
path ¢ shows a signif% tionsr‘l‘i (a=

indicates that redu Nt\he payi |vidﬁ_aan increase the SGR and SPP. This
result complies @u tra Q;iry. F@/ade-off theory (Miller, 1977), the theory
IS an optim &unit co:nb atﬁn@g't)maximizesthevalue of the enterprise and is
generat(é% the” ben P and@sts are balanced (Gomez, Mena Rivas, &
Lizg&r

u Bolafios, 2014). @over, growth causes firms to shift their financing

f equity to debt in order to reduce agency problems.

Q As for profitability, the direct effects (c) shows an insignificant relationship (a=
1073, z=1.58, p>0.10), path a shows a positively significant relationship (a= 0.2079,

z=6.57, p<0.01), path b shows positively significant (a= 0.8069, z= 5.42, p<0.01), and
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path ¢ shows a significant relationship (a=0.1678, z= 4.41, p<0.01). This finding shows
that increases in profitability can increase the SGR and also SPP. In relatlonw
issue, Lockwood and Prombutr (2010) pointed out that sustainable gro@s for
value firms, perceived risks fall, required returns fall, and valuations H;Qe relative
to growth firms. Then, the direct effect (c) for firm size show: Insignificant
relationship (a= -0.0049, z= -0.70, p>0.10), path a show. vae significant
relationship (a= 0.0074, z= 3.97, p<0.01), path b sho YV-ely' significant (a=
0.8069, z= 5.42, p<0.01), and path ¢ shows a significa latio SW.OOGO, z=
3.43, p<0.01). This result indicates that bigger sized would giv hi‘;h@R of

firm and better SPP. Together, these results s a lower ge @Hividend

payout, higher profitability, and larger flrw 0 inereasesthe SG&E, hence, an

increase in the SGR would increase t &PP é

\
Table 5.12: Summary of the fp{l% ec@;u h the Typology of
‘é/iedla ion
[ Result Decision  VAF

Paths Desctiption
a H2.2a: Lev 1 (TDTE) ! ighificant (-) indirect. 067
b H3: SGR > SP I ignificant (+) only
c H2.1la: Lev1 (T PP significant (-) mediation
. H2.4a: Lev 1 (TDTE) C;/Significant A
a H2.2b: Divi olicy 9 Significant (-) . -7.44
b H3: SGR ‘S < Significant (+) '”d”led'
c H2.1b: i i % Not significant (+) (()jr_1 y
. H2.4b,Di -r sap(_/ Significant () mediation
a Hz.zdaj ili Significant (+) indirect. 061
b Significant (+) only
c fitability > Not significant (+) mediation
. % rofitabili R > s% Significant (+)
a Company’sfefficiency GR Not significant (-)
b GR > SPP ?S Significant (+) Non'g;f_e“
c ld Company’s efﬁmeﬁb-) SPP Not significant (+) mediation
H2.4d: Company’s efficiency = SGR > SPP  Not significant (-)
H2.2e : Firm size > SGR Significant (+) Indirect- 5.45
H3: SGR > SPP Significant (+) only
H2.1e : Firm size > SPP Not significant (-) mediation

c
IS \ H2.4e : Firm size > SGR - SPP Significant (+)
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Figure 5.4 shows the framework for the mediation results for the relationship

between the firm specific factors, SGR, and SPP. In order to make the results clew

lines indicates a significant relationship between each variable. ('}
A -
Sustainable
Growth Rate

Leverage

ws=?

Dividend Policy

Profitability Share Price
Performance
Company’s
Efficiency
Firm’s Size

4
is section discusses trg;ggustness test regarding the impact between firm
N

S \gfactors, SGR, and SPP of Malaysian Public-listed Shariah-compliant firms.
following is the analysis of the robustness test based on four parts of the analysis,

i-e. Industry; Matrix situation on under-levered, over-levered, under-paying, and over-
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paying of dividends; Financial screening benchmarks; and Positive and negative Return

on equity. T
5.5.1 Industry *

The following analysis discusses in detail the correlation analy d empirical

results for all industries — consumer products, industrial productwruction, trading

and services, properties, and plantation. z '
A simple comparison across the industries sugg at, on anstruction
| ]

firms have higher leverage while consumer products lower flever e‘(ref able

5.13). The results show that consumer produgis have the Highest vel\dyﬂividend
tiesrec

(gfmoweﬁdend policy
(25.84%). Plantation firms appear to @‘xighest e p@@bility of 14.29%

compared to industrial products, whith have t%%ve a@profitability of 4.92%
) N

among industries. The average y effitienc prQﬁigﬂies recorded the highest

during the period of study (37.7%) while proper

value of 4.8231 and the Ioweshnsu Ctsa ‘QlZ?.

Continuing with the Zvation, ookihg at @erage firm’s size, the statistics
. . ‘o’ ¢ 4% L .

show that trading an%n es Ftb.g |ghest@ 20.9727 while industrial products
had the lowest v. éagzo.o .
SGR of 5.919 owest averd@geds t@/ g and services, which is 3.78%. Similarly,
trading qu%ices appear :have.é“?lowest average SPP at 6.09%, while properties
reco;desthe ighest average SQF:)§~13% compared to other industries.
N

3
N

orithe SGI#QOnStruction recorded the highest average
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Table 5.13: Mean Values by Each Industry

Variable Industry
Consumer  Industrial Construction Trading Properties ation
Products Products (N: 179) and (N: 167) 166)
(N: 332) (N: 553) services %
(N: 326)
Lev1 0.3046 0.3404 0.4779 0.4482 0.3&& 0.3610
(TDTE) (6) () 1) @) (4)
Dividend 0.3770 0.2978 0.2685 0.3655 0.2723
policy &) ©) ©) ) )
Profitability 0.0733 0.0492 0.0783 0. 0980 075 0.1429
) ©) ) Y'(z) (1)
Company’s 1.3127 1.5864 2.1261 2. 5 4.8231 3.7085
Efficiency (6) (5) ) N0 @)
Firm’s size 19.5852 20.0754 20.4305 7 ZW 20.9581
®) (6) () (1) , 3 ¢ 2
Sustainable 0.0466 0.0474 0.0591 0378 ’ ' 474
growth rate (3) (2) (1) ) A (2
Share price 0.0996 0.0724 0.0704 0.0609 ‘. 300 - 0.1294
performance 3) (4) (5) (6) (1) ) (2)

5.5.1.1 Correlation Analysis
The correlation matrix between the

A-23 (a-f) [Appendix 3]. From th

signs between the firm spe(ﬂc\

correlation signs are su maW'In Ta‘

tors

Table 5.14: Correlation sign

q)

,’s\qi}n
nd

le5

P 4
Independe

Y AT
S

oii presented in Table

c}“‘
%\w

; th S ha@)e the overall correlation

ﬁe; for each industry.® The

\515

'S
F &
nt \Qaplables with SGR for Each Industry

A

"'&mer

Variable @e’tructlon Trading  Properties Plantation
@odu s o uc]ts 179) and (N: 167) (N: 166)

: 332) - 853) services

- @' (N: 326)
Lev 1 (TDTE) Q’ s' N ns ns ns ns
Dividend polic ‘, n ns ns ns ns
Profitability Y‘ + + ns +
Company Alenc (-;05 ns ns ns
Firm siz 7ns ns ns ns -
i rowth rate + ns + + +

18 Few studies are to be found that provide detailed information about the sustainable growth rate and

hare price performance for each of the industries.

This is in line with Park & Jang (2010) who point out

that understanding the growth patterns of the industry is essential for establishing sustainable growth
strategies. Therefore, the study continues observation under objective two in order to examine the impact
between the firm specific factors, sustainable growth rate, and share price performance for each industry.
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Referring to the summary in Table 5.14 above, profitability is reportew
positively correlated to SPP for all the firms in the industries except Prop i hICh
indicates that firms with high profitability tend to increase SPP. Thlf&lme with
Yang et al. (2010) who reported that firms with higher profitability earned higher returns
and thus a positive relation between profitability and return \é ted. Similarly,
SGR is observed to be positively correlated with SPP, Y:i 'iigher SGR and
tends to increase SPP. Profitability has a significant pos influgnc ck returns
(Haugen and Baker, 1996; Yang et al., 2010; Ahmad , 2013;/Ch ra‘e@mg

Ahmad et al., 2013). ‘T
i , i elated

Adding to that, leverage is negativel rr uTth inl rlal products
while company’s efficiency is negatlx lated w1 P Iofﬁnsumer products
and Trading and services. For flr e, only Won @ﬁed that firm size is

\
negatively correlated with a %ble 915 shows t rrelation results of the

RN
independent variables with G ’

$
[
Table 5.15: Correlation sigh of Indé n i bles with SPP for Each Industry

\
Variable '@e hdustr I G uction Trading  Properties Plantation
uct 0 and
, 2 \ e O services
Lev 1 (TDTE) Y ; - - ns + ns
Dividend policy ns (J ns ns ns ns
Profitability + \ + + + +
,‘ ns ns - -
" V"' ns + + ns
~

firms in all industries. This result means that higher profitability will increase the

N .
e The results above indicate that profitability is positively correlated with SGR for
S

SGR of'the firm. As for company’s efficiency, there is a negative significant correlation
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between company’s efficiency and SGR. Hafid (2016) found that there is a positive
effect between total asset turnover and SGR. Firm size is positively correlatT
SGR, which means that larger firms have a higher SGR while smaller firm ave
a lower SGR. As for leverage, the correlation results recorded mR;gorrelatlon
between industries.

The results of the multicollinearity test show that the values IF are between

1.00 and 1.83, thereby indicating that there is no multic

analysis (refer Table A-24 (a-f) in Appendix 3 for detali ‘\d
L

rl this regression

5.5.1.2 Mediation Effects Analysis using S P ¢ b &

NV
Table 5.16 shows the results of the significa |nflg§rhtwee@gf~lrm specific
factors, SGR, and SPP for each mdust\c) O
iWc @s.( 2) for the analysis
N,

Based on the results, the coeffitient of fir
n st@mate a real relationship

is lower than 80%. Although thgéred islow, i

between the dependent and mdhqden The mgs recorded that Properties

has the highest coefﬁcn‘ntj peC| ic fa ort he overall r-squared= 0.6360 @
Indu all

63.60%, followed \Odu\ , Con er products, Trading and services,
Construction, al\P tio Its md@ate that the independent variable does not
explain much(ﬁ!’ vari |on 0 o'deej'aent variable. For example, the coefficient of
Profitability ropegtl V}O 29Z®rhlch means that, on average, a one unit increase
in proﬁ% is associated w@;a' 9.78 percent increase in the SGR. The following
is will be discussed in four stages, as follows:
Relation between the firm specific factors and SPP for each industry.

i) Relation between the firm specific factors and SGR for each industry.

(iii))  Relation between SGR and SPP for each industry.
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(iv)

each industry.

SGR play as an indirect/mediator between the firm specific factors and SPP for

\Y'

Table 5.16: Statistically Significant Value Estimates of the Firm Sp mctors,

SGR and SPP for Each Industry

Model 1 Consumer Product Industrial Product Construction
Panel A (a) Coef Std. C.R Coef Std. CR zef Std. CR
E— error — - error & y error —
Levl(TDTE)> SGR  -0.0135 00160 -0.85  -0.0497 0.0231 - N.oses 0.0313  -1.86*
Dividend policy > SGR  -0.0268 0.0228  -1.17  -0.0070 0.0060 - “0.0526  0.0234  -2.24**
Profitability > SGR 03142 0.0628 500*** 02134 0.0966 & 2.2 04756  0.1739 2.73%**
i efficiency > 50040 00042 -095 -0.0057 00032 -1 0015  0.0077 020
Firm size > SGR 0.0093 0.0047 2.00** 0.0015 O. 0.33 W 0.0073  -0.09
"y
Panel B (c) N
Levl(TDTE)>SPP  -0.0881 0.0833 -1.06  0.0014 0.0 0582 _%5))548 -1.01
Dividend policy - SPP 0.0049  0.0456 0.1  0.0081 %5 .oezo,T 1083 057
Profitability > SPP -0.1390 02881 048  -0.02 90 : 06955 03319  2.10**
é;;ets efficiency > 00000 00274 081 00009 00084 V00 - 0030 00150  -0.20
Firm size > SPP -0.0023 00251  -0.09 W o.of%% -0143 125 00298  0.42
SGR > SPP (b) 12336  0.3904 3.16%** 0. 3+ £,01145 02970  0.39
R-squared (R2): SGR 0.3387 \ . 0.2770
R-squared (R2): SPP 0.0528 0.0507
Overall 0.3449 0.3036
Model Trading and service Plantation
Panel A (a) Coef Std. Coef Std. C.R
= error\ : === error =
Lev1(TDTE) > SGR  -0.0121 0.0 73 ) -0.0051 0.0165  -0.31
Dividend policy > SGR ~ -0.0218 _0.01 “1.40 . -0.0211 00149  -1.41
Profitability > SGR 02512 £0.0838y 3.00%*% 0. 7.28%* 00977 00524  1.86*
fets efficleney > 00069 0.0045 <154 055  -0.0019 00030 -0.63
Firm size > SGR 0.0 Noozs l 3&* 0.0 0.0035 2.74*** 00019 0.0049  0.40
Panel B (c) &
Lev 1 (TDTE) > SPP N 0348 ~~0.% , (01713 01681 102 00199 00738  0.27
Dividend policy > SPP (g% 0762 3 o4 0554 0.0980 057 00198 00340  0.58
Profitability > SPP 0.2669 .18 1.4;\ -0.0233 03238 -007 00859 01463 059
é;;ets efficiency %.’0183. 0094 7 -1 0.0089 00086 104 00033 00076  0.43
Firm size > SP % 00181 o1tk 75 00732 00408 -179% -00432 00295  -147
SGR > SPP( 05503  0.3377 @.63 1.6345 07324 2.23** 11461 06074  1.89%
N
R-squared GR 0.2920 0.6276 0.2416
R-squared P 0.0693 0.0603 0.0746
Overal 0.3096 0.6360 0.2599

all samples.
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SEM was performed using Stata software measures the Beta () coefficient, standard error and
tistically significant values using resampling from the bootstrapping procedures for 5000 samples for



5.5.1.2.1 Step 1: The Direct Relationship between the Firm Specific Factors and

SPP by Each Sector T

Table 5.17 shows the relationships between the firm specific factors@i? for

Yv

Table 5.17: The Direct Relationship between the Firm Spemilcmrs and SPP for

each industry under Step 1.

Each Industry

Product Product

2
. - . Tradin
Hypothesis Description Consumer  Industrial . . \ida\dmm Blantation
ser

Ces

Leverage 1 Not Not M‘%?
H2.1a (TDTE) to share significant  significant sig significant  significant
price performance () (+) g%ﬂ)
Dividend policy Not Not ~Not
H2.1b to share price significant  significa g.gnlflcant significant
performance (+) (+) (+)
Profitability to Not %% ; 3 Not
H2.1c share price significant  sign t significant  significant
performance () () \ ()
Company’s Not t Not
H2.1d efficiency to share  significant ignificant nfc t S‘fgmflcant significant  significant
price performance () - ¢ Slgmht ) ,.,c') ) (+)
Firm’s size to NOt Not V Not Significant
H2.1e share price S|gn|f|ca n|f|cant |f|capA significant g significant
performance (+) \ (+) )
~,
The results abov ndlc Ie‘!?&ﬁ'-e}ge dividend policy, profitability,
company’s efﬁc e ar 51gn1ﬁcantly related to SPP for all
industries, bu ertai a'g!\ble.s'réve a significant influence on the SPP in

certain |n Th f dl? w profitability has a positive influence on SPP
compan

§ tion, wh s efficiency influence the SPP in Trading and
sew oreover, firm size h\s a significant influence on the SPP in Properties. This

indicates that higher or lower SPP would not necessarily be influenced by

Oerage, dividend policy, profitability, company’s efficiency, or firm’s size. These

findings are consistent and support the earlier findings for each exogenous variable, i.e.
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capital structure has no effect on stock returns (Chandra et al., 2019); dividend policy
has no effect on stock returns (Ali, Sharif & Jan, 2019; Hashemijoo et aI.,W;
profitability has no effect on stock returns (Ali, Sharif & Jan, 2017);®ny’s
efficiency has no effect on stock returns (Dzikevicius & Saranda, 2011;fNi (2018);

and firm size has no effect on stock returns (Ahmad et al., 2013). Q

Q)

5.5.1.2.2 Step 2: The Direct Relationship between t efirm specific factors

and SGR by Each Sector ‘\d
Ay

Hypothesis 2 examines the relationship betvw@w firm spec iclfzic{@ and
en the fi

SGR. The results of the direct relationship bet irm Specifi facth’R'and SGR
for each industry are shown in Table 5.18 below. z

\Q\T

Consu

Prodgm

Hypothesis Description

B Q; Trading
truction and Properties  Plantation
N services

E Not Not

Leverage 1 '
(TDTE) to Not Significant _\° Significant . \©
H2.2a - significant significant
sustainable - > - ) +) )
growth rate - -
Dividend policy, \Not l t \%Tnificant Not Not Not
H2.2b to sustainable &sig ificant i |ficant<Q g ) significant  significant  significant
growth rate \ O AC i () () ()
H2 .2 Protf'FabLII' 10 Signifitan ?’gnifﬁ&g Significant Significant ~ Significant  Significant
R (+) ®), +) +) +) +)
growt ) AS
o 2 Unof e ant Not Not Not Not
H2.2d sdai Y Si |fioa'nt ) significant significant  significant  significant
S 0 &V (*+) ©) *+) )
% ze to Significar? Not Not Significant  Significant Not

H2.2e ainable significant L significant
_‘eowth rate (+) (+) significant (-) ) (+) )
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Referring to the summary in Table 5.18 above, profitability has a positive
significant influence on the SGR for the firms in all the industries. Firm size is r?ﬂd
to be positively related to the SGR in Consumer products, Trading and {ryj . and
Properties. This finding is consistent with Higgins (1977) who mentﬂ%hat more
profitable firms have a higher SGR due to effective investment in fix&s?ets, efficient
working capital management, and higher taxes. Leverage is fm) be negatively
related to a SGR in Industrial products and Construction bu X;‘aftor is positively

related to a SGR in Properties. The prosperity of companies is mu ed to how

Ay
managers manage their capital structure. The use@is limited orhp.@s will
face the prospect of bankruptcy. Under the peT der@ omp@? requires
funding, financial resources by retained earnings‘at t

i ning,,@gzl; it still has
financial problems, it is necessary for coa)any to ra nd@‘debt followed by

g@ﬁ financing from new

N
so rel to whether the manager

&/

m or ty in addition to improving

equity. Based on the trade-off theor@swth cau irms

equity to debt to reduce agenc S. 'Ilplis IS
borrows money under long- Mbtjs

r %
company’s growth. M% the use of l‘a't'ca&ave an impact on the company
\“ &

earnings. \ l %
As for co@ ffie it is E:Jéﬁvely related to the SGR in Industrial

products a en is’ n@ely related to a SGR in Construction.
N
Theoreti€ally, to incr, ,SGR:a?company will reduce the payment of dividend to

olders when real g@ is higher than the SGR. Then, the reduction in

its
%ﬁ payment can affect stock prices. Aligned with the signalling hypothesis, the
Q t of dividend policy will make changes to the stock prices, and the stock prices will
0 up or down. A negative relationship between the payout and growth ratios means
that high growth firms need to reduce the payout ratio and retain more earnings to build
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up precautionary reserves, but low growth firms are likely to be more mature and build
up their reserves for flexibility (Lee et al., 2015). Moreover, company’s efﬁme?ﬂ!s
a positive significant relationship with a SGR. Higher asset efficiency tend to a
higher SGR. There is a significant negative relationship between Ievé%and SGR.
According to Fonseka et al. (2012), a growth rate that is too high causesgfinancial stress,
and, therefore, the company will face higher costs, which mto bankruptcy,

financial losses, and a declining market share.

O
5.5.1.2.3 Step 3: The Direct Relationship betwee R and SPP I?ac ctor

K

Table 5.19 shows the results of the direct Iat| hip bét GR\a}Rd SPP for
each industry. Hypothesis 3 predicts a posu rel onsn\p\en the'SGR of the firm

and SPP.

\ Ay
Table 5.19: The Direct Relatio tw XanﬁP for Each Industry

Hypothesis  Description

Construction

Signifil:ant {‘gﬁificant (+) Not significant (+)

Sustainable -' Q, Industry
H3 grr]ow g ° l VIceE'isr,]d% Properties Plantation
'e ‘ "lgnlf Significant (+) Significant (+)
(
Regardi the su table@ove there is positive relationship between the
SG!NN& firm and SPP for a@ustnes (p<0.01) but insignificant results for Trading
a |ces. The results indicate that a higher SGR tends to lead to higher SPP. This
Q ng is consistent with the previous analysis by Fama and French (1995) with rational
ricing.
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55.1.2.4 Step 4: SGR as Mediator between the firm specific factors and SPP
The significant influence between the firm specific factors, SGR and SPP f?m
industry based on bootstrapping and the Sobel test in the mediation modelfis nted
in Table 5.20. The mediation model hypothesizes that the firm ﬁ&c factors
influences the mediator (SGR), which, in turn, influences the dependeWable (SPP).
Based on the results, the study then continues its obseryatio the indirect or
mediation effect analysis for each industry. The results sh xh

lt-statistics tests,

i.e. bootstrapping test and Sobel test, have consistent results,in th tWigniﬁcam
| ]

mediating effect on the analysis. The analysis of@dt is similar to Ihg\@ious
al

section for an overall sample, but, in this sectio ysisfo on each industry.
Based on path ¢, most of the variables ar& i \cludi&gfitability in
Construction, company’s efficiency i@g and se , ar@?m in Properties,
which have a significant influence %SPP. \Y ,<\

N
The effect, including the % qanc(léé?, is significant and has a

: @ility in consumer products,

dustrial products; company’s

strong mediation for some,specific f

Industrial products, % erties;;‘

efficiency in Indus roductf;

&

m si@ Consumer products and Properties.

Table 5.21 (a-d)Showsrthe resu the mediation effect with the typology
¢

!
of mediatioE%for onsu er’pr@ ts, Industrial products, Construction, and
. rherr

Ny
Propert%

esults of iding u@services and Plantation shows that there is no-
. X
effe -mediation for all v@i’e.
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Table 5.20: SGR as Mediator between the Firm Specific Factors and SPP by Each

Sector
Industry Consumer Product Industrial d
Mediating effects Bootstrapping Sobel Test Bootstrapping Sobel Test
analysis (c’) Coef, S g S op o SW C.R) Std. R.
error error error error
Lev1(TDTE) > ] ] ] ] P -
SGR > SPP 0.0167 0.0201 0.83  0.0204 0.82 0.0525 0.0251 2.0 0.0291 1.81%*
Dividend policy > i
SGR - SPP -0.0330 0.0282 -1.17 0.0300 -1.10 -0.0074 .0064 -1.14 0.0067 -1.10
Profitability > SGR 2.63% 267 v - -
> spp 0.3876  0.1472 o~ 0.1451 - 0.2257 % 1.99 0.1227 1.84
Company’s S
efficiency > SGR >  -0.0049 0.0056 -0.88 0.0054 -0.91 -0.0 .0035' -1.71* 0.0038 -1.57
SPP N
Ermsize 2 SGRZ 00115 00066 175% 00068 168% 00 10050 33 00050 032
A"
Industry Construction lTradﬂg and services
Mediating effects Bootstrapping Sobel Test BootStrapping © ~A\_~  Sobel Test
- y '
analysis (¢’ Coef, St& g St Coet. £ ﬁSt @: Sd. - op
error error &B" > r error
Lev 1 (TDTE) > ] ] ] X ] 0 § : i
SGR > SPP 0.0066 0.0175 0.38  0.0177 0.‘ &M 0.0108 Y~0.61 0.0100 0.67
Dividend policy > ] | ] ]
SGR > SPP 0.0060 0.0154 0.39 0.01 .38 01 0;)\&5 1.15 0.0113 1.06
Profitability > SGR il
> spp 0.0545 0.1415 0.38 0.14 0\&8\ 6% -\0 96 1.54 0.0966 1.43
Company’s %1 N\ (} &‘
efficiency > SGR > 0.0002 0.0011 0.1 0.0010 & A7 - .00:@} 0.0032 -1.19 0.0034 -1.12
SPP U Q-
- - "
Firmsize > S6R> 00001 0.0009 N% o.oow @65’5 00036 151 0003 151
l r .
Industry “Properties | ) N Plantation
Mediating effects Boots i % ]Sobe& egt N Bootstrapping Sobel Test
analysis ¢ Coef S J er™ coer S cp S g
error %, ) error error
Lev 1 (TDTE) > i
SGR > SPP 0.050%&%5 ]‘61 ; -0.0059  0.0192 -0.31 0.0192 -0.31
Dividend policy - X/
SGR > SPP ' ; l0.0]‘.1 > 1.19 -0.0242  0.0221 -1.09 0.0214 -1.13
Profitability > SGR F 02080 243 01120 00845 132 00844 133
> spp 5
Company’s ol
efficiency > SGR 0013 ’ 254" 0.52 .0025 0.52 -0.0022  0.0036 -0.61 0.0036 -0.60
SPP v
Firm size > SGR 0 N
Spp A 0.0157 0.0089 Kﬁ% 0.0091 1.73 0.0022 0.0057 0.39 0.0057 0.38
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Table 5.21 (a): Summary Results of Mediation Effect with the Typology of
Mediation for Consumer Products

Paths Description Result Deeisio

a H2.2a: Lev 1 (TDTE) - SGR Not significant (-) N

b H3: SGR - SPP Significant (+) ediaflon
c H2.1a: Lev 1 (TDTE) - SPP Not significant (-) -~ s

c’ H2.4a: Lev 1 (TDTE) > SGR - SPP Not significant (-)

a H2.2b: Dividend policy - SGR Not significant (-) i

b H3: SGR > SPP Significant (+) - dle:ttlgr?”
c H2.1b: Dividend policy > SPP Not significant

c’ H2.4b: Dividend policy 2> SGR > SPP Not significant&

a H2.2c: Profitability > SGR ignifi

b H3: SGR > SPP Indirect-only
c H2.1c: Profitability > SPP ' mediation
c’ H2.4c: Profitability > SGR - SPP R

a H2.2d: Company’s efficiency - SGR \ﬁﬁect i
b H3: SGR > SPP ifi odiati

c H2.1d: Company’s efficiency - SPP ifi J T C‘;Q
c’ H2.4d: Company’s efficiency > SGR - SPP ificant () k.

a H2.2e : Firm size > SGR i rﬂwi

b H3: SGR > SPP gnificant ( In@;t—only
c H2.1e : Firm size = SPP Not si M-) ediation
¢ H2.4e : Firm size > SGR = SPP ; Sigﬂ?f?ahq+ N

o
b}

ct,<\

| o
% &
Table 5.21 (b): Summary ResultsN i tHogﬂli% wit @Typology of

Mediatio@S ndustﬁ
. r
Descriptio% 0 - wResul 7 Decision

Paths
a H2.2a: Lev 1 (TDTE) »> Signi )
b H3: SGR - SPP K Sigm@(ﬂ Indirect-only
c H2.1a: Lev 1 (TDTE) 4 Né%aificant (+) mediation
¢ H2.4a: Lev 1 (TDEE) %e s s @ ificant (-)
a H2.2b: Dividendipoli GR [ ' Not'significant (-)
b H3: SGR - SPP b & ¢, significant (+) No'ef;.ectt. non-
c H2.1b: Dividend policy > PR ot significant (+) mediation
¢ H2.4b: Dividend pelicy —)ég;zx,SPP > Not significant (-)
a H2.2c: Prafitahility > SGV )" Significant (+)
b H3: SGFﬁD > } O Significant (+) Indirect-only
c H2.1cgPr iIityé SPP. C,) Not significant (-) mediation
c’ H2.4c: bility\=> SGR\=> gPP/ Significant (+)
a H pany’s efficiency > Significant (-)
b 3. 8GR > S ) Significant (+) No-effect non-
c %Compa y’ 1c£ncy P Not significant (-) mediation
c’ 2.4d: Company’s efﬁciene; SGR > SPP Not significant (-)
a .2e : Firm size - SG ) Not significant (+)
b\&: SGR > SPP N Significant (+) Nomif;facttlgr?”
H2.1le : Firm size > SPP Not significant (-)
2 H2.4e : Firm size > SGR > SPP Not significant (+)

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

Paths Description Result

a H2.2a: Lev 1 (TDTE) - SGR Significant (-) No )
b H3: SGR - SPP Not significant (+) ediagbn
c H2.1a: Lev 1 (TDTE) - SPP Not significant (-) -~ S:

c’ H2.4a: Lev 1 (TDTE) > SGR - SPP Not significant (-)

a H2.2b: Dividend policy - SGR Significant (-) fect non-
b H3: SGR > SPP Not significant (+) mediation
c H2.1b: Dividend policy > SPP Not significant (

c’ H2.4b: Dividend policy 2> SGR > SPP Not significant (-)

a H2.2c: Profitability > SGR Slgnlflcant

b H3: SGR > SPP

c H2.1c: Profitability > SPP ignifi

c’ H2.4c: Profitability > SGR > SPP igni

a H2.2d: Company’s efficiency - SGR

b H3: SGR > SPP

c H2.1d: Company’s efficiency - SPP

c’ H2.4d: Company’s efficiency 2 SGR > SPP

a H2.2e : Firm size > SGR

b H3: SGR > SPP

c H2.1le : Firm size > SPP

c’ H2.4e : Firm size > SGR - SPP

Table 5.21 (d): Summary ResultsN

Y
Q
~+
>0
w

Med@ for P
Description
H2.2a: Lev 1 (TDTE) %

H3: SGR > SPP

Decision
Slg i nt (+)
|cant (+) Indirect-only
N ~s-ugmflcamt (+) mediation

|gn|f|cant (+)

H2.1a: Lev 1 (TDTE)
H2.4a: Lev 1 (TDFE) NEGR > S 3
' G l

H2.2b: Dividend R T A\NGt significant (-)
H3: SGR > SPP .‘ £ 4, significant (+) Nomeef;e;ttlgr?“
H2.1b: D|V|d policy = \ Not significant (+)
: H2.4b: Div icy > 5GR™,SPP .~ Not significant ()
S ) Significant (+)
' O Significant (+) Indirect-only
ility/> SPP. Ca) Not significant (-) mediation

bility\=> SGR\=> PP/

Significant (+)

pany’s effici nc)%
3: >S
Company 1c£ncy P

Not significant (+)

Significant (+) No-effect non-

CTSDOOO'Q’OOO'WOOO’WOOUSD
T T
N o NIT
N
w0 o
et o..
e
= = g
Z
. 0T |3
E:
<

Not significant (+) mediation
’ Company s efficiency, » SGR > SPP Not significant (+)
2e Firm size > SGP.\"')" Significant (+)
: SGR > SPP Significant (+) Competitive
H2.1le : Firm size > SPP Significant (-) mediation

H2.4e : Firm size > SGR - SPP

Significant (+)

S
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Based on the results in Table 5.21 (a-d), the mediation effect result shows that
profitability is considered as an “indirect-only mediator” in Consumer in,
Industrial Products, and Properties, while Profitability for Construction is @ed as
“Direct-only non-mediation”. The indirect-only mediator variable that the
indirect effect (a x b) is significant, but the direct effect (c) is not signimln addition,
the Direct-only non-mediation means that the indirect ef CM: axb) is not
significant, but that the direct effect (path c) is significant. %. '

As for profitability, the results show that in the si cau M‘del (refer
to previous example in Figure 5.1 for details)%g no signifi tlre@;hip
between profitability and SPP, and, hence, hyp iS?2 is rej@c
that higher or lower profitability does not gfi \

downwards. This indicates that there t ge )ther impo facté‘bhat have not been

included in this study that influencﬁs in C@%ro u,eﬁs,\such as earnings per
N
pos’i‘t

Share. Ali, Sharif, & Jan (2017, nificant.relation between earnings

&
per share and Stock Pricesﬁ;}my, T inding co%&@icts the previous researchers
who found that profita% a sig‘rli ican i}\f‘luo@ on the share price (Haugen and
&
haiad. et aI.,éé.’LS; Chandra et al., 2019).

Baker, 1996; Yang M*ZOIO;l
When the (oﬂmoth 'a (pfﬁﬁ!‘) and H3 (path b) are combined in one

¢
model (axb t&@ave indi ctéff%g?nder the complex cause effect model (refer

is restlt implies

ive

N
examplefin Figure 5.2)..He ? the c%bination of Hypotheses H2.1a and H3 is needed
to dg‘& a complete mediawodel (refer example in Figure 5.3). The complete

\ahon model establishes hypotheses H2.4, which proposes that the relationship

@ een profitability and SPP is mediated by the SGR.
As for Consumer products, the direct effects (c) for profitability show an

insignificant relationship (a= -0.1390, z= -0.48, p>0.10), but path a shows a positive
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significant relationship (a= 0.3142, z=5.00, p<0.01), path b shows a positive significant
relationship (a= 1.2336, z= 3.16, p<0.01), and path ¢ shows a significant relaw
(a=0.3876, z=2.63, p<0.01). Continuing with Industrial products, the dire€t s (c)
for profitability show an insignificant relationship (a= -0.0226, z= -0.197"p>0.10), but
path a shows a positive significant relationship (a= 0.2134, z= 2.2&3&01), path b

shows a positive significant relationship (a= 1.0578, z= 3.33, p<0.01)¥and path c shows

a significant relationship (a= 0.2257, z= 1.99, p<0.01). In erties, the direct effects

(c) for profitability show an insignificant relationship (a="%0.0233 22‘\9{40.10), but
L

shows a positive significant relationship (a= 0.7

a significant relationship (a= 0.4867, z= 2.1Q, p

that profitability either has a direct inw an the SP

might directly or indirectly influenéésP. This \mgs

positive influence on the SGR%\ the %GR S pos'gi e influence on the SPP.
ity tends to

&)
This result indicates that hig@itatr @se the SGR, and, at the same
time, an increase in SP% ' 0’

4 f &

When Conw is c?n i for é.pect-only non-mediation”, the direct
effects (c) for p% ity s 'itivecgéﬁificant relationship (a= 0.6955, z= 2.10,
p<0.05), an &Da sh Ws.a osfivb‘sﬁgnificant relationship (a= 0.4756, z= 2.73,
p<0.01)@b sh insigél\cant relationship (a= 0.1145, z= 0.39, p>0.10),

sl

and ¢ shows an insignifi relationship (a= 0.0545, z= 0.38, p>0.10). Thus,
et

p }sility for Construction only has a direct significant influence on the SPP and
Q . This result is in line with Yang et al. (2010) who reported that firms with higher
rofitability earned higher returns, and, thus, a positive relation between profitability

and returns is expected. As for stock returns, profitability has a significant positive
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influence on stock returns, which is consistent with the findings of Haugen and Baker
(1996). Bivona (2000) stated that the sustainable growth policies of co
represent the combination of three main elements, which are resources, @ment
activities, and operational activities. It was found that a feedback ap could be
useful to small businesses by looking into business growth strategiesY'

As for the case of leverage in Industrial products, the media effect result in
Industrial products shows that leverage is considered as r&:;t]only mediator”.
The estimation on the relationship between the direct e (©) rw ‘shows an
ut path a shows e\@‘z;[ive
how{,‘%~ positive

@3; significant

e\o& ire I;Q luence the SPP, but

insignificant relationship (a= 0.0014, z= 0.20, p>0.
significant relationship (a= -0.0497, z= -2.1
significant relationship (a= 1.0578, z= 3.. W
relationship (a= -0.0525, z= -2.09,&%

information in that higher or Iower@sage do

N
that leverage may influence the d that an inerease a@crease in the SGR might

@ ory, growth causes firms to

de-of
lde in! %

o@t reduce agency issues. This is

4
also dependent on her the rp orro g-term or short-term debt, or equity
in addition to | ' . In conjunction, firms with high stock
prices and k re urns d{o !(.J quity financing rather than debt financing,
"

WhICh | nt MMarke |ng theory. However, the results of the positive

infl c between capital str o@e‘ and stock return show that the more the firms use

% higher the stock returns they provide, which results from the leverage effect
everage risk compensation (Yang et al., 2010).

6 According to firm size, the mediation effect result indicates that firm size is

considered as an “indirect-only mediator” in Consumer Products and “competitive

influence higher or lower Med

shift their financing fr quity t
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mediation” in Properties. Competitive mediation means that the indirect effect (path:
axb) and direct effect (path c) are both significant, and the signs point in the ow
direction. For Consumer products, the direct effect (c) for firm siz@s an
insignificant relationship (a= -0.0023, z= -0.09, p>0.10), path a s positive
significant relationship (a= 0.0093, z=2.00, p<0.05), path b shows a r&ﬁe significant
relationship (a= 1.2336, z= 3.16, p<0.01), and path ¢ shows smant relationship
(a=0.0115, z=1.75, p<0.10). This result indicates that larg yvtmild have a higher
SGR and better SPP. Ahmad et al. (2013) stated that fi ize is o\’sigd:ant to the
stock return, which means that the variable has no e on stoek r rn‘s;@esult
goes against the theoretical expectation that firmssi fects st urn\?~
Competitive mediation in Propertle pears tescause, a negé‘lsg significant
influence between firm size and SPP. \ cates tha Iar firm, the lower
the SPP. This result is in line Wlth et al. Wh | ted that small firms

tended to earn higher average %Jms 91an I aflr&]éé%anz s, 1981). When the

two hypotheses H2.2a (pathf\aanHS L re co% ed in one model (axb) they
the c

omplex c e‘eﬂ@ model (refer example in Figure

‘gl * &

eses.H2!1a and H3 is needed to develop a

have an indirect effect

5.2). Hence, the ¢ ﬁw |on‘)
complete medi @del
¢
model estab S%

ypotheses

exa an Figure 5.3). The complete mediation

!
.4,’W C.-)

I{Jh proposed that the relationship between firm

"
size and% edigted b ‘be SG@T’h detailed explanation is as follows, the direct
X
ﬂ.&or firm size shows @gfatlve significant relationship (a= -0.0732, z= -1.79,

p 1 path a shows a positive significant relationship (a= 0.0096, z= 2.74, p<0.01),

@ b shows a positive significant relationship (a= 1.6345, z= 2.23, p<0.01), and path
shows a significant relationship (a= 0.0157, z= 1.78, p<0.10) (refer figure 5.5) .
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Figure 5.5: Competitive Mediation \,z

In the specific discussions, path ¢ shows that the largerthe Z'rm, lhe less the SPP.
However, larger firms tend to increase the SGR, which, rn, | awncrease in
| ]

could lea elre.lél’ﬁ;hip

SPP. In this case, certain factors might be missing

It is éonsi t wi Wama and

arnin@:gression that
ith@mmon risk factor

between firm size and SPP or SGR and SPP.

French (1992) who stated that small firms

bypasses big firms, thereby suggestin t Size is associ

that leads to the negative relationsh ween Si to ,Q}urn. Moreover, Yusof
& Ismail (2016) reported that fi high@r earnings a@er in size, have a greater
percentage of shares o h/ I ehol @ enjoy higher investment
opportunities and low %\A%;nd :‘jpay ig‘He ividends to shareholders.

g-3haws th R plays an important role as the

Taken toge:@s fm?
mediator variabQ ala 'Iic-l@'Shariah-compliant firms.  Only three
¢
factors are sf:sﬁ)med' ted b thf S(“(é% each industry, and each type of mediation,

N
i.e. profitahility in Consu }Prod&, Industrial Products, and Properties (indirect-

onl iator), and Construc@(Direct-only non-mediation); leverage in Industrial
@i (indirect-only mediator); and, firm size in Properties (Competitive mediation).
Q Figure 5.6 shows the framework for the mediation results for the relationship
etween the firm specific factors, SGR, and SPP. In order make the results clear, bold

lines indicates a significant relationship between each variable.
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Share Price
Performance

-

e S
Construction n ! <é’\!’roperties
Figure 5.6: Mediation \ on }(ﬁgsh'“%étween the Firm Specific
SPR*for

Facto R, ar’d ‘ @ndustry
4
n

’
igur.on U de(}'vered, Over-levered, Under-

-

ividgig/

ZE?ne results found target capital structure and

dividen%ikexistyf vr_y?laysia:é’\ublic-Iisted Shariah-compliant firms. This study

|
55.2 Matrix Finaq@ ehr
paying {r‘wr-p

Based o analysis in
revegls&at ere is a speed of @_’g;;zs.tment which is less than one to be under adjusted
a N than the required adjustment to be at the target within a year. In addition,
overleveraged firms face higher costs of deviation and should adjust faster compared to

derleveraged firms. It has been suggested that firms must follow their target capital

structures and dividend policy when their leverage and dividend ratios deviate from
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their targets. Therefore, this study examines the impact of under-levered and over-
levered, together with under-paying and over-paying of dividend policy by testlnw
the matrix financing behaviour on deviation from target to the SGR and SPF(%\atr

financing behaviour are introduced and discussed based on four categﬂ&zvhwh are
the firms in situations that have (i) Over-levered (OL) and Under-p%g'of dividend

(OP), (ii) Under-levered (UL) and Over-paying of dividend (OP),*1i) Over-levered

(OL) and Under-paying of dividend (UP), and (iv) Und l'JL) and Under-
paying of dividend (UP).
. DRy

Table 5.4 shows the mean values based on t atrix situa cmg

er-Ie\‘?ed over-

iX situa@ﬁ on financing
Y, t@’rms that have: (i)

'}hand over-paying of

levered, under-paying, and over-paying of divide

behaviour in this study is divided into%a
over-levered and over-paying of nds, @H}{ -le

/

dividend, (iii) over-levered an of dividend (iv) under-levered and
under-paying of dividend.

Referring to the r% able 5 %ﬁﬂ’( ears to have the highest leverage
at 51.35%, while X 4 has f t lev at 22.42%. The statistics show that
the average rati f betw 4 17% and 41.53% with Matrix 2 being
the highest gmtrl the Idwest. P(J('Rablllty IS between 4.62% and 13.97%, and
Matrix % {I\ﬁgJ and l’vamx 3 the lowest. Company’s efficiency, on the

oth records between @2 and 2.9708 with Matrix 4 being the highest and

on Razali Haron (2014), a firm behaves rationally in year t if it reduces its gap towards the target
from,year t-1 either by increasing debt when Y*;— Yi.1>0 (under-levered), or, alternatively, by reducing
tif Y*ii— Yi1<O (over-levered). Y* is the target leverage at year t (derived from the fitted value of the
xed Effect regression line — Table A-5 in Appendix 2) and Yi.1 is the observed leverage at t-1. Thus,
e same approach is used to compute for under-paying and over-paying of dividend, which is increasing
dividend when Y*;; — Yi.1>0 (under-paying), or by reducing dividend if Y*i;— Yi.1<0 (over-levered). The
fitted value for the target dividend policy of the Fixed Effect regression line is in Table A-17 in Appendix
2.
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Matrix 1 the lowest. Matrix 2 appears to have the highest average for firm’s size, SGR,
and SPP at 21.4459, 5.75%, and 12.33%, respectively. In contrast, Matrix 3 r
the lowest average firm’s size while Matrix 1 had the lowest for the SGR, @rlx 4

the lowest for SPP (which are 19.6342, 3.5% and 7.33%, respectively):

Yv

Variable Matrix Situation on Fi
Matrix 1 Matrix 2
(N: 292) (N: 420)

Lev 1 (TDTE) 0.5135 0.2702 o
Dividend policy 0.3682 0.4153
Profitability 0.0581 0.13 0‘94 2
Company’s
Efficiency 1.7672 2.2 \2\6 V.9708
Firm’s size 19.7873 44 0\ 1996342 20 4599
rsa‘izta'”ab'e growth 0.0350 0575 0446< 0.0527
Share price
performance 0.0749 O 1 .%EQ 0.0733
0" . QC}
5.5.2.1 Correlation Analys\ A%

N
The correlation m trnWen t?’e variables f@ch model is presented in Table
[

A-25 (a-d) [Appendix 3]. th%’ |9%tu,Qy emphasizes the overall correlation

signs between thefirm mf@, SG %d SPP for each matrix. The correlation
signs are sum ar in Table 5:23 ahd Lgue 5.24.
.23:

orrelation ﬁnﬁf Independent Variables with SPP

Matrix 1 Matrix 2 Matrix 3 Matrix 4

(Nc}ez) (N: 420) (N: 571) (N: 440)
L 1 TE) ns ns ns
d policy ns ns ns ns
ability + + + +

pany’s efficiency ns ns ns ns
irm size ns - + ns
ustainable growth rate + + + +

Note: ns = not significant; Matrix 1= over-levered and over-paying, Matrix 2= under-levered and over-
paying, Matrix 3= over-levered and under-paying, and Matrix 4= under-levered and under-paying.
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Based on the results above, Profitability and SGR are consistently reported to be
positively correlated with SPP for all the matrix. This result is consistent with pwms
studies in which profitability has a significant positive influence on s@urns
(Haugen and Baker, 1996; Yang et al., 2010; Ahmad et al., 2013; Cha al., 2019;
Ahmad et al. 2013). Firm size recorded mixed correlation, whiGl is negatively
correlated to SPP in Matrix 2 and is positively correlated in M. This situation
indicates that the larger the firm, the lower the SPP for un &Eﬂ fnd over-paying

firms, while larger firms tend to increase the SPP for overslevere ar‘fNQd-payi g.
®

N
o ] ool | O
Table 5.24: Correlation Sign of Indep Vane?le with SG

- ‘\. r
Variable Matrix 1 Matrix? Matkix3 |, wMatrix 4

Lev 1 (TDTE) ns {* -

Dividend policy ns \’ & -

Profitability + \n + O +

Company’s efficiency ns S - -

Firm size + (aj - \? ;(\ ns
Vi

Note: ns = not significant; Matrix 1= 0 ar%j r-paying, M:‘tﬁs&z under-levered and over-
paying, Matrix 3= over-levered and u i g,a%h/leity 1 undQQg
in Table 5.24 {D\e\/e, profitability is positively

| O

correlated with the SGR for all the i &‘IQ/,erage 1 (TDTE) is reported to be

N O

negatively correlg@GGR fbr Matrices 23;*and 4, which indicates that firms that
consume hig M tend to h eflbwg_)@R and vice versa. Capital structure was
found to i@ the SGR Jof ja fir scalante et al., 2009; Fonseka et al., 2012;
Higgi QZ)) Firm“sﬂ'&iy %
2012).

dding to that, Dividend policy and company’s efficiency appear to have a

Oative correlation with SGR where dividend policy is negatively correlated for

Matrices 2 and 4, and company’s efficiency is negatively correlated for Matrices 3 and

ered and under-paying

ghererage are given a higher SGR (Fonseka et al.,
N
{
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4. The results of the multicollinearity test are between 1.00 and 2.09 thereby indicating

that there is no multicollinearity in this regression analysis (refer Table Tﬁ

Appendix 3 for details). C}

5.5.2.2 Mediation Effects Analysis using SEM Y.

Table 5.25 shows the results of the significant influence betw e firm specific
factors, SGR, and SPP for each matrix. T '

Based on Table 5.25, the coefficient of the fi ecific,fa 2) for the
analysis is lower than 80%. Although r-squared it can still n?l&’:ﬁ&) 2’ real
relationship between the dependent and indep riablgs. The mdmé’{?ecorded

that Matrix 1 has the highest coefficient the ir

3

\facto@ overall r-
T@%IIowing analysis

will be discussed in four stages, as Iows
Q) Relation between the flr ific fdGtors P I ach matrix.

(i) Relation between the fir ecFlll and for each matrix.

squared= 0.5372 @ 53.72%, followe a ices 3,

for H

matrix.

(iii)  Relation betwe@} nd SP .
(iv) SGRasani rect/ ed‘bt een thé‘ﬁ’m specific factors and SPP for each
&
(0\ ‘?:’ (J")
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Table 5.25: Statistically Significant Value Estimates of the Firm Specific Factors

and SPP
Model Matrix 1 Matrix 2
Std. Std
Panel A (a) Coef. error C.R. Coef. er_% R.
Lev1 (TDTE) > SGR -0.0170 0.0125 -1.36 0.0185 ti 1.40
Dividend policy > SGR  -0.0065 0.0067 -0.96 -0.0187 0.0122 -1.53
Profitability > SGR 0.5035 0.1368 3.68*** 0.3269 7.15%**
'g‘ésgts efficiency = 00152 0.0046  -3.30%** -0.01\2 22 7425
Firm size > SGR 0.0235 0.0053 4.41%** -0. .0020 -1.60
Panel B (c)
Lev 1 (TDTE) - SPP -0.0105 0.0645 -0.16 . (‘.0767 0.78
Dividend policy > SPP -0.0010 0.0250 -0.04 .0421 .03 1.29
Profitability > SPP 0.1597 0.4658 0.34 : s 05
Assets efficiency > SPP -0.0020 0.0206 -0.1 . 65 -0,74
Firm size > SPP -0.0167 0.0206 -0.44 -0.022 1 C—) .61
SGR > SPP (b) 0.7343 0.4443 ¥ 1.208 .4567%'&.65***
R-squared (R2): SGR 0.4207
R-squared (R2): SPP \ 010604
Overall ha 4196
Model (Mafrix 4
-
Std.
Panel A (a) Coef. error C.R.
Lev1 (TDTE) > SGR -0.0602 0.0211 -4,28*%**
Dividend policy > SGR -0.0165 . 0.0141 -2.44%*
Profitability > SGR 0.205 0.0426  4.21%**
Assets efficiency >
Son o.oscﬂ\ i 0.0016  -0.55
Firm size > SGR O.Y. 0.0065  4.12%**
Panel B (c)
Lev 1 (TDTE) - SPP -0,0848 0‘0 s QgG 0.0267 0.0720 0.37
Dividend policy > S 0.021 \(ng (QI 0 0.0139 0.0265 0.52
Profitability - SPP 1042 %0.23 0.2213 0.1011 2.19**
Assets efficiency 0298 QQ 0.80 0.0055 0.0051 1.07
0278(_} 1.37 -0.0435 0.0254 -1.72*
.24 2.78*** 0.7106 0.3134 2.27**
{5
6 0.2820
0474 0.0477
4430 0.2950
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5.5.2.2.1 Step 1: The Direct Relationship between the firm specific factors and
SPP by Each Sector T

Table 5.26 shows the relationships between the SGR and SPP. %\ksults
indicate that only profitability and firm’s size are significantly related t or matrix
4, but that the rest of the variables for all the matrices show no signianluence on
the SPP. The findings show that profitability has a positive influ on the SPP in
Matrix 1, and that firm size negatively influences the S 'mi 1. Most of the
previous studies found no significant between the exo us v riM‘SPP, i.e.
capital structure has no effect on stock returns (Cha tal., 2019); iv'dg@olicy
has no effect on stock returns (Ali, Sharif & 19; Ha 00 et al., 2012);

Nk

an, 2 ; Company’s

profitability has no effect on stock retunw, Shari

efficiency has no effect on stock return%Ea/icius & da, @'P Lyroudi (2018);
and firm size has no effect on stock@sws (A@%, 1&%
n
'oEi

e
Table 5.26: The Direct Re\ bet e Fi@@pecific Factors and SPP
N,

p
R"' l. Y =
. . PG Matrix
Hypothesis De% [ Matrix 11 _«_Matrix 2 Matrix 3 Matrix 4
ty ¢+, Not Not Not
Hla Ig‘ﬁ{;'rirag? :él-rforrrsitrom\\"mﬁca <'Qsignificant significant  significant
O () (@) (*)
Bi olicv.t e e Nat, ™ Not Not Not
H1lb Y sigpificant  significant  significant  significant
er rrpance ] ¢\ +) +) +)
gi ~ Not Not Not o
Hic 0 SQArERrice \(sj,gnificant significant  significant Slgn(ljl)cant
AN ) () ()
e €L . Not Not Not Not
Hid sh(;reppri}ée perfgrmcy significant  significant  significant  significant
..: ; b =, (@) (@) () *)
4 Not Not Not

Firm’s size to sharhice Significant

é\ performance sign?j;cant signzgcant sign(iii)cant )
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5.5.2.2.2 Step 2: The Direct Relationship between the firm specific factors and

SGR by Each Sector T

Table 5.27 examines the relationship between the firm specific fact@SGR

for all the matrices. A

Table 5.27: The Direct Relationship between the Firm *&ctors and
SGR

Hypothesis Description Matrix 1 Matri a[rll 3 Matrix 4
Not
H2a Leve.rage 1(TDTE) to significant S Slgnlflcant
sustainable growth rate )
Dividend policy to _ Not i né:a?lflcant
H2b . significant
sustainable growth rate ) T )

Profitability to sustainable  Significan Significant

growth rate % L)\ n{z_ (+)
g o Not
Hod Company’s efficiency to SIQITIC Si n ca g%ﬁnt Slgnlflcant

H2c

sustainable growth rate

Firm size to sustainable Slgnl ca gnificant Slgnlflcant
Hze growth rate +) \gu’ﬁca /(Q (+) *)

Based on the results abo Mﬂt\ y significantly related to the

SGR in all the matrices. As Ievera e anddivide pollcy, it negatively influences

the SGR in Matrlce and e reporé'fo be positively related to a SGR in
Matrices 1, 3, d pany@cwncy recorded a mixed significant
influence on atri UZ aca3 Company’s efficiency in Matrices 1 and
21s ne e ateg.t th a,@ positive influence in Matrix 3. This finding is

conmsti h Higgins (1977) @)b.g mentioned that more profitable firms have a higher
e to effective mvestment in fixed assets, efficient working capital management,
;%: g

igher taxes. The negative influence of leverage indicates that the use of debt is

Qwited as companies will face the prospect of bankruptcy. This is consistent with the

pecking order theory, which means that if the company requires funding, the financial
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resources are provided by retained earnings at the beginning, but if it still has financial
problems, it is necessary for the company to raise its funds on debt followed by

In terms of the negative result on dividend policy, it is found that high @lrms

need to reduce the payout ratio and retain more earnings to build uﬂ*autlonary

reserves, but low growth firms are likely to be more mature and buiI their reserves
for flexibility (Lee et al., 2015).
Y'
5.5.2.2.3 Step 3: The Direct Relationship between and $P ch Sector
Table 5.28 shows the results of the direct re%p between th SPF.Q\ SPP
for each matrix. Hypothesis 3 predicts a posm nship’b the\/ SGR of the
firm and SPP. Q\
Table 5.28: The Direct Iﬂa |p bet
Hypothesis Description atri alhxﬁ ’\ Matrix3  Matrix 4
H3 ?ﬁi:igﬁtélee pgerrc])c\‘/)vrt:] rate t grgQ)cant I r}fl)c&)‘ Slgr1(|I|)cant Sign(il‘i)cant

A‘Q

N
Based on the abo m, the'mdl S Ph@)ositive significant relationship

between the SGR and SPP aII hé.@alt indicates that a higher SGR tends

to have a higher@ﬁs re@mllar@me static estimation model in which a

high SGR is associate ywl hl@%TJSPP This finding is consistent with the
previous by“Fx)w (1995) on rational pricing, and in line with
Mado Kruger( 15) h@'ﬁnd that the SGR has a positive significance related

<
S
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5.5.2.2.4 Step 4: SGR as Mediator between the the firm specific factors and SPP
This study then proceeds to identify whether the firm specific factors inf
the mediator (SGR) which, in turn, influences the dependent variable (SPP(%& 5.29

illustrates the results of the mediation effect or indirect effect of all theﬂ;wles for all

the matrices. ?

Table 5.29: SGR as Mediator between the Firm Specifi Faw
Matrix

Matrix Matrix 1

® %7~ Sobel Test

SGR > SPP \1\‘22"(1‘ 05521  0.04

Mediating Bootstrapping Sobel Test i
H \J
y . . . .
efljects analysis Coef. Std CR. Std C.R.& 'td R c,) Std CR.
(c’) S error S error = ror. % error —/
Lev 1 (TDTE) >
-0.0125 0.0137 -0.91 0.0119 .0224 .01
g 22 &

) o v v
Dividend policy 0048 00051 -0.93 00057 -o.sx 0.0226,_0.0174 iz 00169 -134

SGR > SPP

- SGR - SPP \{.
Profitability > 93697 01960  1.88* 0.245(,.5. M 01686 ©239** 01554 254*
P e Y

Assets efficiency 1 e - o g -

> SGR > SPP 0.0112 0.0060 1.87 9;0076 14 8984 2.39 0.0078 2 Bk
Firm size > -

SGR > SPP 0.0172 0.0114 1.52 w N C.\ .0029 -1.35 0.0027 -1.45
Matrix Matri - 2u o Matrix 4

Mediating Bootstrapping Sobelrest ) ¢ Bootstrapping Sobel Test
effects analysis Std. S_ti_ Std. Std.

() Coef. error @. error CR. §Q—%f error CR. error CR.

20%% .0641 0.0304 -2.11** 0.0320

2.00**

Lev1 (TDTE) > &* ,8
SGR S SPP -0.0414  0.017, -2, 0_9 8

Dividend policy -0.0114 0.0066 73% \Q@

-
> SGR - Spp L7/ 00245 00146 -L6§* 00147 -166

Profitability >

SGR > SPP 694 \@* 0.1274  0.0605 2.11** 0.0638 2.00**

i N\
Assets efficiency olooz>(7_s.£.43** -0.0006 00012 -054 00012 -0.55

A e o.ozl‘c\@m ) 2627

O.@ 250** 0.0191 0.0092 2.07** 0.0096 1.99**
N

Firm size >
SGR > SPP OQ’ .0092I 21
\
(Q ’ {,/, <
"y R
d on the summary m%able 5.29 above, the finding is consistent for both t-
N
'\m tests, i.e. bootstrapping test and Sobel test, and clearly confirms that there is a

ificant mediating effect in the analysis of certain variables. Table 5.30 (a-d) shows
e summary results of the mediation effect with the typology of mediation for Matrices

1,2, 3, and 4.
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Table 5.30 (a): Summary of the Results of the Mediation Effect with the Typology of
Mediation for Matrix 1

Paths Description Result isi
Matrix 1

a H2.2a: Lev 1 (TDTE) - SGR Not significant (-)
b H3: SGR - SPP Significant (+) o-effect non-
c H2.1a: Lev 1 (TDTE) - SPP Not significant (-) diation
c’ H2.4a: Lev 1 (TDTE) - SGR > SPP Not significant (-)
a H2.2b: Dividend policy - SGR Not significant (-) i
b H3: SGR > SPP Significant (N No-effect non-
c H2.1b: Dividend policy = SPP Not significant.(s mediation
c’ H2.4b: Dividend policy - SGR > SPP Not sigai
a H2.2c: Profitability > SGR Signif '
b H3: SGR > SPP Signifi Indirect-only
c H2.1c: Profitability > SPP Not ifi ) ediation
c’ H2.4c: Profitability > SGR > SPP Significant (+ ® o~
a H2.2d: Company’s efficiency > SGR ificant (- ‘ C}‘
b H3: SGR > SPP gnificant (+ | .'\ct- only
c H2.1d: Company’s efficiency > SPP signifigant (-) N diation
c’ H2.4d: Company’s efficiency = SGR . \N:

> spp SIgWEN) WX
a H2.2e : Firm size > SGR \, ignifi
b H3: SGR > SPP % Indirect-only
c H2.1e : Firm size > SPP \ mediation
c’ H2.4e : Firm size > SGR -> SPP

Paths GSW Decision
! Y Matrix 2

a H2.2a: Lev 1 > SGRy V/ 2 %Not significant (+)
b H3: SGR 2> SPP (_/ Significant (+) No-effect non-
c H2.1a: wTE) g S % Not significant (+) mediation
c’ H2.4a; 1 (TDTE). > SG SPP£ Not significant (+)
a H2.2b; Dividend poli R N Not significant (-)
b H % SPP o | (')(J Significant (+) No-effect non-
c H%ivide? policyl> $PP Not significant (+) mediation
& Ab<Dividend SGH.2 SPP Not significant (-)
a %: Prc?ta!ility R N Significant (+)
b H3 "SGR é Significant (+) Indirect-only
c %.10: Profitability SPFR. Not significant (+) mediation
c’ H2.4c: Profitability > &R - SPP Significant (+)

H2.2d: Company’s ef?lg’ ncy = SGR Significant (-)

H3: SGR > SPP Significant (+) Indirect-only

H2.1d: Company’s efficiency = SPP Not significant (-) mediation

H2.4d: Company’s efficiency > SGR
- SPP

Significant (-)

%,

.

(e

H2.2e : Firm size 2 SGR

H3: SGR > SPP

H2.1e : Firm size = SPP

H2.4e : Firm size 2 SGR - SPP

Not significant (-)
Significant (+)
Not significant (-)
Not significant (-)

No-effect non-
mediation
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Table 5.30 (c): Summary of the Results of the Mediation Effect with the Typology of
Mediation for Matrix 3

Paths Description Result @
Matrix 3

a H2.2a: Lev 1 (TDTE) - SGR Significant (-)

b H3: SGR - SPP Significant (+) diréct-only

c H2.1a: Lev 1 (TDTE) - SPP Not significant (-) diation

c’ H2.4a: Lev 1 (TDTE) > SGR - SPP Significant (-)

a H2.2b: Dividend policy - SGR Significant (-) i

b H3: SGR > SPP Significant (+’\, Indirect-only

c H2.1b: Dividend policy > SPP Not significant (+ mediation

c’ H2.4b: Dividend policy - SGR > SPP ignifi

a H2.2c: Profitability > SGR (

b H3: SGR > SPP Indirect-only

c H2.1c: Profitability > SPP ediation

¢ H2.4c: Profitability > SGR > SPP |

a H2.2d: Company’s efficiency - SGR

b H3: SGR > SPP |y CC}_OnI

c H2.1d: Company’s efficiency > SPP ) d"k i y

c’ H2.4d: Company’s efficiency > SGR lea lon
> SPP N

a H2.2e : Firm size & SGR X

b H3: SGR > SPP \, Indirect-only

c H2.1e : Firm size > SPP % (+) mediation

o

H2.4e : Firm size > SGR > sr\

Table 5.30 (d): Summary of the :uitaof th E@ with the Typology of
@on 6t MatrixX.4 Q
\ &
Paths Descriptio L JResult Decision
, ! N Matrix 4
a H2.2a: Lev ]c: DTE):> SGR ' | gnificant (-)
b H3: SGR > : " |gn|f|cant (+) Indirect-only
c H2.1la: Lev 1 (TD > <-n;/Not significant (+) mediation
¢’ H2.4a: @NﬁDTE) p‘é@Q SPP \(J Significant (-)
a H2.2b%n polw 6 Significant (-)
b Hs:qg: PP O Significant (+) Indirect-only
c "1b: Dividend polic ?L c,) Not significant (+) mediation
¢’ /4b: Dividend polic GR’>,SPP Significant (-)
a vProfitaBility & SGR o~ Significant (+)
b ( H 3 ¥ sPP Significant (+) Complementary
c .1c: Profitability SPPY' Significant (+) mediation

H2.4c: Profitability > SGR > SPP

Significant (+)

;

H2.2d: Company’s effitiency - SGR
H3: SGR > SPP
H2.1d: Company’s efficiency > SPP

4

Not significant (-)
Significant (+)
Not significant (+)

No-effect non-

H2.4e : Firm size - SGR > SPP

o

Significant (+)

2’ H2.4d: Company’s efficiency = SGR Not significant (-) mediation
- SPP
H2.2e : Firm size > SGR Significant (+)
b H3: SGR > SPP Significant (+) Competitive
c H2.1e : Firm size > SPP Significant (-) mediation
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Based on the results in Table 5.30 (a-d), the mediation effect result shows that
profitability is considered as an “indirect-only mediator” in Matrices 1, 2, and 3, A
Matrix 4 is considered as “Complementary mediation”. The indirect-0 \lator
variable means that the indirect effect (a x b) is significant, but the di@&ect (c) is
not significant. Complementary means that the indirect effect (path:%@xb) and direct
effect (path c) are both significant and the signs point in the s MIion.

As for profitability, the results in hypothesis a%:W' no significant
relationship between profitability and SPP. Hence, th i bWi‘mp%Ltant
trte&, ,and
rif, n (2017)

earniqg;r share and

for, intability show an

3, such as earnings per Share. This result is ¢

who stated that there is a positive significa&elﬁ on bitwe

Stock Prices. As for Matrices 1, 2, an tEe arect effec

insignificant relationship, but path %WS a po\eﬁg ig

rﬁ pat «shov@significant relationship.

i@'ﬂ relationship, path b

shows a positive significant re ip, a

&/
ility “?a direct influence on the SPP

Therefore, this study indicaﬁ%ﬂeith
or there are other fact(% i

g

N
In% 4 onf* Pmenm& mediation” (refer figure 5.7), the direct effects
(© fgﬁ‘itability show a pos@%ignificant relationship, and, path a shows a positive

S Nhnt relationship, path b also shows a positive significant relationship, and path ¢

& s a positive significant relationship. Therefore, profitability for Matrix 4 indicates
a

t the higher the profit, the higher the SPP. In addition, a higher profit tends to increase

the SGR, which, in turn, leads to an increase in SPP. This result is in line with Yang et
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al. (2010) who reported that firms with higher profitability earned higher returns and
thus a positive relation between profitability and returns is expected. As fow
returns, profitability has a significant positive influence on stock retur@ch is

consistent with the findings of Haugen and Baker (1996). *

When looking at a company’s effiei nthhe mediati

1, 2, 3, and 4 show that it is consid%s an “in\eet%nl I)JQ tator”. For matrices 1
"': y N
and 2, the estimation of the re%p beﬂveen mdire@Tects (c) for company’s

efficiency shows an insigni@aﬁj p, but, pa@ows a negatively significant
0

relationship, path b s%

significant relation when, ,
&

the direct effec co *sieffici shows an insignificant relationship, but
¢

path a sho&i%itiv signi ar{ rt@‘;i‘anship, path b shows a positive significant
d

N
relation% path.c ‘gws aéi\gnificant relationship. Thus, this study gives

imp information in that @*ﬁpany’s efficiency does not have a direct impact on

t%x but that company’s efficiency may influence the SGR, which, in turn, leads to
n

ationship, and path ¢ shows a

Imation of the relationship between

Q crease in SPP. Ibrahim Hafid (2016) found a positive effect on profit margin and
tal asset turnover towards the SGR. Improving margins or asset turns to an increase

in the firm’s SGR (Platt, Platt, and Chen (1995).
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Regarding the firm size, the mediation effect result shows that firm size is
considered to be an “indirect-only mediator” in Matrices 1 and 3, and “comw
mediation” in Matrix 4. For Matrix 1, the direct effect (¢) for firm si%%/s an
insignificant relationship, path a shows a positive significant relationship; b shows
a positive significant relationship, and path ¢ shows an insignificant relationship. Then,
for Matrix 3, the direct effect (c) for firm size shows an insig 'fimlationship, path
a shows a positive significant relationship, path b s r~Y;)sitive significant
relationship, and path ¢ shows a significant relationship.“Lhis re ul‘ﬁﬂqdes that the

"AY
bigger firms would have a higher SGR and better SPP.kirm size is_not sjg@nt to

the stock return, which means that the variabls?g ef% K re@ﬁs, which
m,Size

M‘fec tock @;Z; (Ahmad et

al., 2013). 6‘

Competitive mediation in iX 4 appe\ioTca g;}negative significant
j x N
ﬂdicat at <tf.,é‘i’arger the firm, the lower

WS, the diée?}effect (c) for firm size shows

a negative significant r%s ip, pathia sh "s'a p@tive significant relationship, path

goes against the theoretical expectation thatfir

lsi

influence between firm size an wrhis

f/;@

the SPP. The detailed explanatio as’
a

’ &
b shows a positivwcantj:;mh P, argnath ¢ shows a significant relationship
(refer to FigureﬁS\ etails). 'lficalty)&fath c shows that the larger the firm, the
¢
less the SPP g@ver,

rger m{te@ increase the SGR, which, in turn, leads to
N
an incredse,n SPP. Ip'this Pe ceﬁ% factors might be missing that could lead to the

relaﬂgﬁp between firm size l@?’SPP or SGR and SPP. This result is consistent with
N

% d French (1992) who stated that small firms may suffer a long earnings
epres

sion that bypasses big firms, suggesting that size is associated with a common

d!k factor that leads to the negative relationship between size and stock return.
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In the case of leverage in Matrices 3 and 4, the mediation effect results show that

it is considered as an “indirect-only mediator”. The estimation of the relat
between the direct effects (c) for leverage shows an insignificant relations@ path
a shows a negatively significant relationship, path b shows a posfﬂ;g'gnificant
relationship, and path ¢ shows a significant relationship. Thus, thisfstudy provides
important information that higher or lower leverage does not di eMIuence the SPP.
However, leverage may influence the SGR, and an incre mr ase in the SGR
might influence the higher or lower SPP. The results o ositi eWe‘ between
capital structure and stock return show that the more irms use d tde I@e‘z:the
stock returns they provide, which results fro er% nd @%?age risk

. o
compensation (Yang et al., 2010). \, 0\ é\

Referring to the dividend policy atrices 3 a e m@ ion effect results

ﬂ@ct effects (c) show an
N

insignificant relationship, path % negative signific lationship, path b shows
&/
ho [

a positive significant relationshipy an wﬁlgnificam relationship. This
he pazl‘ ent g‘vi@d can increase the SGR and SPP.
oreover, growt es firms;t eir fi ing from new equity to debt in order
M r}{mf' l\l‘&t'fﬁ/f ity to debt in ord
to reduce the agency proble &
QK ¢ ! (.ER(J
In s@this indin h&vscp SGR is one of the important factors that
d

show that it is considered as an “in -only me\bx’YT

finding indicates that r

N
alsb act }a med&or variable for Malaysian Public-listed Shariah-

firms. In this stu Yd~er the matrix situation on under-levered, over-
| \e&under-paying, and over-paying, all the factors are strongly mediated by the
Q in each matrix and each type of mediation, i.e. profitability in Matrices 1, 2, and 3
ndirect-only mediator), and Matrix 4 (Complementary mediation); company’s
efficiency in Matrices 1, 2, and 3 (indirect-only mediator); leverage in Matrices 3 and 4
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(indirect-only mediator); dividend policy in Matrices 3 and 4 (indirect-only mediator);

and, firm size in Matrices 1 and 3 (indirect-only mediator), and Matrix 4 (Comwwe

mediation). q
Figure 5.8 shows the framework for the mediation results for ationship

between the the firm specific factors, SGR, and SPP. In order make ‘the results clear,

bold lines indicates a significant relationship between each vat;iam

D

Performance

Matrix 1

Sustainable
Growth
Rate.

Sustainable

Dividend

Share Price
Performance

L 4 > \(
Matrix 3 >4 Matrix 4
S

re 5.8: Mediation Analysis on the Relationship between the Firm Specific
rs, SGR and SPP for Each Matrix Situation on Under-Levered, Over-Levered,

Q Under-Paying, and Over-Paying Of Dividend.
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5.6 Conclusion

The existing literature provides inadequate information about the relat
between the the firm specific factors and SPP as it assumes, imphm@ this
relationship is direct. An alternative perspective, that has received Ies jon in the
literature, is that this relationship can be mediated by the SGR. Moreo Were is alack
of studies that specifically studied SGR as a mediator in the eIatl ip between the
the firm specific factors and SPP. Therefore, this resear tn the mediating

effect of the SGR on the relationship between the firm speeific fagt “Mgd

This study was conducted using Structural Equ ) at\ e run

in STATA software to comply with objective

ndi%&how that

,@X r Step 2, the

none of the variables have a significant mf%

results show that leverage, d|V|den& ||ca

positively related to a SGR. Under ,theS gpo "}Q influence on the SPP.
For Step 4 under the indirect ef taI structure and di(é@nd policy are negatively
related to SPP while profit d sige are tively significant relation to
the SPP after mcludmg%a med |It|ng ri'a the regression analysis.

A mediation eI hypT that |rm specific factors influences the
mediator (SGR h| int nces{h}e ependent variable (SPP). The mediation
effect resu I tha Ieve :dlb d policy, profitability, and firm size are
cons1de d s dlreﬁ edlaw@ The indirect-only mediator variable means that
the i t effect (ax b)issi ant but that the direct effect (c) is not significant.

:gxbpted or rejected hypotheses are summarized in Table 5.31.
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Table 5.31: Summarisation Results of the Firm Specific Factors, SGR, and SPP for
Overall Sample

Step Step 1 Step? Step 3 e
Variable SPP SGR SPP

Lev 1 (TDTE) ns - 0.035*** - - gFr*
Hypotheses H2.1a (x) H2.2a (/) 2.4a (/)
Dividend policy ns - 0.015*** - - 0.012**
Hypotheses H2.1b (x) H2.2b (/) i H2.4b (/)
Profitability ns 0.208*** \' 0.168***
Hypotheses H2.1c (%) H2.2c (/) H2.4c (/)
Company’s Efficiency ns ns ns
Hypotheses H2.1d (x) H2.2d (x) H2.4d (x)
Firm’s size ns 0.007* . .006***
Hypotheses H2.1e (%) H2.2e (/) \QDUZAe )
Sustainable growth rate - - : S\
Hypotheses ' A"’
Note: *** ** and * denote significance at the 1%, 5%, and levels, r}spd:tive'

result and (x) is not a significant result. ns is not significY~
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