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Abstract 
The research paper mainly analyses the impact of dividend policy on 

shareholders wealth of automobile companies. The study contains 
secondary data collected from various the journals and database. The 
variables used for the study are market price per share, dividend per share 
, price earning ratio, previous year market price share and return on equity. 
Correlation and regression model are used for analying the data and finally 
the study concludes that dividend per share and previous year market 
price per share are highly and positively influence the market price per 
share. 
Key Words:Dividend per share, automobile, market price per share, 
return on equity. 
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1. Introduction 

The most important function of the business enterprise is receiving funds from 
various sources for manufacturing activity and marketing their product and 
earning profit. The profit of the business is called income. The income can be 
divided into two parts. In this, one part is dividend and second thing is retained 
as earning. The retained earning retained the business and it is used for large 
investment and also utilized for business. Otherwise the dividend is distributed 
to the shareholders. In other words, the dividend is companies’ profit which is 
distributed to its members. The dividend may be paid out of current year profit 
not only by the capital of the company. The objective of business enterprise is 
maximising the owner’s wealth. The owner is otherwise called shareholders.    

2. Statement of the Problem 
The financial management is a concern with three important decision that is 
investing decision, financing decision and dividend decision. The dividend is 
otherwise called division of profit, which is distributed to the members. The 
dividend distribution policy depends upon two factors that is nature of 
organization and control measures of organization. The dividend plays a vital 
role in attracting investments in companies share. The dividend payment leads 
to maximize the shareholders wealth. The dividend policy has the implication 
importance of the financial decision of the organization. The company distribute 
high dividend it may be highly influence in the market price of the company. In 
this market price is the indicator of share holder’s wealth and also the 
automobile industry is one of the leading industries in India .So the researcher 
analysis the impact of dividend policy on shareholder wealth of select 
automobile companies in India. 

3. Review of Literature 
Salman.M (2013), tries to find out the effect of dividend policy on shareholders 
wealth on the 33 listed sugar firms in Pakistan. Descriptive and regression 
model is used for analysis. The suggested that the variable dividend per share , 
Earning per share, previous market price ,price earning ratio and retained 
earning has positively significant  relationship between shareholders’ wealth.   
Johannes and Mvita Mpinda (2013), investigate their study relating to impact of 
the dividend payment on shareholders wealth using vector error correction 
model. They select 46 companies from various sector and they find that there is 
a positive relation between the dividend yield and market price per share and 
there is no significant impact on earning per share and market price per share. 

Zafar, Arfaq and Asad (2014), in their study , they examine that  the impact of 
dividend policy on shareholder wealth in Pakistan. They select thirty five 
companies for their study. Dividend payment affects the shareholders’ wealth 
through the variable like DPS, Market captilisation firm size and growth. 
Finally they find firm , growth and firm size have significant positive impact on 
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shareholder wealth. 

Irtaza Ansar, Arslan Ali, Butt and Syed Basit Hussain Shah(2015), in their 
study investigate the impact of shareholders wealth for the sample of 30 
companies from three major sector and they finally conclude that there is a 
significant relationship between market price per share and dividend per share , 
retained earnings ,return on equity and previous year market price 
Omoregie and Eromosele(2016), examine the impact of dividend policy and 
shareholders wealth for the sample of 15 Banks in Nigria and in this study 
finally conclude that dividend policy has significant effect on shareholders 
wealth as well as firm value. 

4. Objectives of the Study 
• To determine the relationship between the dividend policy and 

shareholders wealth. 
• To   know the impact of dividend policy on shareholders wealth. 

5. Hypothesis Framed 
• There is no relationship between the Market per share and Earning per 

share. 
• There is no relationship between the Market per share and Return on 

equity. 
• There is no relationship between the Market per share and Dividend per 

share. 
• There is no relationship between the Market per share and Price earning 

ratio. 
• There is no relationship between the Market per share and Lagged 

market price per share. 

6. Research Methodology 

 Source of Data and Period of the Study 

The study was mainly used secondary data, which were collected from capital 
line data base for the period of ten years from 2006-2007 to 2015-2016. 

 Sampling Technique 

The study used multi-stage sampling technique for the eight selected 
Automobile companies in India. 

 Tools Used for Analysis 

The present study use, the descriptive statistics and correlation coefficient to 
identify the relationship between selected variable and regression model which 
is used to find out the association between the selected variables. The  Market 
Price Per share (MPS) used for dependent variable. Earning Per Share (EPS), 
Return on Equity (ROE), Dividend Per Share(DPS), Price Earning Ratio 
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(PERATIO) and Lagged Market price per share(LAGGMP) used independent 
variable. 

Table 1: Summary of Descriptive Statistic of Selected Variables of Sample  

Companies  
Companies Market price per share Earnings per share Return on equity 

Mini Maxi Mean Std. Deviation Mini Maxi Mean Std. Deviation Mini Maxi Mean Std. Deviation 

mum mum mum mum mum mum 
Ashok 12.09 86.89 30.89 21.83 0.11 4.42 2.2 1.27 -15.1 27.07 14.37 12.99 
Eicher 248.25 17958.92 4035.02 6023.36 17.38 349.84 86.19 108.27 10.55 58.14 25.6 18.06 
HERO 706.39 2727.55 1675.84 718.7 40.07 142.2 87.15 31.58 35.48 65.64 46.17 11.44 
M&M 220.21 1252.86 702.93 363.85 30.6 61.9 46.81 9.42 15.47 33.2 24.53 5.93 
Maruthi 639.96 4120.47 1627.68 1088.07 41.57 144.25 80.27 31.5 10.06 25.38 16.9 5.45 
SML 213.77 1125.97 429.32 296.54 4.31 33.71 20.08 8.74 5.04 29.78 15.86 7.23 
TATA 61.34 497.06 237.06 136.57 0.5 50.52 18.49 20.37 -6.16 30.98 8.11 11.94 
TVS 14.04 262.92 80.77 84.97 1.19 8.63 4.07 2.44 0.37 24.13 15.23 8.47 

Table 1 denote that, the average market price per share is highest in the Eicher 
Motors Ltd Rs.4035.02 and followed by Hero MotoCorp Ltd has average  
market price per share is 1675.84. From the study , it is observed that the lowest 
average market price per share is Ashok Leyland Ltd Rs.30.89 and the average 
earning per share is highest in the Hero MotoCorp Ltd  Rs.87.15 and also the 
Hero MotoCorp Ltd contains the highest average return on equity Rs.46.17% . 

Table 2: Summary of Descriptive Statistic of Selected Variables of Sample  

Companies  
Companies Dividend per share Price earning ratio Lagged market price 

Mini 
mum 

Maxi 
mum 

Mean Std. Deviation Mini 
mum 

Maxi 
mum 

Mean Std. Deviation Mini 
mum 

Maxi 
mum 

Mean Std. Deviation 

Ashok 0.45 2.00 1.10 0.51 6.10 162.36 30.93 48.05 12.09 46.83 23.69 9.94 
Eicher 5.00 100.00 27.30 29.18 14.28 59.35 33.47 16.49 248.25 11825.35 2267.06 3582.38 
HERO 17.00 110.00 57.30 33.29 13.74 25.19 18.87 3.39 706.39 2727.55 1489.82 697.92 
M&M 9.50 14.00 11.75 1.32 7.20 24.17 14.38 5.77 205.52 1252.86 598.26 337.89 
Maruthi 3.50 35.00 11.40 10.35 15.11 28.56 18.94 4.61 591.92 2998.70 1274.83 688.70 
SML 1.50 8.00 5.50 2.49 12.57 49.60 23.03 12.03 213.77 791.86 350.53 167.45 
TATA 0.20 20.00 8.02 7.40 2.72 994.12 247.38 341.34 61.34 497.06 209.14 130.42 
TVS 0.50 2.50 1.25 0.60 8.24 30.61 17.76 8.16 14.04 213.08 59.15 56.06 

The table 2 shows that , during the study period, Hero MotoCorp Ltd have the 
highest average dividend per share Rs.57.30. The lowest dividend per share is 
Ashok Leyland Ltd Rs.1.10 and highest price earning ratio 247.38 times in  Tata 
ltd.  The Hero MotoCorp Ltd has small deviation in price earning ratio 3.39 
times. During the study period previous year market price is highest in the 
Eicher Motors Ltd Rs.2267.06 and also have the highest deviation in previous 
year market price.  

Table 3: The Relationship between Dividend Policy and Shareholders Wealth 
 MPS EPS RONW DPS PERATIO LAGGMP 
MPS 1      
EPS .900** 1     
ROE .494** .642** 1    
DPS .603** .747** .756** 1   
PERATIO -.019 -.148 -.356** -.116 1  
LAGGMP .956** .924** .501** .655** -.030 1 
**. Correlation is significant at the 0.01 level (2-tailed). 
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The Table 3 shows that correlation among the variables. The relationship 
between MPS and EPS(.900) and the relationship  between MPS and ROE 
(.494), is between EPS and ROE(.642) and the relationship between  MPS and 
DPS (.603), is between MPS and LAGGMP(.956).In that the variables are 
highly positively significant at 1% level. 

Table 4: The Impact of Dividend Policy and Shareholders Wealth 
Variables Coefficients(B) Standard Error t Significant 
(Constant)MPS 417.875 171.690 2.434 .017 
EPS 8.784 4.825 1.820 .073 
ROE 11.181 9.061 1.234 .221 
DPS 13.782* 6.179 2.230 .029 
PERATIO .755 .645 1.172 .245 
LAGGMP 1.381** .151 9.134 .000 
R 0.960 
R  square 0.922 
Adjusted R  Square 0.917 

The Table 4 presents the Multiple liner regression analysis model . This model 
shows the MPS is dependent variable and EPS, RONW, DPS, PERATIO, 
LAGGMP show the independent variable. These variables are used to find out 
the impact on dividend policy on shareholders wealth. It is shown from the table 
that there is a significant relationship between market price per share and 
dividend per share at 5% significant level and previous year market price per 
share highly influence the dependent variable at 1% Significant level. It is clear 
that there is a significant relationship between the market price per share and 
independent variables. So alternative hypothesis is accepted. The Table 4 shows 
that the value of R square is 0.922, which means that the regression model is 
explaining the 92% variation in the dependent variable and which is significant. 

7. Findings 
The average market price per share is highest in the Eicher Motors Ltd. 
Rs.4035.02 and followed by Hero MotoCorp Ltd. has average market price per 
share is 1675.84. During the study period, Hero MotoCorp Ltd has highest 
average dividend per share Rs.57.30. The lowest dividend per share is Ashok 
Leyland ltd Rs.1.10 The study indicates that, the Dividend per share, Earning 
per share, Previous market price per share and return on net worth shows the 
positive relationship between the dependent variable. The regression model 
shows that 92% variation in dependent variable. The average market price per 
share is highest in Eicher ltd Rs.4035.02. The lowest average market price per 
share is (Ashok Leyland ltd) Rs.30.89. 

8. Suggestion 
The study suggests the automobile companies to implement the dividend policy 
gradually and it also suggests that control the various unwanted cost with the 
view of increasing the earning per share. The sample companies also needed to 
the maintains proper combination of share price and dividend payment. 
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9. Conclusion 
The market price per share is one of the variables to measure the shareholders 
wealth of the Automobile Industry. All other independent variables are used to 
know the impact on dividend policies. These variables have the  highly positive 
influence on the shareholders wealth. Finally the study concludes that the 
dividend per share and previous year market price per share have significant 
relationship in the shareholders wealth. 

    Appendix 
S.No Name of the Companies S.No Name of the Companies 
1 Ashok Leyland Ltd 5 Maruti Suzuki India Ltd 
2 Eicher Motors Ltd 6 SML ISUZU Ltd 
3 Hero MotoCorp Ltd 7 Tata Motors Ltd 
4 Mahindra & Mahindra Ltd 8 TVS Motor Company Ltd 
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