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ABSTRACT 

Equity markets in India have seen a metamorphic change in the past two decades 

exposing the markets and its participants to various kinds of risks and valuations. Valuation is the 

process of assigning a rupee value to a specific share. It states the true or intrinsic value of an 

asset.  An ideal valuation technique would assign an accurate value to all shares. In general 

valuation is a complex topic, no single valuation model can truly predict the intrinsic value of a 

share and no valuation model can predict with certainty how the price of a share will vary in 

future. There are different types of valuation models like balance sheet valuation which is based 

on accounting information like book value, liquidation value, replacement cost, discounted cash 

flow techniques like dividend discount model, free cash flow model and relative valuation 

techniques like price earnings ratio, price to book value ratio, price – sales ratio. However 

valuation models provide a basis to compare the relative merits of two different shares. Among 

all these market value is most watched by investment and fund managers.Valuation in this study 

refers to equity market value. Equity valuation is a central question which the fund managers, 

investment advisors, and stock brokers in the field of Capital markets are trying to address 

through different angles with various clues. As most of the fund managers, individual investors 

and investment advisors in the process of valuation facing challenges in determining the right 

avenue for investment. In this regard they try to analyze the fundamental factors which are 

related to economy such as GDP growth, inflation related factors majorly, and then start 

analyzing industry related factors, to choose a specific company for investment, and there starts a 

need, for investment managers to collect the company specific information (accounting variables) 

relating to companies for assessment of equity valuation. In this background they undertake a 

number of valuation tools that can facilitate them in assessing the right potential and information 

about the price of securities that the trader will be waiting for taking various investment decisions 
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like buying of shares, selling of shares or for holding of shares. Valuation is the process states the 

true or intrinsic value of an asset which is based on cash flows that the investor expects to receive 

in the future from owning the asset and it also helps to identify the mispriced securities. 

Valuation is the art/science of determining what a security or asset is worth.Valuation is the 

estimation of an asset‟s value based either on variables perceived to be related to future 

investment returns or on comparisons with similar assets 

 

I. REVIEW OF LITERATURE 

Merton H. Miller and Franco Modigliani (1961) “Dividend policy, growth and the valuation 

of shares” The Journal of Business, Vol 34, No. 4 (Oct.1961), pp. 411-433. They study the effect of a 

firm‟s dividend policy on the current price of its shares, corporate officials, investors, and to economists. 

This article analyses “what does the market really capitalize 

Dr. Sanjeet Sharma (2011) “Determinants of Equity share prices in India “Journal of Arts, 

Science & Commerce, Vol. – II, Issue –4, Oct. 2011 [51]. This study has been undertaken to examine 

the empirical relationship between equity Share prices and explanatory variable- dividend per share, The 

results revealed that earning per share, dividend per share and book value per share has significant 

impact on the market price of share. Results of Study indicated that dividend per share being the 

strongest determinants of market  price,  so  the  results  of  the  present  study  supports  liberal  

dividend  policy  and  suggests Companies to pay regular dividends.  This policy will affect market price 

of share in positive direction. 

              James A. Ohlson, Beate E. Juettner-Nauroth(2005) The model assumes that the present 

value of dividends per share (DPS) determines price, but it does not restrict how the DPS -sequence is 

expected to evolve. All this aspects equates the growth rates of expected EPS and DPS and fixes the 

growth rate and the payout rate. Though the constant growth model arises as a peculiar special case, the 

analysis in this paper rests on more general principles, including dividend policy irrelevancy.  

RESEARCH GAP:  A lot of research on equity valuation has taken place internationally 

especially with the data of USA. But they have not discussed about the individual effect of explanatory 

variable on equity market value. The explanatory variable is dividend per share, used to explain equity 

valuation.Hence, the researcher has made an attempt to study about the fifty nifty companies and to 

examine its impact on valuation and risk of Indian equity markets.  

1.1 Objective of the Study 

 DPS (dividend per share) and its impact on market value of equity. 

 To throw light on the prevailing practices among fund managers with regard to use of accounting 

information in predicting market value. 

1.2 Scope of the Study 

This study is exclusively made to understand, and analyze the usage of accounting variable, with 

Market Value to Valuation of equity markets. There are few models existing related to valuations. 

However valuation models provide a basis to compare the relative merits of two different shares. Market 

value is determined by fundamental factors such as economy, industry, and company specific risk factors 

and the study is confined to accounting related variables. Valuation in this study refers to equity market 

value.  

 

 

 

1.3 Hypothesis 

The researcher has defined the research hypothesis, sampling and data collection techniques as 

well as the statistical techniques used to test the data for valuation.  
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 We test the following hypotheses for valuation:  

H1: DPS (dividend per share) is not affecting the market value of equity. 

 1.4 Operational Definition of the Concepts 

 Equity valuation: Valuation helps in determining the price of a security, where price of a 

security indicates the value that the investor has to surrender for buying a security of his choice. Further, 

the price of a security also indicates the potential that these securities carry in their respective markets of 

trading. It is the process of assigning a rupee value to a specific share. An ideal share valuation technique 

would assign an accurate value to all shares.  

       Dividend per Share: Dividend is the portion of the profit after taxes, which is distributed to the 

share holders for their investment, and bearing risk in the company. It has a significant influence on the 

market price of shares. 

II. METHODOLOGY 

The study is done in two parts, the first part is an analytical study and it is a cause and effect study. We 

start with market value of equity of a company as dependent variable and the independent variable as 

Dividend per share.  

 2.1 Methods of Data Collection 

The study is basically an empirical in nature. The data for the present study are collected from 

both primary and secondary sources. Primary data are collected by administering a structured 

questionnaire to 50 respondents. They are the stock brokers, investment advisors, and fund managers in 

different private and public limited companies.  

However, secondary data is collected from capital line database, Bangalore stock exchange, the 

top 50 companies selected, which are listed in both NSE and BSE for the period of 5 years, from the year 

2011-2012 to 2015-2016and is supplemented with CMIE (Centre for Monitoring of the Indian Economy) 

Prowess database, various management journals, financial dailies, magazine reports, industry reports, 

annual reports of the companies websites,  Finance websites like investopedia.com, finance india.com, 

bse-india.com, nse-india.com and news papers the required data is gathered. 

2.2 Sampling  

For the study the researcher has collected two types of samples for collecting the required data. 

Firstly from secondary sources the data available in capital line database from Bangalore stock exchange 

for the period of five years i.e. from the year 2011 – 2016.  For the study the top 50 companies is selected 

in the ranking of companies by market value as listed by Business To-day survey for 2015. This top 50 

companies sample includes almost all the sectors for the study. 

 For the collection of data purposive sampling is conducted to fulfill the said objectives from 

fund managers. For the study a sample size of 50 respondents are selected to collect the primary data. 

For the study to collect the primary data the questions are designed by using five point likert scale. The 

questionnaire is divided into two parts. Accordingly, part I, is intended to get the personal profile of 

selected respondents. Part II elicits information about the usage of accounting variable, importance and 

the level of impact on this accounting variable will have on investment decisions by the above said fund 

managers for doing valuations in Indian equity markets.   

2.3 Plan of Analysis 

The study has been done by using various statistical tools like (descriptive statistics) mean calculation, 

standard deviation, correlation and simple regression is been done in the study, to check the validity of 

data. 
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2.4  Limitation of the Study 

 The calculations are based on an analysis of only five year data and to make generalizations of 

dependence, we need to take samples of companies over about 25-30 years, and run a panel data 

regression. 

2.5 Refrence Period 

The required primary data collection was collected from the different stock brokers, fund 

managers and few investment advisors, who belongs to the public and private limited companies and the 

secondary data is collected from capital line database for the period of five years from 2011 to 2016. 

 2.6 Data 

For calculation of equity market value the average closing price of each company‟s stock is 

selected. Market value (Independent variable) of the equity share is the arithmetic mean of the closing 

price of the equity share for the period of 5 years i.e. for 2011 to 2016. Then consider DPS values which 

are considered as independent variable is calculated by using the relevant formula as applicable and then 

the descriptive and inferential statistics is calculated to test the significance level.  

2.7 Accounting Variable Used in the Study: 

In this study, dividend per share accounting variable  used for valuation as it is important for 

investment managers while deciding about the investment try to analyze various information related to 

company, through the financial statements disclosed and a lot of research in this area has taken place 

internationally especially with the data of USA.   

 Dividend per share 

2.8 Meaning and Formula Used For Calculating Dividend Per Share 

 Dividend is the portion of the profit after taxes, which is distributed to the share holders for their 

investment, and bearing risk in the company. It has a significant influence on the market price of 

shares. It can be calculated by using the following formulae: 

 
                          

                   
                         

 

 Dividend is the portion of the profit after taxes which are distributed to the share- holders for 

their investment and bearing risk in the company. The amount of dividend paid to the share 

holders depends upon the dividend policy pursued by a company. The stable dividend policy 

helps in resolving uncertainty from the minds of the investors  and  also  plays  an  important  

role  in  creating  a  healthy  investment  climate. The dividend rate of a company has a significant 

influence on the market price of a share.  

2.9 Descriptive Statistics 

Table 1.1 

Mean, Standard Deviation and Correlation coefficient between 

Dividend per Share and Market Value of Indian Equity Markets (2011-12 to 2015-16) 

                                                                               (  in crores) 

Year Average Median Std deviation Correlation 
Coefficient 

2011-12 4.67 2.63 7.53 0.68 

2012-13 4.59 3.05 5.63 0.61 

2013-14 7.37 3.25 17.57 0.53 

2014-15 7.45 2.50 17.98 0.50 

2015-16 10.78 3.27 27.84 0.55 

                               Source: calculation               

Table 1.1 gives the details of arithmetic mean, median, and standard deviation of market value of equity 

of the sample companies of all the 5 years under study. The Mean and median market value is fallen from 

2011-12 to 2012-13, 4.67 and 4.59 and 2.63 and 3.05.  It has picked up in the year 2013-14 and continued 
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till 2014-15 of 7.37, 7.45 and 10.78 and the median value of 3.25, 2.50 and 3.27. The above table also 

gives the details of Standard deviation values of market values of equity of the sample companies of all 

the 5 years under study. The mean Standard deviation value is 7.53 for the year 2011-12 and the market is 

showing a variation of 5.63 in the year 2012-13. The values are showing a positive deviation of 17.57, 

17.98 and 27.8. In the year 2015-16 the markets are showing a higher deviation value compare to the 

other years. From this behavior is understood that the markets are able to recover.  

Table 1.1 shows the correlation coefficient for all the sample years 2011-12 to 2015-16. The values are 

showing positive. Correlation Coefficient values are 0.68 and 0.61. In the following years even though the 

values are decreased they are showing a positive relationship existing and this behavior is continued in the 

next year also between Dividend per Share and Market Value of Indian Equity Markets.  

 Inferential Statistics 

Table 1.2 

Intercept values of Dividend per Share variable and Market Value of Indian Equity Markets 

(2011-12 to 2015-16) 

                                                            (  in crores) 

Year Intercept t – values Remarks 

2011-12 122.69 2.29 Significant 

2012-13 138.32 1.79 Not Significant 

2013-14 232.25 4.99 Significant 

2014-15 320.28 4.71 Significant 

2015-16 423.08 5.28 Significant 

                                      Source: calculation     

Note: The Inferential analysis is carried at a significance level of 5%. 

      It is observed in the above table 1.2 the intercept values for all the years from 2011-12 till 2015-16 are 

showing significant value and these intercept values are considered without the influence of dependent 

variable, they are showing that there is a linear relationship existing between  Dividend per Share variable 

and Market Value of Indian Equity Markets. 

The„t‟ values are also showing a significant relationship existing between Dividend per Share variable and 

Market Value of Indian Equity Markets.  

Table 1.3 

Analysis of Regression Coefficient between Dividend per Share variable and market value of 

Indian Equity Markets (2011-12 to 2015-16) 

          (  in crores) 

Year Regression 
Coefficient 

Standard 
Errors 

t – 
values 

P - 
value 

Remarks 

2011-12 39.45 6.06 6.50 0.02 Significant 

2012-13 56.50 10.67 5.29 0.07 Significant 

2013-14 10.62 2.46 4.31 8.22 Significant 

2014-15 13.99 3.52 3.97 2.14 Significant 

2015-16 12.29 2.70 4.54 3.07 Significant 

              Source: calculation               

Note: The Inferential analysis is carried at a significance level of 5%. 

   In the table the analysis shows that Slope values for the accounting variable Dividend Per share, 

in all the years from 2011-12 till 2015-16 is showing an insignificant level i.e. the rate of change of 

explanatory variables are more than the rate of change in explained variable (dependent 

variables), the analysis shows that the Dividend Per share in the year 2011-12 the value is 39.45 

for a increase (decrease) by Re – 1. In the year 2012-13 this rate of change is increased to 56.50 

for an increase (decrease) by Re – 1. In the following years explanatory variables which shows the 

rate of change in explained variable (dependent variables) is decreased to 10.62, 13.99 and 12.29 
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for increase (decrease) by Re – 1. This analysis clearly shows that there is no linear relationship 

existing between the regressand and regressor variables in the study. 

 

 The above table is also showing the standard error (Se) and T values for Dividend per share in all 

the years from 2011-12 till 2015-16. The Se value shows the variation in estimates. In all the years 

the„t‟ values are showing an insignificant relationship.  

 . Se shows the variation of 6.06, 10.67, 2.46, 3.52 and 2.70.   

 

 It is observed that in the above table we have the details regarding P values for all the years from 

2011-12 till 2015-16. The above analysis finds that there exists a significant relationship but in the 

Indian context there is a linear relationship existing between Dividend Per Share and market 

value of Indian Equity Markets, so the hypothesis is accepted.             

Table 1.4 

Analysis of R² values of the Regression between 

Dividend per Share and Market Value (2011-12 to 2015-16) 

 in crores) 

Year R2 

2011-12 46.00% 

2012-13 36.00% 

2013-14 27.00% 

2014-15 24.00% 

2015-16 30.00% 

                                                      Source: calculation               

 AM of R2 = 32.60% 

Note: The Inferential analysis is carried at a significance level of 5%. 

 The above table shows the Regression Coefficient values of R2 for the year 2011-12 till 2015-16 

for the selected sample companies. The R2 ranges of 24.00% at the lowest level to 46.00% at the 

highest level for all the 5 years, the regressions are not significant. The arithmetic mean works out 

to 32.60%  

 But the values are differs from year to year. This suggests that role of Dividend Per Share in 

determination of market value differs from year to year showing insignificant as the „t‟ and „p‟ 

values in the above table are not showing significant relationship 

 Hence the explanatory power of Dividend Per Share differs from year to year. 

Table 1.5 

F values of Dividend per Share Variable and Market Value 

(2011-12 to 2015-16) 

                                                                                                           (  in crores) 

Year Df of Regression Df of Residual F-Value Remarks 

2011-12 1 48 42.28 Not  Significant 

2012-13 1 48 28.02 Not  Significant 

2013-14 1 48 18.60 Not  Significant 

2014-15 1 48 15.77 Not  Significant 

2015-16 1 48 20.62 Not  Significant 

                   Source: calculation               

Note: The Inferential analysis is carried at a significance level of 5%. 

 Table 1.5 shows the degrees of freedom of Regression of 1 for all the years from 2011-12 till 

2015-16 and the degrees of freedom of Residual show 48 for all the years.  

 It is observed that in the above table F values are showing that in all the years from 2011-12 till 

2015-16 not significant at 5% level and further it shows that there is no linear relationship 
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existing between Dividend per Share and Market Value Indian Equity Markets. The hypothesis is 

rejected. 

Respondent’s Profile 

Equity markets always carry diverse pool of participants who determine the performance of the 

market, with an objective of determining the profile of the intermediaries participating in the investment 

activities in the market among the respondent groups, they are asked to respond as to the nature of 

enterprising adopted by them, and the same is summarized and presented in table – 1.6 below followed 

by a brief analysis 

Table –1.6 

Nature of Ownership of Respondent Organization Groups 

Sl. 
No 

Nature of 
Ownership 

Response 
%age to total 

number of 
respondents 

1 Sole Proprietorship 23 46% 

2 Partnership 04 08% 

3 Private limited 21 42% 

4 Public limited 01 02% 

5 Others please specify 01 02% 

Total 50 100%  

                      Source: Filed survey 

A close observation of the above table reveals the following; 

01. The market continues to be dominated either by sole traders or few of the private limited 

enterprises like Parimala stocks, saketha share services, Emerging stock broking, Catalist 

securities etc., and Private limited organizations such as Religare Financials ltd, Ventura securities 

private ltd, Mzone financials ltd, Way To Wealth, Kotak Mahindra, Anand Rati, BMA Wealth 

creators private limited etc. who are taking a major share of investment markets with larger 

customer base designing and delivering investment solutions in specification with investors 

investment objectives. Where among the respondent group it can be found that 46% of the 

respondents (i.e. 23) were found carrying out investment solutions as sole traders another 42% 

(i.e. 21) were found to represent private limited enterprises, 8% of the respondents found to 

represent partnership kind enterprises (i.e. 4), only 2% (i.e. 1), respondent from Public limited 

organization, Stock Holding Corporation of India and only one respondent of 2% (i.e. 1) were 

found investing individually as well with Jain Capital markets ltd. 

02. The market continues to have very low participation by the private and public limited enterprises 

due to highly volatile and special nature of the market. And it is very difficult for the organization 

to establish bench marks or precedents for their future deliverable objectives towards the clients 

due to inconsistent nature of the markets and the policies which govern their performance, which 

is very much evidential from the table above. 

03. A small group of market participants are also found to participate directly through online trading 

terminals; this is one of new facilities extended by the DP‟s (Depository Participants) like ICICI, 

HDFC etc., for their HNIs (High Net worth Investors) for promoting and facilitating their 

investment activities. This group of investors‟ in the market most of the times act as key drivers 

or determinants of true market potential. 
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The following figure 6.1 makes these aspects very evidential; 

1.6(a) Organization form of different investment advisors 

 
The fund managers in the market and the period of their presence greatly influence their rational 

behavior, where it is assumed that by studying the market trends they can greatly influence on creating 

potential opportunities for diverse investment group in profitable avenues.  With an objective of 

appraising the nature of activities the fund managers are involved with they were asked to respond to the 

period of their presence in the market and the same is summarized and presented in the below table – 6.3 

followed by a brief analysis 

Table – 1.7 

Nature of activities investment advisors are involved in 

Source: Field Survey 

1. The markets are depending on the effectiveness of different investment activities. Usually the 

potentialities of different investment avenues are depending on different investment advisors and 

professionals as such. The market continues to be dominated either by stock brokers or 

Investment advisors like stock holding corporation of India ltd, Religare investments private ltd 

etc. Among the overall respondents groups it can be found that (50%) of the respondents (i.e. 

44) were found carrying out the stock broking activity, and (38%) of the respondents (i.e. 33) 

were found carrying out the investment advisor activity. 
2. In the fund management activity (7%) respondents (i.e. 6) were found carrying out this activity. 

0% 
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40% 

Less than 
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years 
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0.12 0.14 
%
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Description  

Sl. 

No 

Investment 

activities 
Respondents 

%age to total number 

of respondents 

1 Stock Broking 44 50% 

2 
Investment 

Advisor 
33 38% 

3 
Fund 

Management 
06 7% 

4 
Others Please 

Specify 
05 6% 

 Total 88 100% 

 



A Study on Valuation and Impact of Dividend Per Share in Indian Equity Market 

 
179 

 Emperor International Journal of Finance and Management Research 

3. Among the overall respondents group it can be found that only (6%) of the respondents (i.e. 5) 

were found carrying out other  investment activities such as  sales of mutual funds and  providing  

training  facilities for the interested individuals. 

From the above analysis it is clear that most of the investors prefer stock brokers and investment 

advisors as they charge a nominal amount as fee towards the investment solutions they provide to 

various investors in the market and it can also be found that the existing number of stock brokers 

and advisors are more in percentage compare to the fund manager same is summarized and presented 

below in table –1.7(a) followed by a brief analysis 

1.7(a) Nature of activities investment advisors are involved in 

 
The stock broking dealers usually dealing between stock exchange and the customers by 

providing diversifiable investment solutions at free cost, along with stock brokers, investment advisors 

charge a nominal fee on call basis for the service rendered. The fund managers who also rendered service 

towards the customers by charging a management fees onetime per year and bear the market risk on 

behalf of customers. From these points it is clear that most of the investors prefer stock brokers and 

investment advisors as they charge a nominal amount as fee towards the investment solutions they 

provide to various investors in the market. With an objective of collecting different source of information 

for investment decision the same is summarized and presented below in the table – 1.8 followed by a 

brief analysis 

Table – 1.8 

Source of Information fund managers use for investment decision 

Sl. No Information Source Respondents 
%age to total 

number of 
respondents 

1 Own Research 45 35% 

2 Publicly Available Information 33 25% 

3 
Privately Available Research 
Information Provided by 
Market Research Agencies 

28 20% 

4 
Information furnished by 
issuing organization 

22 17% 

5 Others please specify 04 3% 

 Total 130 100% 

               Source: Field Survey 

A close observation of the above table reveals the following: 

, 0 , 0 

Stock Broking, 
0.5 

Investment 
Advisor, 0.375 

Fund 
Management, 
0.068181818 

Others Please 
Specify , 

0.056818182 
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Fund managers are using different source of Information as a bench mark while taking Investment 

decisions in the markets on behalf of their customers according to their set objectives. 

01.Among the respondent group  maximum number(35%) of fund managers (i.e.45) respondents 

collect different types of information through conducting own research about different investment 

avenues available in the market. the publicly available information is used by (25%) of respondent  

(i.e. 33)  investment advisors in taking various investments decisions. 

02.About ( 20%) of respondents ( i.e. 28) stock brokers use Privately Available Research Information 

Provided by different Market Research Agencies like Information Center of BgSE, different weekly, 

monthly and quarterly magazines published by different organization etc. 

1. wherein among all the respondents an  Information furnished by issuing organization is used by 

(17%) of respondents (i.e. 22) investment advisers  relying on the authenticated information 

about the company which is interested in. about (3%) of respondent ( i.e. 4)  stock brokers rely 

on the information furnished by their friends to take investment decisions. 

1.8 (a) Source of Information fund manager’s use for investment decision 

 
As collection of various kinds of information through various sources on the fundamental aspects of 

economy, industry and company related factors play a pivotal role for the Investment advisory group 

while framing the different strategies with respect to market volatilities and to meet the needs of diverse 

customer base. With this objective a group of investment advisors try to identify a suitable security from 

an existing different investment alternatives. 
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Table – 1.9 

Types of Investment Securities Fund Managers use for investment decision 

 

Source: Field Survey 

A close observation of the above table reveals the following: 

Equity markets always carry diverse pool of participants and investment securities which 

determine the performance of the market, with an objective of determining the best investment 

avenue which maximizes return and minimize risk. 

1. Among all the investment securities mentioned the maximum number (21%) of respondent (i.e.  

21%) of different investment managers select equity or common stock as the best investment 

avenue in the market, the futures and options has taken ( 11% ) of respondents ( i.e. 27) fund 

managers has chosen this investment avenue for providing stock decisions. 

2. Wherein Debt/Bonds    has taken ( 10% ) of respondents ( i.e. 24) fund managers has chosen 

this investment avenue for providing stock decisions, along with this mutual funds and currencies    

has taken ( 9% ) of respondents ( i.e. 21) fund managers has chosen this investment avenue, 

along with this government securities, bank deposits  and insurance has taken (7%) of 

respondents ( i.e. 17) fund managers has chosen this investment avenue, for providing diversified 

investment solution to achieve potentiality in the market. 

Sl. 

No 
Investment Securities Respondents 

%age to total number of 

respondents 

1 
Equity  or Common 

Stock 
51 21% 

2 Preference 15 6% 

3 Debt/Bonds 24 10% 

4 Government Securities 17 7% 

5 Insurance 17 7% 

6 Mutual funds 21 9% 

7 Futures & Options 27 11% 

8 Currencies 21 9% 

9 Hybrid Investments 12 5% 

10 Global Securities 10 4% 

11 Bank Deposits 17 7% 

12 Others, Please Specify 08 3% 

 Total 240 100% 
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3. Among all the respondent hybrid investment (5%) of respondents ( i.e. 12) and global securities 

of (4%) of respondents ( i.e. 10) and others carries (3%) of respondents are interested in different  

corporate deposits and equity commodities for maximizing profit in markets. 

            1.9(a) Types of Investment Securities Fund Managers use for investment decision 

 

 
The markets play an important role by providing diverse pool of investment avenues for diverse pool 

of investors. Generally by analyzing the risk and return aspects associated with the investment avenues a 

group of financial analysts suggest for the right portfolio construction with this objective the analysts 

consider few factors for suggesting an investment portfolio is summarized and presented in the following 

table 6.6 followed by a brief analysis. 

Table – 1.10 

Factors considered for suggesting an Investment Portfolio 

Sl. No Factors Respondents 
%age to total number 

of respondents 

1 
Risk Appetite of the 
Investor 

43 15% 

2 
Economy Related 
Factors 

37 13% 

3 
Industry Related 
Factors 

36 12% 

4 
Company Related 
Factors 

38 13% 

5 
Nature of the 
Investment Portfolio 
preferred 

34 12% 

6 Maturity Period 27 09% 

7 
Current Market 
Performance 

37 13% 

8 
Future expectations 
regarding the value of 
the stock 

38 13% 

9 Others Please Specify 04 01% 

 Total 294 100% 

                Source: Field Survey 
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The portfolio construction involves a number of attributes assessed by the fund managers when 

they are asked to respond towards considering the factors for taking investment decision relating to 

economy, industry, company related and other factors. 

1. It is observed that among the respondent group (15%) of respondents (i.e.43) fund managers 

consider the risk appetite factor of the Investors as the most important attribute towards the 

investment decision making. 

2. Among the respondent group (13%) of respondents (i.e. 38) investment advisors consider the 

economy related factors, company related factors, the current market performance and the 

future expectation regarding the value of stock. These are most important factors considered by 

the fund manager when they are asked to respond towards considering the factors for taking 

investment decision. 

3. the factors which are related to industry and Nature of the Investment Portfolio preferred by  a 

pool of investors is given the next priority among the respondent group (12%) of respondent 

(i.e. 34) investment advisors consider  these factors while selecting investment avenue according 

to the potential objective of pool of customer base. 

The long term investment decision of customers (1%) of respondents is the other important factor 

considered by few investment advisors in the field. 

The following figure 6.6(a) makes these aspects very evidential; 

1.10(a) Factors considered for suggesting an Investment Portfolio. 

 
Generally the investment advisors considered a number of factors while taking investments decision 

towards risk bearing capability of customers. The potentiality of customer base according to their 

objectives set, is decided with help of above mentioned attributes. With this objective the respondent 

group is ask to select an accounting variables which are measured in 5 point likert scale to quantify the 

impact and importance on investments decisions is summarized and presented through different tables in 

part-II. 

Respondent’s Data   Analysis For Valuation 

Table – 1.11 

Dividends per Share (DPS) as an Accounting Variable for Valuation 

DPS 

Class Interval Respondents %age 

1-1.9 0 0% 

2-2.9 1 2% 

3-3.9 12 24% 

4-4.9 35 70% 

5-6.9 2 4% 

Total 50 100% 

                            Source: Field Survey 
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Dividend is the portion of the profit after taxes, which is distributed to the share holders for their 

investment, and bearing risk in the company. Among the respondent group (70%) of the respondents 

(i.e.35) responded that dividend per share is an important variable influencing, (24%) of respondents (i.e. 

12) found that this variable is used as the most impacting variable influencing an investment decisions of 

fund managers towards companies. 

The following figure 1.11(a) makes these aspects very evidential; 

1.11(a) Dividend per Share (DPS) as an Accounting Variable for Valuation 

 
The stable dividend policy helps in resolving uncertainty from the minds of the investors  and  

also  plays  an  important  role  in  creating  a  healthy  investment  climate, the above chart describes very 

clearly that a small percentage of investment managers ranging from (4%) to (2%) of respondents group 

do not consider dividend per share in investment decision, but the maximum percentage of respondents 

considered as important variable which influence on investment decisions.  

III. FINDINGS OF SURVEY 

It provides an insight to understand practically the prevailing practices existing presently with 

equity valuation and risk calculation to analyze a kind of information and data required for different 

investment advisors and fund managers, for taking investment decision through the company financial 

statements, towards the effective portfolio construction. 

The present survey highlights the role of different accounting variable, its importance, as well as their 

impact on various investment decisions of stock brokers, fund managers. 

3.1 Descriptive Statistics 

The Mean Value is an average, which shows the value of data by representing single figure. The 

mean of independent variable for the period 2006-07 to 2010-11 ranges from the lowest value of 4.59 to 

the highest value of 10.78. It is observed that there is a constant decrease in the value. 

The Standard deviation value for the year 2006-07 to 2010-11 showing constant deviation and the value 

ranges from the lowest of 5.63 to the highest value of 27.84. 

The Correlation Coefficient analysis shows the positive significant association of DPS with Market value. 

The value for the year 2006-07 to 2010-11 ranges from the lowest value of 0.50 to the highest value of 

0.68. Positive relationship exists between DPS and Indian Equity markets. 

3.2 Inferential Statistics 

The following results are drawn for the Independent variable Dividend per Share by using Simple 

Regression analysis. 

 Intercept values are proved for all the five years at 5% significant level. 

 R2 Regressions are significant. The Arithmetic mean is R2 = 32.60%. I.e. 32.60% of variation in 

equity markets is explained by BV. 

 Regression Coefficient of Beta (Slope) values are showing significant at 5%, the value ranges 

from 10.62 to 56.50. 
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 For the estimated „t‟ value ranges from  to 3.97 to 6.50, the Standard Error (Se) shows the 

variation of 2.46 to 10.67 

 „P‟ values are showing significant at 5% i.e. less than 0.05 

 „T‟ values are showing significant at 5% i.e. more than 2.50 

 „F‟ values are showing significant at 5% i.e. less than 0.05 

From the above secondary data analysis the results are proved that Independent variable Dividend 

per Share is having a linear relationship existing with Indian Equity markets. Further it is proved that 

there is a significant relationship existing between DPS and Indian Equity markets. The hypothesis is 

accepted. 

IV. CONCLUSION 

          The conclusions are drawn only with respect to linear relationship regression in the present        

study. The results confirm the importance of Accounting Variable used for Equity Valuation for each 

individual independent variable i.e. Dividend per Share, used for determining the right Portfolio.   

 

 

 


