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Abstract

To make investment decision in securities the investor relies upon the financial ratios
and indexes analysis, to find out whether there is a relationship between the result of firm
activity, its financial standing and the market price of its shares in stock exchange, as the
stocks market prices are affected by many financial variables. The present study is an
attempt to determine the most important financial indicators that affect the market value of
listed shares in Dubai Financial Market. We used multi-linear regression model on a
sample of 10 firms form five sectors: banks, real estates, insurance, investment and goods
sectors. In order to build a quantitative model that interprets the stock price, we used a set
of financial ratios and indexes relevant to the share. To accomplish this objective, we chose
four financial ratios: share profitability, turnover rate of the outstanding stocks, book value
per share and the return on equity. In this study, we found several quantitative models for
each sector which includes certain financial indicators that the investor can rely on to make
an investment decision and there is a significant relationship between the independent
variables and the share market price. Furthermore the study concluded that the profitability
of the book value per are the most important factors affecting the share market price in
Financial Market Dubai

Keywords: financial ratios, stock prices, investment decision, behavioral biases,
rationality, investor behavior, Herd behavior, Dubai Financial Market.
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Dependent Variable: P
Method: Least Squares
Date: O03/18/14 Time: 21:00
Sample: 200512 2009:12
Included cbservations: 49
WVariable Coefficient Std. Error t-Statistic Prob.
DWVPS -1.373761 0.441739 -3.109895 0.0033
ErPs 2.193784 0.314718 5.9706833 0.0000
ROE -0.111381 0.214435 -0.519417 0.86061
TR 0.170519 0.080844 2.109249 0.0406
(=) 2.205573 O.415121 5.213090 0.0000
R-squared 0.549550 Mean dependent var 1.104228
Adjusted R-squared 0.508599 S.D. dependent var 0.204872
S E. of regression 0.143615 Akaike info criterion -0.9246910
Sum squared resid 0.907512 Schwarz criterion -0.753868
Log likelihood 28. 19931 F-statistic 13. 42000
Durbin-VWatson stat o.g968321 Prob(F-statistic) O.000000
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Dependent Variable: P
Method: Least Squares
Date: 03/18/14 Time: 22:28
Sample: 2005:12 2009:12
Included observations: 49
Variable Coefficient Std. Error t-Statistic Prob.
EPS 2.159241 0.305105 7.077034 0.0000
TR 0.154349 0.074001 2.085762 0.0427
DWVPS -1.430046 0.424753 -3.366767 0.0016
C 2.355196 0.296476 7.943978 0.0000
R-squared 0.546788 Mean dependent var 1.104238
Adjusted R-squared 0.516573 S.D. dependent var 0.204872
S.E. of regression 0.142445 Akaike info criterion -0.981614
Sum squared resid 0.913076 Schwarz criterion -0.827180
Log likelihood 28.04954 F-statistic 18.09706
Durbin-VWatson stat 0.971318 Prob(F-statistic) 0.000000
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Breusch-Godfrey Serial Correlation LM Test:
F-statistic 11. 91724 Probability . 001240
Obhs"R-squared 10.44302 FProbability o.001231
Test Equation:
Dependent Variable: RESID
Method: Least Squares
Date: O3/18/14 Time: 22:43
Presample missing value lagged residuals set to zero.
“Wariable Coefficient Std. Error t-Statistic Prob.
ErRPsS -0.114549 0.275709 -0.415471 o.e798
TR -0.074624 0.0692816 -1.068859 0.2910
DWVFPsS 0.082843 0.381795 0.2168983 0.8292
= 0. 191756 oO.271702 -0O.FO5757 0. 4841
RESID{-1) 0.545510 o. 158021 3.452135 0.0012
R-squared 0.213123 Mean dependaent var 3. A4ZE-16
Adjusted R-squared O. 141588 S . D. dependent var O 137922
S E. of regression 0.127785 Akaike info criterion -1.180481
Sum squared resid 0. 718479 Schwarz criterion -0. 987438
Log likelihood 22.92177 F-statistic 2979309
Durbin-VWatson stat 1.893562 Prob({F-statistic) o.0Z29172
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Dependent Wariable: P
Method: Least Squares

Date: O03/29/14 Time: 23:34
Sample(adjusted): Z2005:12 2008:11

Included cbservations: 36 after adjusting endpoints

Variable

Coefficient

Std. Error

t-Statistic

Prob.

Ers
BWPS
ROE
TR
<

2.406053
-4.238211
0.224483
-0.204346
4.080066

0.597127
0.517755
0.096390
o. 122189
0.447486

4. 029380
-8.185750
2.328908
-1.6872375
Q.117747

0003
0000
ozes
1045
0000

00000

R-squared
Adjusted R-squared
S. E. of regression
Sum sqguared resid
Log likelihood
Durbin-VWatson stat

895453
8568157
155416
TABTT4
18.62929
0.565157

0000

Mean dependent var
S . D. dependent var
Akaike info criterion
Schwarz criterion

F-statistic

Prob({F-statistic)

0.967347
0.265042
-0. 757183
-0.537249
17.69764
O.000000
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Dependent VWariable: P
Method: Least Squares

Date: O3/29/14 Time: 23:35
Sample(adjusted): 200512 2008:11

Included observations: 36 after adjusting endpoints

Wariable Coefficient Std. Error -Statistic Prolb.

EPS 2.733991 0.5792631 4. 7168781 0.0000

BWVPS -4 255753 0.531983 -7.999788 o.0000

ROE 0.267076 0.095538 2.795475 0.0087

L 4. 341655 0.430868 10.07652 o.0000

R-squared 0.667977T Mean dependent var 0.987347
Adjusted R-squared 0.636850 S.D. dependent var 00265042
S.E. of regression 0.159719 Akaike info criterion -0. 726358
Sum squared resid 0.816328 Schwarz criterion -0.550412

Log likelihood
Durbin-\WWatson stat

F-statistic

Prob(F-statistic)

21.45959
0.000000
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Breusch-Godfrey Serial Correlation LM Test:

45. 73172
21.64293

F-statistic
Obs"R-squared

Probability
FProbability

0.000000
0.000003

Test Equation:

Dependent Variable: RESID
Method: Least Squares
Date: O03/29/14 Time: 23:36

Presample missing value lagged residuals set to zero.

Wariable Coefficient

Ers -O. 308218
BWFPS -0.048555
ROE -0.098629

La -0.091034
RESID{(-1) O 862745

R-squared oO.s01192
Adjusted R-squared 0.549733
S. E. of regression 0.102479
Sum sqquared resid 0o.325558
Log likelihood 3I3.62142
Durbin-WWatson stat 1.870881

Std. Error t-Statistic Prob.
O.374624 -0.822739 04169
0.2341403 -0.142223 0.88738
0062974 -1.566175 0.1275
02767 r3 -0.228913 O. 74444
o. 126205 6. 8268060 0.0000
Mean dependent var 1.88E-16
S.D. dependent var 0.152721
Akaike info criterion -1.590079
Schwar= criterion -1.370146

F-statistic
Prob({F-statistic)
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Dependent VWariable: P
Method: Least Squares
Date: 03/29/14 Time: 23:23
Sample: 2005:12 2009:12
Included observations: 49
Variable Coefficient Std. Error t-Statistic Probk.
BVPS 1.545363 0.219538 7.039158 0.0000
ErPS -0.055049 0.051577 -1.067329 0.2916
ROE 0.297830 0.117394 2537011 0.0148
™R -0.006160 0.018661 -0.330123 0.7429
C 0.143276 0.270414 0.529840 0.5989
R-squared 0.854411 Mean dependent var 0.859845
Adjusted R-squared 0.841175 S.D. dependent var 0.261786
S.E. of regression 0.104329 Akaike info criterion -1.586079
Sum squared resid 0.478922 Schwarz criterion -1.393036
Log likelihocod 43.85894 F-statistic 64.55502
Durbin-VWatson stat 1.254677 Prob(F-statistic) a.000000
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Dependent Variable: P
Method: Least Squares
Date: 03/29/14 Time: 23:
Sample: 2005:12 2009:12
Included observations: 49

24

‘ariable Coefficient Std. Error t-Statistic Prob.

BWPFS 1.907658 D.176530 10.80640 0.0000

EFPS -0.115289 0.048473 -2.378440 0.0217

TR -0.013032 0.019547 -0.666695 0.5084

C -0.487806 0.112275 -4.344728 0.0001

R-squared 0.833114 Mean dependent var 0.859845
Adjusted R-squared 0.821988 S.D. dependent var 0.261786
S.E. of regression 0.110452 Akaike info criterion -1.490371
Sum squared resid 0.548980 Schwarz criterion -1.335937
Log likelihood 40.51410 F-statistic 74.88150
Durbin-\Watson stat 1194171 Prob(F-statistic) 0.000000
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Dependent Variable: P
Method: Least Squares
Date: 03/29/14 Time: 23:25
Sample: 2005:12 2009:12
Included observations: 49
Variable Coefficient Std. Error t-Statistic Prob.
BWVPS 1.962227 0.155461 12.62195 0.0000
EPS -0.125846 0.045536 -2.763668 0.0082
C -0.484972 0.111515 -4.348927 0.0001
R-squared 0.831465 Mean dependent var 0.859845
Adjusted R-squared 0.824138 S.D. dependent var 0.261786
S_E. of regression 0.109783 Akaike info criterion -1.521359
Sum squared resid 0.554402 Schwarz criterion -1.405533
Log likelihood 40.27329 F-statistic 113.4703
Durbin-Watson stat 1.274884 Prob(F-statistic) 0.000000
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Breusch-Godfrey Serial Correlation LM Test:

O.0206866
o.018435

5. 753081
5.55432362

Probakbkility
Probability

F-statistic
Obhs"R-sguared

Test Equation:

Dependent Wariable: RESID

Method: Least Squares

Date: O3/29/14 Time: 23:25

Presample missing value lagged residuals set to zero.

Wariable Coefficient Std. Error t-Statistic Prok.
BwWPS -0.002152 0.148006 -0.014537 0.2885
ErPS -0.012041 0.043641 -0.275910 0.7839
L) -0.001173 0.106166 -0.011051 0.29912
RESID(-1) 0.343172 0.143074 2. 398558 0.0207
R-squared 0.113354 Mean dependent var o.06E-18
Adjusted R-squared 0.054245 S.D. dependent var O.10747 1
S E. of regression 0.104516 Akaike info criterion -1. 6800852
Sum squared resid 0.491558 Schwarz criterion -1.446418

1.917694
0140266

F-statistic
Prob{F-statistic)

43.22088

Log likelihood
1.961624

Durbin-Watson stat
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Dependent Variable: P
Method: Least Squares
Date: 03/29/14 Time: 22:57
Sample: 2005:12 2009:12
Included observations: 49
“Wariable Coefficient Std. Error t-Statistic Prob.
EPS 1.547642 0.198028 7.815269 0.0000
ROE 0.562898 1.473585 0.381992 0.7043
TR 0.219098 0.100751 2.174643 0.0351
BVPS -0.853981 0.480920 -1.775725 0.0827
c 1.549003 0.199450 7. 7686373 0.0000
R-sqgquared 0.6849115 Mean dependent var 0.609759
Adjusted R-squared 0617216 S.D. dependent var 0.340270
S.E. of regression 0.210524 Akaike info criterion -0.181987
Sum squared resid 1.950088 Schwarz criterion 0.011056
Log likelihood 9.458687 F-statistic 20.34927
Durbin-Watson stat 0.539755 Prokb{F-statistic) 0.000000
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Dependent Variable: P
Method: Least Squares
Date: 03/29/14 Time: 22:58
Sample: 2005:12 2009:12
Included observations: 49
Variable Coefficient Std. Error t-Statistic Prob.
EPS 1.559469 0.193728 8.049785 0.0000
TR 0.226729 0.097809 2.318078 0.0250
BWVPS -0.793295 0.449593 -1.764472 0.0844
C 1.550387 0.197516 7.849444 0.0000
R-squared 0.647951 Mean dependent var 0.609759
Adjusted R-squared 0.624481 S.D. dependent var 0.340270
S.E. of regression 0.208516 Akaike info criterion -0.219493
Sum squared resid 1.956555 Schwarz criterion -0.065058
Log likelihood 9.377571 F-statistic 27.60771
Durbin-VWatson stat 0.555886 Prob{F-statistic) 0.000000
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Breusch-Godfrey Serial Correlation LM Test:

F-statistic 38.11920 Probability 0.000000
Obs*"R-sguared 22.74548 Probability o.000002

Test Equation:

Dependent Variable: RESID

Method: Least Squares

Date: 03/29/14 Time: 22:59

Presample missing value lagged residuals set to zero.

VWariable Coefficient Std. Error t-Statistic FProb.
EFPS -0.115851 O. 144631 -0.801011 0.4274
TR -0.035588 D.072633 -0.489974 0.6266
BvPS -0.069480 0.3330086 -0.208645 0.8357
L= -0.046164 0. 1468404 -0.315317 0.7540
RESID(-1) 0.697937 0.113043 6.174075 0.0000
R-squared 0. 464194 Mean dependent var -1.17E-16
Adjusted R-squared O.415484 S.D. dependent var 0.201895
S.E. of regression 0.154356 Akaike info criterion -0.802659
Sum squared resid 1.048335 Schwarz criterion -0.609616
Log likelihood 24.66514 F-statistic 2.529800
Durbin-Watson stat 1.818789 FProb(F-statistic) o.000012
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Dependent Variable: P
Method: Least Squares
Date: 03/29/14 Time: 23:39
Sample: 2005:12 2009:12
Included observations: 49
Variable Coefficient Std. Error t-Statistic Probk.
EPS 0.400413 0.362866 1.103474 0.2758
BVPS 1.379165 0.427287 3.227729 0.0024
ROE -0.070489 D0.079639 -0.885101 0.3809
TR -0.005585 0.008044 -0.694314 0.4911
C -0.399391 0.466645 -0.855879 0.3967
R-squared 0.836587 Mean dependent var 0.985294
Adjusted R-squared 0.821732 S.D. dependent var 0.358324
S_E. of regression 0.151291 Akaike info criterion -0.842772
Sum squared resid 1.007115 Schwarz criterion -0.6849729
Log likelihood 25.64792 F-statistic 56.31426
Durbin-\Watson stat 0. 777339 Prob({F-statistic) 0.000000
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Dependent Variable: P
Method: Least Squares
Date: 03/29/14 Time: 23:42
Sample: 2005:12 2009:12
Included observations: 49

Variable Coefficient Std. Error t-Statistic Prob.
EPS 0.682682 0.097161 7.026301 0.0000
BVPS 1.104446 0.022774 48.49591 0.0000
R-squared 0.831042 Mean dependent var 0.985294
Adjusted R-squared 0.827448 S.D. dependent var 0.358324
S.E. of regression 0.148846 Akaike info criterion -0.931852
Sum squared resid 1.041288 Schwarz criterion -0.854635
Log likelihood 24.83037 Durbin-Watson stat 0.752491
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Breusch-Godfrey Serial Correlation LM Test:

F-statistic 22.32885 Probability 0.000022
Obs"R-squared 16.01201 Probability 0.000063

Test Equation:

Dependent Wariable: RESID

Method: Least Squares

Date: 03/29/14 Time: 23:42

Presample missing value lagged residuals set to zero.

“ariable Coefficient Std. Error t-Statistic Prob.
ErPS -0.031079 0.080850 -0.384406 0.7024
BWPS -0.002353 0.018895 -0.124553 0.2014
RESID(-1) 0.573840 0.121439 4. 725342 0.0000
R-squared 0.326776 Mean dependent var -0.000544
Adjusted R-squared 0.297505 S.D. dependent var 0.147286
S.E. of regression 0.123448 Akaike info criterion -1.286726
Sum squared resid O.¥O1011 Schwarz criterion -1.170900
Log likelihood 34.52479 Durbin-Watson stat 1.675556
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Correlation Matrix

P EPS TR DVPS

P 1.000000 0.609264 0.179424 0.072242
EPS 0.609264 1.000000 -0.109831 0.596689
TR 0.179424 -0.109831 1.000000 -0.152945

DVPS 0.072242 0.596689 -0.152945 1.000000
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Correlation Matrix

EPS BVPS ROE

EPS 1.000000 0.452662 -0.597836
BVPS 0.452662 1.000000 -0.055629
ROE -0.597836 -0.055629 1.000000
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Correlation Matrix

BVWVFS EFPSsS
BVPS 1.000000 0.690333
EFPsS 0.690333 1.000000
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Correlation Matrix

BVPS EPS TR
BVPS 1.000000 0.346004 0.030251
EPS 0.346004 1.000000 0.203860
TR 0.030251 0.203860 1.000000

EViews5 sla> Y1 mobpdly ahlll lbans e sbazeYU adlal) slie] oo 1 sl
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Correlation Matrix

EPS BVPS
EPS 1.000000 0.952109
BVPS 0.952109 1.000000
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