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 This study examined the market reaction to profitability by discussing the impact of dividends 
yield (DY) and earnings yield (EY) based on leverage (LVRG), as a control variable, on stocks’ 
prices (SP) of the industrial companies listed on Amman Stock Exchange (ASE), for the whole 
sample and the two subsamples (low and high leveraged companies). For this purpose, the data 
of the three samples were analyzed, for seven years from 2011 to 2017. The multiple regression 
analysis results showed that based on the leverage ratio (LVRG), as a control variable, there is 
a significant effect of DY on SP at 1% significance level, and an insignificant effect of EY on 
SP at 5% significance level, in the high leveraged sample. The impact of DY and EY on SP at 
5% significance level in the whole and low leveraged samples is insignificant.  
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1. Introduction 

Management and Investors evaluate the company’s value and performance through stock’s price. The change in Stock’s 
price is considered as an important indicator of management policy and efficiency. Earnings and Dividends affect a stock's 
price (Ang & Ciccone, 2011). High earnings levels usually increase a stock's price and vice versa, while the effect of 
dividends on a stock's price depends on the investor’s risk level.  Dividend yields are the amount that the company decides 
to pay. When an investor buys a stock, he is buying the future cash flow potential of a company, and earnings yield is one 
way to measure at least the current valuation to income.  Despite the advantage of existing tax savings from debt financing 
(financial leverage), depending on borrowed funds without its efficient use will expose company owners to risks, causing 
them to claim a higher level of return required.  Companies pay dividends to distribute profits to shareholders, and which 
also signals corporate health and earnings growth to investors. Because shares prices represent future cash flows, future 
dividend streams are incorporated into the share price, and discounted dividend models can help analyze a stock's value. 
For investors, dividends serve as a popular source of investment income. For the issuing company, they are a way to 
redistribute profits to shareholders to thank them for their support and to encourage additional investment. Dividends also 
serve as an announcement of the company's success. Because dividends are issued from a company's retained earnings only 
companies that are substantially profitable issue dividends with any consistency (Bureau of Economic Analysis). Graham 
and Dodd (1951) pointed out that: The dividend return is the overshadowing factor in common-stock investment. This point 
of view is based on simple logic. The prime purpose of a business corporation is to pay dividends to its owners. A successful 
company is one that can pay dividends regularly and presumably increase the rate as time goes on. Since the idea of 
investment is closely bound up with that of dependable income, it follows that investing in common stocks would ordinarily 
be confined to those with a well-established dividend. It would also follow that the price paid for an investment common 
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stock would be determined mainly by the amount of the dividend. When the dividend remains the same if the share price 
drops, the dividend yield rises. The yield will fall if the stock price rises. As an investor, you are more likely to see the 
dividend yield quoted than the dividend rate. The initial reason for this makes sense, a company that pays out dividends at 
a higher percentage of its share price is offering a greater return for its shareholders’ investments. The dividend yield tells 
you the most efficient way to earn a return. Normally, companies with higher dividend yields are underpriced while stocks 
with lower dividend yields are considered to be overpriced. The earnings yield is the EPS / Price per share. Alternatively, 
it can also be written as the Net profit of the company/market capitalization of the company. Like in the case of dividend 
yield, in the case of Earning Yield also a lower value is a sign of overpricing and a higher value is a sign of underpricing, 
(Investopedia online). Earnings yield is an indication of the payback period of the stock. It shows how much of the price 
you pay for the stock will be earned back each year. Out of the net profit, a part of the amount is paid as dividends and the 
balance is transferred to the reserves of the company. While the dividend yield only captures the tangible yield of the 
company, the Earnings yield also captures the tangible and intangible yield of the company, (Investopedia online). Money 
managers often compare the earnings yield of a broad market index (such as the S&P 500) to prevailing interest rates, such 
as the current 10-year treasury yield. If the earnings yield is less than the rate of the 10-year Treasury yield, stocks may be 
considered overvalued. If the earnings yield is higher, stocks may be considered undervalued relative to bonds, 
(Investopedia online). Economic theory suggests that investors in equities should demand an extra risk premium of several 
percentage points above prevailing risk-free rates (such as rates on Treasury bills) in their earnings yield to compensate 
them for the higher risk of owning stocks over bonds, (Investopedia online). Earnings yield can be useful when there is 
concern about the rate of return on investment. For equity investors, however, earning periodic investment income may be 
secondary to growing their investment values over time. Therefore, investors may refer to value-based investment metrics 
such as P/E ratio more often than earnings yield when making stock investments. An overvalued investment can lower 
earnings yield and, conversely, an undervalued investment can raise earnings yield. This is because the higher the stock 
price goes without a comparable rise in earnings, the lower the earnings yield will drop. If the stock price falls, but earnings 
stay the same or rise, the earnings yield will increase. Value investors seek the latter scenario. The ratio of the dividend 
yield to earnings yield shows how much of the earnings are directly distributed. A high ratio of DY to EY indicates that the 
company is distributing a greater chunk of its profits to the shareholders. This is normal in the case of utilities and companies 
in matured sectors where there is no great scope for expansion of markets or for making acquisitions. In such cases, the 
company may choose to reward the shareholders through higher dividend yields. A lower ratio of DY to EY is more common 
among companies that are in the growth stage and will be depending on internal resources to finance their expansion and 
diversification. That has been the case with IT companies where the earnings run into billions of dollars, but the dividend 
yields are quite low. In case when the ratio of DY to EY is low then you need to be clear that the company needs to earn a 
much higher ROE to compensate for the lower dividend payouts (Investopedia online). 
 
Dividends and capital gains are equivalent when an investor considers returns on investment. The only thing that impacts 
the valuation of a company is its earnings, which is a direct result of the company’s investment policy and future prospects 
(Miller & Modigliani, 1961). Accordingly, this study investigated the impact of dividends yield and earnings yield based 
on leverage, as a control variable, on stocks’ prices of the industrial Jordanian companies listed on Amman Stock Exchange 
and investigated this effect in two subsamples by dividing the whole sample into low and high leveraged companies. In this 
section the study objectives were shown, the study scope was determined, and the study hypotheses were built. 
 
1.1 Study objectives 
 
This study aimed at examining the impact of dividends yield and earnings yield based on the leverage ratio, as a control 
variable, on the stock's price of the industrial listed companies on ASE. Dividend yield enhances the investors’ satisfaction, 
and earnings yield refers to the companies’ ability in realizing earnings. These two issues are very important to the 
companies' continuity and investors' attraction. Therefore, the research problem can be expressed by the following major 
question: 
 
What is the effect of DY and EY, based on LVRG, on SP? 
 
1.2 Study scope 
 
This study examined the impact of dividends yield and earnings yield based on leverage, as a control variable, in the 
Industrial Jordanian companies listed on ASE for the period (2011-2017). The companies that were selected in the sample 
had full disclosure for each year. Some companies were removed from the sample because of the non-availability of the 
data within the study period. As a result, the study sample consisted of 46 industrial Jordanian companies listed on ASE.  
 
The study variables were: 
 

a. stock's price (SP) as a dependent variable 
b. dividends yield (DY), and earnings yield (EY) as independent variables 
c. leverage ratio (LVRG) as a control variable.   
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1.3 Study hypothesis 
 
Depending on the related literature and the purpose of the study the following hypotheses were formed: 
 
H0a: There is no statistically significant impact of dividends yield (DY) and earnings yield (EY) based on leverage 
(LVRG), as a control variable, on stocks’ prices of the industrial Jordanian companies listed on ASE . 

H0b: There is no statistically significant impact of dividends yield (DY) and earnings yield (EY) on stocks’ prices of the 
low leveraged industrial Jordanian companies listed on ASE. 
 
H0c: There is no statistically significant impact of dividends yield (DY) and earnings yield (EY) on stocks’ prices of the 
high leveraged industrial Jordanian companies listed on ASE. 
  
2. Theoretical framework and literature review  
 
2.1 Theoretical framework  
 
Dividends and earnings are two important issues in the companies’ success and attracting investments. Dividends follow 
earnings realization. However, this a relationship is not systematically adopted. It is expected that the relationship between 
earnings and stock’s price is positive, while the relationship between dividends and stock’s price depends on the risky level 
accepted by investors. A firm's Profitability is affected by debt financing; this effect may differ from firm to firm, and 
therefore, differs on its stocks’ prices. The following theories investigate the relationship between earnings and dividends 
from one side and stocks’ prices from the other side based on LVRG. 
 
2.1.1 Dividends Irrelevance Theory 
 
Miller and Modigliani (1961) concluded that investors do not need to concern themselves with a company's dividends policy 
since they have the option to sell a portion of their equities’ portfolio if they want cash. The theory indicates that a company’s 
declaration and payment of dividends should have no impact on stock’s price. If this theory holds true, it will mean that 
dividends do not add value to a company’s stock’s price. 
 
2.1.2 ‘Bird in the hand’ theory of dividends policy 
 
Essentially, investors are risk-averse and therefore prefer current from future dividends. According to Sealey (1969), 
shareholders are willing to pay a premium for a stock that offers higher dividend rates compared with others that offer lower 
dividend rates. Lintner (1962) and Gordon (1963) believe that risk-averse shareholders prefer cash dividend payments rather 
than future capital gains. Shareholders consider cash dividends to be more certain than future capital gains, thus a “bird in 
the hand is worth more than two on the bush”. Under conditions of uncertainty, investors tend to discount future dividends 
(capital gains) at a higher rate than they discount current dividends. 
 
2.1.3 Clientele effect theory 
 
The demand and goals of investors explain the movement in a company's stock price according to Clientele effect theory. 
These investors demand come in reaction to a tax, dividend, or other policy changes, which affect the shares’ prices. The 
clientele effect first assumes that specific investors are preliminarily attracted to different company policies and when a 
company's policy alters, they will adjust their stock holdings accordingly. As a result of this adjustment, stock prices may 
fluctuate. 
 
2.1.4 Dividend signaling theory 
 
An announcement of an increase in dividend payouts is an indication of a positive future  prospects according to Dividend 
signaling theory. This theory is directly tied to a game theory; managers with good investment potential are more likely to 
signal. Because the dividend signaling theory has been treated skeptically by analysts and investors, there has been regular 
testing of the theory. Studies indicated that dividend signaling does occur. An increase in a company's dividend payouts 
generally refer to the positive future performance of the company's stock, while a decrease in dividend payouts tend to 
accurately portend negative future performance by the company. 
 
2.1.5 Catering dividend theory 
 
This theory emphasis meeting the investor dividends requirements and states that company’s stock price would increase 
with the investors’ dividend requirements. The management would announce dividends if this transaction increases stock’s 
price (Baker & Wurgler, 2004). 
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2.1.6 Life cycle theory of dividends 
 
According to this theory dividend tend to be paid by mature firms, while young ones, generally, face relatively abundant 
investment opportunities with limited resources, so that retention dominates distribution. In addition, growing firms pay no 
dividends whereas old and stable firms pay a significant portion of the retained earnings as dividends. It means that the 
older and stable the firm is, the more it pays dividends (DeAngelo et al., 2006). 
 
2.1.7 Agency theory 
 
Agency theory is a principle that is used to explain and resolve issues in the relationship between business principles and 
their agents. This relationship affects business efficiency. Most commonly, this relationship is the one between shareholders, 
as principals, and company executives, as agents. An agency, in broad terms, is any relationship between two parties in 
which one, the agent, represents the other, the principal, in day-to-day transactions. The principal or principals have hired 
the agent to perform a service on their behalf. 
 
2.2 Literature review  
 
The following studies discussed the impact of DY or and EY and other related variables on SP. 
 
Khan et al. (2011) aimed to explain the effect of dividend policy on Stock Prices. The study sample of 55 companies listed 
on Kuwait Stock Exchange (KSE) -100 Index was selected from 2001 to 2010. Fixed and random effects estimation models 
were applied on panel data to determine the relationship between dividend policy and stock prices. The study found that 
Dividends Yield, Earnings per Share, Return on Equity, and Profit after Tax are positively related to stock prices, while 
Retention Ratio has negative relation with Stock Prices, and significantly explains the variations in the stock market prices. 
These findings further elaborate dividend policy is important as it provides a signal about the success of the company. 
Hashemijoo et al. (2012) examined the relationship between dividend policy and share price volatility with a focus on 
consumer product companies listed on Malaysian stock market. The study sample of 84 companies from 142 consumer 
product companies listed on the main market of Bursa Malaysia was selected. The relationship between share price volatility 
with two main measurements of dividend policy, (dividend yield and dividend payout ratio) was examined by applying 
multiple regression for a period of six years from 2005 to 2010. The study found that there is a significant negative 
relationship between share price volatility with two main measurements of dividend policy which are dividend yield and 
dividend payout ratio. Also, the study found that the dividend yield and size have the most impact on share price volatility 
among predictor variables. Zakaria et al. (2012), examined the impact of dividend policy on the share price volatility of the 
Malaysian listed construction and material companies using the least square regression method after controlling for debt, 
firm size, investment growth, and earnings volatility. The study found only 43.43 percent of the changes in the share prices 
are explained by dividend yield, dividend payout ratio, and investment growth, leverage, and earnings volatility. Dividend 
yield, investment growth, and earnings volatility insignificantly influence the changes in the company's share prices. 
Leverage negatively influences the movement of the share price. Al-Shawawreh (2014) examined the relationship between 
dividend policy and share price volatility. The study sample consists of 53 companies, listed on the main market of ASE, 
were selected for a period of 13 years from 2001 to 2013.  The study found a significant negative relationship between share 
price volatility with dividend payout ratio, and a very weak positive relationship between dividend yield and share price 
volatility. Ahmed (2014) investigated the factors which affect the stock prices of the Textile composite sector of Pakistan 
during the period of 2005 to 2014, The data of 12 textile companies have been used. Advanced econometric techniques 
were used to see the impact of these variables.  The impact of earnings and dividend per share was determined by using the 
Multiple regression model. The study revealed that dividends per share and earnings per share have a positive and significant 
impact on stock prices. The study further found a positive relationship between dividends and earnings per share. 
 
Arslan et al. (2014), analyzed the impact of dividend yield and price-earnings ratio on stock returns of non-financial listed 
firms in Pakistan. The economic behavior of companies has great importance because this behavior influenced the firms’ 
performance. In Pakistan, economic behavior has hardly been explored. The data of 111 non-financial KSE listed firms for 
a period of 1998 to 2009 have been used. The advanced econometrics techniques were employed for analysis and 
determining the relationship of these variables. The impact of dividend yield and price-earnings ratio on stock returns was 
determined by using the fixed effect model. The study found a significant negative relationship between dividend yield and 
stock prices. Ordu et al. (2014), discussed the effect of dividend payment on the market prices of shares in Nigeria of 17 
quoted firms using time series on dividend per share, dividend yield, and dividend payout ratio that ranges between 2000 
and 2011. The model specification for the analysis of data is ordinary least squares techniques applied as panel estimation. 
The dividend payment, dividend per share, dividend yield, dividend payout ratio, and earning per share are significant in 
explaining the observed differences in share market prices of quoted firms in Nigeria. Sharif et al. (2015) investigated the 
effect of dividend policy on stock prices. The study analyzed 45 non-financial companies listed on the KSE-100 index that 
have earned profits and paid dividends for a period of twelve-year 2001-2012, and panel data were pooled and analyzed 
using Least squares regression, fixed and random effect tests were run. Random effects results were focused on after 
applying Hausman’s test. The study found that Dividend per Share and Retention Ratio have an insignificant relationship 
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with Share Market Prices. The dividend Payout Ratio has a significant positive relationship with Share Prices.  Earnings 
per Share have a positive significant relation to Stock Prices, and there is a negative significant relationship between Return 
on Equity and Share Prices. Aldaas (2017) investigated the effect of cash dividend distributions on market prices of 
industrial companies listed on ASE. A random sample was selected. The sample consists of (25) industrial companies. 
Using simple and multiple regression analysis, the study found that the changes in dividends were able to explain more than 
the changes in net profit of the changes in the dependent variable (stock price). Memon et al. (2017) examined the impact 
of dividends policy on market prices of firms’ stocks of the nonfinancial sectors in Pakistan during the period from 2006 to 
2015. Using the outcome of fixed effects Regression model exposed that there is a significant negative impact of dividend 
yield and significant positive impact of dividends payout ratio on stocks market prices. The results of control variables 
showed that growth in assets, growth in earnings, growth in sales, and size had a significant positive impact on stock market 
prices while liquidity, leverage, and profit after tax had no significant impact on stock market prices during the study period. 
The study found that the outcomes of this research signify that the dividends policy had a significant impact on the market 
prices of stocks in Pakistan. Bouteska and Regaieg (2017) aimed to examine the relationship between accounting earnings, 
dividends, stock prices, and stock returns for companies listed at the Tunisian stock exchange, using panel data obtained 
from the annual reports and financial statements of 57 Tunisian companies over the period 2005-2015. The empirical results 
indicated a significant value relevance of accounting earnings and dividends reported by Tunisian companies. The findings 
from the study revealed that shareholders pay special attention to the impact of dividend and dividend yield in their 
investment decision. Moreover, investors should consider informative earnings numbers as investment criteria as well as 
many other factors.  
 
Ahmad et al. (2018), aimed to examine the effect of dividend policy on the stock price volatility of firms listed in the 
Amman Stock Exchange. The data applied for the study consisted of 228 firms listed on the Amman Stock Exchange from 
the period 2010 to 2016 which made up 1596 firm-year observations. The findings showed that both main variables of 
dividend policy (dividend yield and dividend payout) have a negative significant relationship with stock price volatility. 
This implies that the higher the dividend yield and dividend payout of the firms, the lower the stock price volatility which 
leads to more stability of the stock price. It is suggested that firms in the Amman Stock Exchange should maintain a dividend 
policy that fits into the existing and prospecting investors. Nguyen, et al. (2019), Taking the initiative of the debatable 
relationship between dividend policy and share price volatility and addressing the limitation of a statistical model of the 
previous papers in the context of Vietnam. A sample of 141 listed non-finance companies in the Ho Chi Minh Stock 
Exchange from 2011 to 2016 was employed. The paper revealed that the dividend yield has a statistically significant 
negative impact on share price volatility. Hunjra et al. (2020) investigated the stock prices function in the case of Pakistan. 
The paper used OLS for empirical analysis. The dividend yield is inversely related to stock prices. The volatility in stock 
prices is one of the most discussed topics in finance. Many studies have been conducted to find the factors which cause 
fluctuation in stock prices and different results have been found. In this study an attempt has been made to see the effect of 
dividend yield, dividend payout ratio, return on equity, earning per share, and profit after tax on stock prices in Pakistan. 
For this purpose, four non-financial sectors (Sugar, Chemical, Food and personal care, Energy) have been selected. A sample 
of 63 companies listed at the Karachi stock exchange was analyzed for the period of 2006-2011. The ordinary least square 
regression model has been applied to panel data. The results indicated dividend yield and dividend payout ratio which are 
both measures of dividend policy have a significant impact on the stock price. The dividend yield is negatively related to 
stock price and the dividend payout ratio is positively related to stock price, which means that these results are against 
dividend irrelevance theory. Others examined the continual impact of profitability indicators on stock market prices of listed 
industrial companies in Jordan, during the period from 2012 to 2016. The analysis showed that investors in ASE were 
affected by EY in two Years, the year of earnings realization, and the following year, while they are affected by DY in the 
following three years of earnings realization. 
 
3. Methodology  
 
This section includes population, sample, and data collection. It defines the variables, designs the study model, and discusses 
the research methodology.  

 
3.1 Population, Sample, and Data Collection 
 
The study population consists of all the industrial publicly held Jordanian companies listed on ASE for the period 2011-
2017. The study sample includes (46) companies in which the required data are available within the study period. The data 
industrial sector sample was collected from the company guide of ASE, annual financial statements, and publications 
(financial position, financial ratios, and relevant information) which relate to the study topic were used. Moreover, other 
secondary data were collected from books, the internet, and previous articles.   
 
3.2 Variables Definitions 
 
This study investigated the impact of dividends yield and earnings yield on the industrial firms’ stocks’ prices based on 
LVRG, as a control variable, in ASE. Therefore, the study variables are as follows: 
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3.2.1 Dependent Variable 
 
Stock price: Is the price of one share in several salable shares of a company or derivative or other financial assets. Therefore, 
it can be said that the share price is the highest amount a person wants to receive for selling the stock, or the lowest amount 
that it can be bought for. In this study, it is the closing price of the company's stock on the closing trading date in a specific 
year (Iqbal, et al., 2016). 
 
3.2.2 Independent Variables 
     
The study's independent variables are dividends yield and earnings yield. 
 
3.2.2.1 Dividends Yield  
 
This is the yearly dividend per share, divided by the closing price per share. It is also the company's total annual dividend 
payments divided by its market capitalization, assuming that number of shares is constant. It is often expressed as a 
percentage. This ratio shows the return that stockholders obtain for their investments in the company by declaring dividends. 
The dividend yield is quoted as a percentage rather than a dollar amount. Dividend yield could be expressed by the following 
equation:   

 
      𝐷𝑌 =  
 
where: 𝐷𝑌  is the dividends yield for 𝑖  cross-sectional company during year t 

 𝑑𝑖𝑣  represent the dividend per share for 𝑖  cross-sectional company during year t 
 𝑆𝑃  represents the stock price for 𝑖  cross-sectional company during year t. 

 
3.2.2.2 Earnings Yield 
 
This is the yearly earnings per share divided by the closing stock’s price at the end of the year. It shows the percentage of 
each monetary unit invested in the shares acquired by the company. The related literature found a positive relationship 
between earnings yield and stock price. Earnings yield could be expressed by the following equation: 

 
      𝐸𝑌 =  
 
where: 𝐸𝑌  is the Earnings Yield for 𝑖  cross-sectional company during year t 

 𝐸𝑃𝑆 : represents the Earning Per Share for 𝑖  cross-sectional company during year t 
  
3.2.3 Control Variable 
        
Leverage ratio: evaluates a company’s debt levels with respect to total assets or equity. In this study, total assets will be 
used as a base to calculate LVRG ratio. The sample will be split into two groups of leverage level depending on the median 
of leverage ratio which equals to 0.31. If the LVRG ratio is ≤ 0.31 the company will get 0 value, and considered to be low 
leveraged firm, but if leverage ratio is > 0.31 the company is considered as a high leveraged firm and is given a value of 1. 
Leverage ratio could be expressed by the following equation: 
 
    𝐿𝑉𝑅𝐺 =  
 
where: 𝐿𝑉𝑅𝐺  is the Leverage ratio for 𝑖  cross-sectional company during year t 
 𝑇𝐷 : represents the Total Debt “Total Liabilities” for 𝑖  cross sectional company during year 𝑡 
  𝑇𝐴 : represents the Total Assets for 𝑖  cross-sectional company during year t. 

 
3.3 Research Methodology   
 
To examine the study hypotheses as stated previously, an aggregation of panel data was constructed from the financial data 
posted in ASE. In considering the dividends yield and earnings yield, it was noticed that many firms incurred losses in some 
years so, they were not being able to distribute dividends, and even those who pay dividends they did not continuously do 
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so. Panel data methodology has been used to examine the impact of earnings yield and dividends yield on stock’s price 
using LVRG as a control variable. To test the study hypotheses multiple regression analyses were run, the following multiple  
regression model was built first for the whole sample and then for the two subsamples, (low and high leveraged companies): 
 𝑆𝑃 = 𝛽 + 𝛽 𝐷𝑌 + 𝛽 𝐸𝑌 +𝛽 𝐿𝑉𝑅𝐺 + 𝜇𝑡 
 
where:  𝜇𝑡: represent the Residual error in the equation. 

   
3.4 The study model 
   
Fig. 1 shows the structure of the proposed study of this paper.  
  

 Independent Variables  Dependent Variable  
 Dividends Yield   

Stock’s Price  
 Earnings Yield   
     
 Control Variable Leverage   
     

Fig. The proposed study 
 
4. Results and Discussions 

 
4.1 Descriptive Statistics 

 
The study variables’ descriptive statistics (mean, median, standard deviation, variance, minimum, and maximum) are shown 
in Table 1. The average stock’s price for the whole industrial sector listed companies during the seven-year study period 
(2011-2017) is 2.54, which means that on average the stock’s price equals more than two and half times of the stock par 
value. The SP median is 1.48, which means that the number of industrial companies above the mean is lower than the 
number of industrial companies below the mean. The stock’s price standard deviation is 4.80, which refers to the differences 
between stocks’ prices. The highest value of stock’s price is 46.51 and the lowest value is 0.13 during the study period. This 
huge gap between the highest and lowest value of a stock's price explains the high standard deviation result. 
 
Table 1  
Variables Descriptive Statistic 

  SP DY EY LVRG 
Mean 2.54 0.03 -0.01 0.34 
Median 1.48 0 0.04 0.31 
Std. Deviation 4.8 0.03 0.16 0.2 
Variance 23.03 0.01 0.03 0.04 
Minimum 0.13 0 -0.83 0 
Maximum 46.51 0.15 0.58 1.2 

 
The mean value of dividends yield is 0.03, which seems to be a low shareholders' return on their investments. The standard 
deviation is 0.03, this result indicates similar companies distributed dividends. The highest dividends yield is 0.15 and the 
lowest shows no dividends distribution. The mean value of earnings yield is -0.01. This result shows that on average 
industrial Jordanian companies realized losses within the study period, 2011 to 2017, with a standard deviation of 0.16, 
which indicates some similarity in the industrial companies’ earnings. The EY median is 0.04, which means that the number 
of industrial companies above the mean is higher than the number of industrial companies below the mean. The highest 
earnings yield is 0.58 and the lowest is -0.83. The mean value of leverage ratio is 0.34, which means that on average the 
industrial Jordanian companies' total debt equals about one-third of their total assets, with a standard deviation of 0.20. The 
highest leverage ratio is 1.20, this ratio means that total debt is higher than total assets, and may be abnormal, which refers 
to a very bad financial position of a company. The lowest leverage ratio is 0.00 indicating no debt for the company. 
 
4.2 Correlation Matrix 

 
Table 2 shows the study variables correlation coefficients matrix for the dependent and independent variables. Table 2 
shows a statistically significant positive relationship between each dividend yield and earnings yield (0.42, 0.38 
respectively) with stock’s price, which means that an increase in dividends yield and/or earnings yield will increase stock’s 
price. Table 2 also, shows a statistically significant negative relationship between leverage with each of stock’s price, 
dividend yield, and earnings yield. This means that an increase in leverage ratio will result in a decrease in each stock’s 
price, dividends yield, and earnings yield. This result shows that leverage represents the load on the company's resources. 
The relationship coefficient between DY and EY is 0.55 which is statistically significant. This means that an increase in EY 
will result in an increase in DY.  
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Table 2   
Study Variables Spearman Correlation Coefficients 

 SP DY EY LVRG 
SP 1.00    
DY 0.42* 1.00   
EY 0.38* 0.55* 1.00  
LVRG -0.23* -0.38* -0.21* 1.00 

   
4.3 Regression Analysis 

 
This section provides the regression results of the panel data analysis. The results show the impact of DY and EY based on 
LVRG, as a control variable, on SP for the whole sample, the low leveraged sample companies, and the high leveraged 
sample companies.  

 
4.3.1 The effect of DY and EY, with LVRG as a control variable, on SP for the whole sample 

 
Table 3 shows the regression results for the whole sample with DY and EY as independent variables and SP as a dependent 
variable, treating LVRG as a control variable. The results show that F value is significant at 1% level which indicates that 
the model is appropriate and statistically significant to analyze the effects of DY and EY, based on LVRG as a control 
variable, on SP. The t values of the effects of DY and EY on SP are insignificant at the 5% significance level. This result 
might be different from results of previous studies such as (Khan et al., 2011; Zuriawati Zakaria et al., 2012) because of 
different environments and/or periods. 

  
Table 3 
The effects of DY and EY with LVRG, as a control variable, on SP for the whole sample  

variables Coefficients Std. Err. t value P value 
Constant 1.78 0.64 2.78 0.00 
DY -0.01 0.06 -0.21 0.83 
EY 1.37 1.08 1.28 0.20 
LVRG 2.39 1.75 1.36 0.17 
F value  0.00 𝐴𝑑𝑗𝑢𝑠𝑡𝑒𝑑 𝑅  0.014 

 
The adjusted 𝑅  (0.014) in Table 3 shows that the variation in DY and EY, with the control variable LVRG, interprets 1.4% 
of the variation in SP. Based on these results the first null hypothesis is accepted, which means that DY and EY, based on 
LVRG as a control variable, does not affect SP at 5% significant level in the Jordanian industrial firms. 
 
4.3.2 Leverage level  
 
In this section, the sample companies were split, based on the leverage ratio, into two equal groups: 
 
a.   low leveraged companies, defined as each company that had leverage ratio less than the median (0.31) gets 0 value.  
b. high leveraged companies, defined as each company that had leverage ratio equal or more than the median (0.31) gets a 

value of 1. 
 
The regression results for the low leveraged companies in Table 4, show insignificant effects of DY and EY, with LVRG 
as a control variable, on SP. This insignificant result may be caused by the low level of out financing, as an additional 
control side. F value is significant at the 5% significance level, which means that this model is appropriate to analyze the 
impact of DY and EY on SP, based on LVRG as a control variable,  

 
Table 4 
The effects of DY and EY with LVRG, as a control variable, on SP for the low-leveraged companies 

Variables Coefficients Std. Err. t value P value 
Constant 3.75 1.27 2.95 0.00 
DY 0.19 0.14 1.35 0.18 
EY 4.44 3.69 1.20 0.23 
LVRG -8.91 5.29 -1.68 0.10 
F value                                                                                                            0.03     𝑅  0.065 

 
The low leveraged group coefficient of determination is 0.065, which means that the change in DY and EY, with LVRG as 
a control variable, in the low leveraged companies, interprets 6.5% of the variation in SP. Based on these results the second 
null hypothesis is accepted, which means that DY and EY, with LVRG as a control variable, in the low leveraged companies 
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of the Jordanian industrial firms does not affect SP at 5% significance level. F value of the high leveraged Jordanian 
industrial companies’ regression analysis, in Table 5, is significant at the 1% significance level, which means that this model 
is appropriate to analyze the impact of DY and EY, with LVRG as a control variable, on SP. The regression results, in table 
5.2.2, of the high leveraged Jordanian industrial companies, show a positive significant effect of DY (t value 4.08 is 
significant at the 1% significance level) on SP, and an insignificant effect of EY on SP. 
  
Table 5 
The effect of DY and EY with LVRG, as a control variable, on SP for the high-leveraged companies 

Variables Coefficients Std. Err. t value P value 
Constant 3.83 1.03 3.71 0.00 
DY 0.51 0.13 4.08 0.00 
EY 0.02 1.92 0.01 0.99 
LVRG -2.54 2.01 -2.54 0.01 
F value  0.00 𝑅  0.163 

 
The high leveraged group coefficient of determination is 0.163, which means that the change in DY and EY with LVRG, 
as a control variable, in the high leveraged Jordanian industrial companies, interprets 16.3% of the variation in SP. The 
coefficient of determination increases to 16.3% in the high leveraged group, from 1.4% in the whole sample. It seems that 
the high leverage level, which refers to additional control from creditors, improves the interpretation ability of the changes 
in DY and EY with LVRG, as a control variable, in explaining the changes in SP. Based on the regression results the third 
alternative hypothesis is accepted for DY, which means that DY affects positively SP at the 1% significance level. However, 
the null hypothesis is accepted for EY, which means that EY does not affect SP at the 5% significance level. 
 
6. Conclusions 
 
 
This study investigates the impact of dividends yield and earnings yield, based on LVRG as a control variable, on the stock’s 
price of the Jordanian Industrial listed companies in (ASE) using panel data analysis techniques for the period from 2011-
2017. The multiple regression results of this study supported the first and the second null hypotheses that there is no 
statistically significant impact of dividend yield and earnings yield, based on LVRG as a control variable, on stock’s price 
in the whole sample and low leveraged Jordanian industrial companies. However, the results for the high leveraged 
Jordanian industrial companies showed that there is a statistically significant impact of dividend yield, based on LVRG as 
a control variable, on stock’s price. This result may indicate that creditors add additional control. The EY, based on LVRG 
as a control variable, does not have a significant impact on stock’s price at 5% significance level in the high leveraged 
Jordanian industrial companies. The coefficient of determination increases for the high leveraged company’s model.  
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