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Abstract

The aim of this study was to study the relationship between dividend policy and share price volatility in insurance
companies listed in the Amman Stock Exchange. A sample of 20 companies from 23 insurance companies listed in
the Amman Stock Exchange was selected. The current study used two main measurements of dividend policy,
dividend yield, and payout ratio, by applying multiple linear regressions for the period 2008 to 2017. The main
regression model was modified by adding control variables including firm size, earnings volatility, financial leverage
and growth in assets. The study finds a significant negative relationship between share price volatility and dividend
yield and payout ratio. But the most impact variable on share price volatility was dividend yield.
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1. Introduction

One of the most important disputed decisions made by companies is the dividend policy, in addition to its role in
saving money as an alternative of the banking by which companies can find sources for financing their investments
relying on retained earnings which are one of the internals financial sources. This might contradict the process of the
dividend policy which is considered as a very important issue for the investors who believe in less risk (Boca, 2011),
as assumed in Miller and Modigliani's theory (1961) that stated in case of the optimal capital market, the decision of
cash dividend to shareholders and its amount might have no effect on the company value (Miller and Modigliani,
1961), while Boca (2011) indicates that shareholders care about the dividend policy in company which influences the
development of the company and its investments growth.

Consequently, Onofrei (2003) and Toma et al. (2003) illustrate that by adopting a clear policy in the company
concerning the dividend, this will strengthen the investors' trust in the company and achieve their point of view about
the stability of dividends and the capability of the company to do that. This will maintain stability at the share price
in the stock markets. Moreover, Barbutd-Misu (2010) find that dividend policy considered one of the main subjects
for the decision to invest in the company. This is reflected in the price and demand for shares. Additionally, Toma
and Brezeanu (1996) assure that dividend policy is one indicator for the performance in the company in comparison
with other competitive companies and the increase in the share price after announcing the increase in the dividend is
consistent with previous studies (Koch and Sun, 2004; Dhaliwal, Erickson, and Trezevant, 1999; Graham and Kumar,
2006; Dahlquist, Robertsson, and Rydqvist, 2007; Hotchkiss and Lawrence, 2007; and Desai and Jin, 2011).

Lintner (1956) was the first that highlighted the dividend policy by assuring that most administrations avoided
making any modifications in ratios of the dividend which might be changed in the following years. While
Bhattacharya (1979), John and Williams (1985) and Miller and Rock (1985) suggested that the companies used the
changes in the dividend in order to clarify their future attitudes and, accordingly, managers have information about
the dividend more than any outsourced concerning the increase in share price. Based on Arnold (2008) and Lee
(2009), the managers, after payment of the interest and taxes, could distribute the dividend to the shareholder as a
part of the net income, retained earnings or reinvest them in the company to increase the share price.

The announcing of the dividend is considered as a difficult decision that the administration should make because of
its influence on investors and company, and the necessity to coordinate between the distributed and the retained
earnings which are needed to finance the company processes. This conforms to the questions raised by Lintner
(1956):

1- Which better change the current ratio of the dividend or to keep them?

Published by Sciedu Press 75 ISSN 1927-5986  E-ISSN 1927-5994



http://afr.sciedupress.com Accounting and Finance Research \ol. 8, No. 2; 2019

2- Do the shareholders want to gain fixed dividend or dividend related to the earnings?
3- Which kind of dividend policy attracts investors?

The main aim of this study is to study the relationship between dividend policy and share price volatility in insurance
companies listed in the Amman Stock Exchange. By exploring the relationship between dividend policy and share
price volatility, this study expects to help management’s and investor’s in predicting how the share price will act.

The limitations of the study, the study is only conducted on the Jordanian insurance companies listed in the Amman
Stock Exchange for the period 2008-2017

The study is structured as follows: at first, a review of literature about the dividend policy and share prices. The
second part is the theoretical framework and review of related studies. The third part is the methodology used in the
study, methods of data collection, the sample, the model of the study, the method of measuring variables and
statistical analysis. Forth part is for discussion of results and recommendations.

2. Theoretical Part and Related Studies

Dividend policy is considered as a strategic alternative of companies in order to determine the source of finance for
its investment decisions. However, this policy is controlled by some factors such as investors preference, earnings,
opportunities of investment, governmental policies and taxes, so a big number of dividends is regarded as a message
of low risk to other parts. All of these affect the stock exchange in the markets (Gordon, 1963; Baskin, 1989). There
are varied forms of dividend such as cash dividend, distribution of shares, share split and repurchase of stock. Thus,
the important question is about the forms, the amounts of this dividend and its effect on share prices (Baskin, 1989).

There are three schools of thoughts concerning the relationship between the dividend policy and share price
(Damodaran, 2010): The first school maintains that no effect for the dividend policy on the share price and the
company value (Miller and Modigliani, 1961; Black and Scholes, 1974). The second one assumes that the dividend
is bad for shareholders due to tax deprivation that leads to a low value (Brennan, 1970; Litzenberger and
Ramaswamy, 1979). Whilst the third one indicates that the dividend is preferable for shareholders because it
increases their wealth by affecting the share prices (Harkavy, 1953; Gordon, 1963; Ball et al., 1979; Woolridge,
1983). More to add, The Signaling Theories show that the increase in the dividend payouts of the earnings provides a
good sign to the markets about company earnings in the future (Miller and Rock, 1985). These theories are clarified
as follows:

1- Miller and Modigliani's Theory (1961). States that the investors are equal in the dividend and reinvesting the net
profit to perform better growth which leads to an increase of the capital earnings for investors through increasing the
share prices. This theory faced criticism because it assumes that the company is working in a perfect competition;
namely, there is an independence of investment for dividend policy. This is unreal due to the lack of flexibility in the
stock exchange and a shortage of information for all shareholders in the stock market.

2- The Bird in the Hand Theory (Gordon, 1963). Postulates that there are a relationship and an influence of the
dividend on the potential capital gains for the investors. It assumes that there is a stability in the ratio of income on
the investment, the required rate of return, the growth rate of the company, ratios of dividends for the shareholders
and relying on the owners' equity by the company administration to finance its investments.

3- The Theory of the Effect of the Asymmetric Information of the Dividend on Investors (Miller and Modigliani.
1961) which indicates that investors consider any change in the dividend policy as a sign for potential gains for the
company; the higher dividend refers to a positive expectation for the company to achieve future earnings and vice
versa. This theory maintains that changes in the dividend is taken as a signal for the future earnings and offer
information about the company earnings in the future of that might affect negatively or positively the share prices.

4- The Theory of Dividend Policy effect on the company Investors. This theory implies that some investors prefer a
higher rate of dividends while others prefer to retain the earnings and reinvest them in the company. Elton and
Gruber (1970) show that the investors' preferences towards the dividends are varied, also the dividend policy does
not only affect the share price in the stock market but also it includes the company investors.

2.1 Previous Studies

Though the relationship between the dividend policy and the share price volatility is still unsolved, many researchers
all around the world conducted studies to investigate this impact.

Baskin (1989) studied this relationship on a sample of 2344 companies in the United States in the years 1967-1986.
The study revealed a strong negative relationship between dividend yield and share price volatility. Similar results
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were found in Allen and Rachim (1996) in a study on a sample of 176 companies in the Australian Securities
Exchange (ASX) in the period 1972-1985. Hussainey et al. (2011) in the United Kingdom in the years 1998-2007.

In Pakistan, Nazir et al. (2010) study the relationship between dividend policy, dividend payout ratio and share price
volatility, in a sample of 73 companies listed in Karachi Stock Exchange, in the period 2003-2008. The study
revealed a positive relationship between dividend policy and share price volatility, and a negative relationship
between payout ratio and share price volatility. While Shah and Noreen (2016) studied the relationship between
dividend yield, dividend payout ratio and share price volatility in non-financial companies. They found a negative
relationship between the three variables. However, in his study on financial companies, Hamid et al. (2017) found a
positive relationship between dividend payout ratio and share price volatility.

In Jordan, Al-Malkawi (2007), in his study on a sample of 160 companies listed in Amman Stock Exchange in the
period 1989-2000, found the ratio of shares owned by the insiders and state ownership affects widely dividend
payouts. Additionally, the company size, age, and profitability are critical factors to decide dividend policy in Jordan.
Moreover, Al-Shubiri (2011) concluded in his study about the determinations of the dividend in the Jordanian
industrial companies listed in Amman Stock Exchange in the period 2005-2009 that there is an important impact of
financial leverage, institutional ownership, profitability, work risks, assets structure, opportunities of growth and firm
size on dividend policy. Another study conducted by Ramadan (2013) on a sample of 77 Jordanian industrial
companies listed in Amman Stock Exchange in the period 2000-2011 revealed that there was a negative impact of
the dividend yield and dividend payouts on share price volatility. Similarly, Al Qudah and Yusuf (2015) on the
Jordanian companies listed in the Amman Stock Exchange in the period 2001-2011. The study showed a negative
influence of dividend yield and dividend payouts on share price volatility. While another study by Al Abbadi et al.
(2016) on a sample of 40 Jordanian industrial companies listed in Amman Stock Exchange in the period 2010-2014
found that there was an influence of dividend policy on the Jordanian industrial companies' market price.

In Malaysia, Santhi and Sim (2011) studied the main determinations that affected the decision of dividend payouts in
the food industrial companies listed in Bursa Malaysia in the period 2004-2008. They found that most companies
relied on the debt ratio when making a decision of dividends. The study also found that there was a positive
relationship between the current share price and adopting dividend policy. Consequently, Hashemijoo et al. (2012)
studied a sample of 84 consumer products companies listed in Bursa Malaysia in the period 2005-2012. The results
of the study showed a negative impact of dividend payouts and dividend yield on share price volatility.

On the other hand, Zakaria et al. (2012) studied a sample of 77 building companies listed in Bursa Malaysia in the
period 2005-2010. The results showed a positive impact of dividend yield and dividend payouts on share price
volatility. Differently, Sew et al. (2015) studied a sample of 319 companies from different sectors listed in the Kuala
Lumpur Stock Exchange. The study concluded that there was a negative impact of dividend yield and dividend
payouts on share price volatility.

In India, Gupta and Banga (2010) discussed the main factors that affected decision-making concerning dividend
policy; these factors were financial leverage, liquidity, profitability, growth, equity. The financial leverage and
liquidity were the main factors in adopting dividend policy in Indian companies.

In Saudi Arabia, Alzomaia and Al-Khadhiri (2013) study the factors for determining dividends in the non-financial
companies listed in the Saudi Stock Exchange during 2004-2010. The study maintained that these companies relied
on the current and previous earnings for each share to determine dividend policy.

In Nepal, Chhetri (2008) studied the relationship between dividend policy and share price in the companies listed in
Nepal Stock Exchange during 2008-2013. The study found that there was a positive relationship between dividend
policy and share price.

In Iran, Lashgari and Ahmadi (2014) study the relationship between dividend policy and share price volatility in a
sample of 51 companies listed in Tehran Stock Exchange in the period 2007-2012; they concluded that there was a
negative relationship between dividend policy and share price volatility.

Throughout reviewing previous studies, it is noticed that there is no clear evidence concerning the relationship
between dividend policy and share price volatility, so this relationship is still questionable and needs deeper and
wider research. Moreover, there are no studies that specifically dealt with insurance companies listed in the Amman
Stock Exchange. Thus, the researcher considers this study as the first one that has been implemented on the
insurance companies listed in the Amman Stock Exchange.

Published by Sciedu Press 77 ISSN 1927-5986  E-ISSN 1927-5994



http://afr.sciedupress.com Accounting and Finance Research \ol. 8, No. 2; 2019

3. Methodology

3.1 Hypotheses of the Study

Accordingly, the hypothesis of the study is formulated as follows:

The Main Hypothesis:

Ho: There is no significant relationship between dividend policy and share price volatility.
Then, the following sub-hypotheses are derived as follows:

Ho1: There is no significant relationship between the dividend yield and share price volatility.
Hoz: There is no significant relationship between the payout ratio and share price volatility.
3.2 The Population and the Sample of the Study

The population of the study includes all insurance companies listed in the Amman Stock Exchange during the period
2008-2017; they are 23 companies. 20 companies of them were chosen as a sample of the study based on the
following conditions:

1- Availability of all required data to examine the variables.

2- No merger process occurred.

3- The fiscal year ends on the 31% of December.

4- Availability of the financial reports for all companies.

5- The continually of the company listed in the Amman Stock Exchange during the period of testing and analysis.

The data were collected from the annual reports that are announced on the website of the Amman Stock Exchange.
And, the share prices were calculated from the Amman Stock Exchange website.

3.3 The Mathematical Model

In this study, the researcher adopted Baskin's Model (1989) which agrees with many recent studies conducted on this
topic. Hence, the equation of the multiple linear regression for the variables affected share price volatility is as
follows:

SPV=ag+aDY +@PR te .o (1)

Baskin suggested adding the following control variables that affect share price volatility: Firm Size, Earning
Volatility, Financial Leverage, and Growth in assets. The main formula of regression becomes as follows:

SPV=a,+a;DY +a,PR+a;FS+a,EV+asLEV+asGRO+e.......... 2)
Where:
SPV = Share Price Volatility for the fiscal year i for firm j
DY= Dividend Yield for the fiscal year i for firm j
PR = Payout Ratio for the fiscal year i for firm j
FS = Firm Size for the fiscal year i for firm j
EV = Earnings Volatility for the fiscal year i for firm j
LEV = Financial Leverage for the fiscal year i for firm j
GRO = Growth in Total Asset for the fiscal year i for firm j
e = error
3.3.1 Measuring the Model's Variables
Dependent Variable:

To determine SPV, the study adopted Baskin’s model (1989) which agrees with many recent studies conducted on
this topic (Hashemijoo et al., 2012; Sew et al., 2015; and Shah & Noreen, 2016). Hence, the equation will be:
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Hi+Li 2
— )

Spy = 2\/2[(Ht—u)/<

n-1

®)
Where:
Hi = the Highest share price for the fiscal year i for firm j.
Li = the Lowest share price for the fiscal year i for firm j.
i = years of the study from 2008 to 2017
Independent Variables:

The calculation of DY is based on Baskin’s model (1989) which agrees with many recent studies conducted on this
topic (Hussainey et al., 2011; Hashemijoo et al., 2012; Sew et al., 2015; and Shah & Noreen, 2016). Hence, the
equation will be:

DY = Y O e @)

n

Where:
DPSi = Dividend Per Share for the fiscal year i for firm j.
PRICEi = Price Per Share of the common stock for the fiscal year i for firm j.

The calculation of PR is based on Baskin’s model (1989) which agrees with many recent studies conducted on this
topic (Wild et al., 2007; Marshall et al., 2011; Sew et al., 2015; Shah and Noreen, 2016). Hence, the equation will be:

n  DPSi/EPSi

PR = Y B (5)

n

Where

DPSi = Dividends Per Share for the fiscal year i for firm j.

EPSi = Earnings Per Share for the fiscal year i for firm j.

Control Variables:

The calculation of FS is based on Baskin’s model (1989) which agrees with many recent studies conducted on this
topic (Al-Malkawi, 2008; Sew et al. 2015). Hence, the equation will be:

n Mvi

L L )

Where:
MVi = Market Value of the firm for the fiscal year i for firm j.

The calculation of EV is based on Baskin’s model (1989) which agrees with many recent studies conducted on this
topic (Allen and Rachim, 1996; Zakaria et al., 2012; Hashemijoo et al., 2012). Hence, the equation will be:

2 [yn i—RY2
EV = /21%” ........................................................... 7

n
= Ri

n
i=1

Where:
Ri = Ratio of EBIT to Total Assets for the fiscal year i for firm j.
The calculation of LEV is based on Baskin’s model (1989) which agrees with many recent studies conducted on this

topic (Bowman, 1980; Gaver and Gaver, 1993; Peterson, 1999; and Al-Malkawi, 2008). Hence, the equation will be:

LEV= o, B U e (8)

n

Where:
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DEBTI = Total Debt for the fiscal year i for firm j.

EQUITYi = Shareholders’ Equity for the fiscal year i for firm j.

The calculation of GRO is based on Baskin’s model (1989) which agrees with many recent studies conducted on this
topic (Allen and Rachim, 1996; Hashemijoo et al., 2012 and Sew et al., 2015). Hence, the equation will be:

GRO= (B A o e, 9)

=1 AsSETi

Where:

A ASSETi = change in Total Assets for the fiscal year i for firm j.
ASSETi = Total Assets at the beginning of the fiscal year i for firm j.
4. The Statistical Analysis and Discussion of Results

4.1 Descriptive Analysis

Table 1 below illustrates the descriptive analysis for all variables of the study included in the regression model for
the whole sample by which the means and the standard deviations for all variables are calculated.

Table 1. The Statistical Description of Variables

Variable name Mean Standard Deviation
SPV 0.53181 0.74009
DY 0.02045 0.03176
PR 0.34815 0.72818
FS 5.9976 0.38356
EV 0.01963 0.01398
LEV 0.70683 7.15568
GRO 0.02096 0.32328

Based on Table 1, it is noticed that the firm size (FS) has the highest mean which is of 5.9976, whilst the dividend
yield (DY) gets the lowest means with a value of 0.02045. This means that the administrations of the insurance
companies seek for a specific limit of the retained earnings to face any company decline. This agrees with the results
of (Hashemijoo et al., 2012). On the other side, the financial leverage (LEV) has the highest standard deviation
7.155681 while the earning volatility (EV) gets the lowest one of 0.013981.

Relying on the equation of Parkinson (1980) and Baskin (1989) to estimate the standard deviation for the return of
the stock markets through multiplying the SPV (0.53181) by the fixed value (0.6008). The result is 31.95% which is
consistent with (Hashemijoo et al., 2012) that stated that the standard deviation reached 39.6%. However, the result
is less than the results found out in (Zakarai et al., 2012) which reached 56.72% for the constructions and materials
companies in Malaysia, and less than what (Al Qudah and Yusuf, 2015) concluded in their study in which the
standard of deviation was 44.25% for the Jordanian companies during 2001-2011.

4.2 Pearson Correlation Analysis

Table 2 below represents the results of the Pearson Correlation Coefficient to measure any correlation between the
variables of the study at any level during the period of the study.

Table 2. Pearson Correlation between the Variables of the Study

SPV DY PR FS EV LEV GRO
SPV 1
DY -0.27307 1
PR -0.21345 0.55503 1
FS -0.16059 0.27327 0.41379 1
EV 0.14602 -0.28539 -0.20969 -0.163 1
LEV -0.05049 -0.05221 -0.03954 -0.08396 0.10379 1
GRO 0.01971 0.09697 0.04025 0.08762 -0.07552 -0.02633 1
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Table 2 above illustrates a negative correlation between SPV and DY which reached -0.27307. This agrees with
(Baskin, 1989; Hashemijoo et al., 2012). While it is inconsistent with the results found out in Allen & Rachim, (1996)
and Al Qudah & Yusuf (2015). More to add, the table reveals that there is a negative correlation between SPV and
PR out of -0.21345 and this agrees with the studies which assured the negative influence of PR on share price
(Baskin, 1989; Allen & Rachim, 1996; Hashemijoo et al., 2012 and Al Qudah & Yusuf, 2015).

Consequently, Table 2 represents the correlation between the SPV and FS which was also negative with a value of
-0.16059. Similarly, this result conforms to the results in Al Qudah and Yusuf (2015), and Hashemijoo et al. (2012).
The FS correlates positively with other variables. As large companies are usually more various, and the small
companies might have less general information, it is expected that large companies will face fewer risks and
volatility in share prices. Moreover, this result means that large companies tend to show high ratios of earnings.

Table 2 also reveals that there is a positive correlation between SPV and EV which reached 0.14602 and this
conforms to Hashemijoo et al. (2012) and contradicts the results of Al Qudah and Yusuf (2015).

Table 2 also shows a negative correlation between DY and LEV with a value of -0.05221 which indicates that a
company with high financial leverage might have low payouts.

Then, the table 2 also illustrates that there is a negative correlation between the EV and PR which reached -0.20969;
this is inconsistent with the results of Al Qudah and Yusuf (2015) which refers to a reduction in the payouts by the
companies to the shareholders.

Furthermore, table 2 reveals a positive correlation between the DY and PR that reached 0.55503 which means there
are multiple correlations between the DY and PR, and according to Drury (2008) who stated that the problems in
multi-co linear correlation appear when the rate of correlation exceeds 70%. To solve this problem, control variables
were added to the main Multiple Linear Regression to investigate any change in results; this was done in two
procedures: first one, the PR was excluded, and in second one DY was excluded, as well.

4.3 Regression Analysis:
Table 3 below shows the results of the regression equation (1) analysis.
Table 3. The Results of Regression Based on: SPV=a, + ;DY + a,PR + e

Model Coefficients Std. Error t-stat Sig.

(Constant) 0.066 0.006 11.075 0.000
DY -5.206 1.914 -2.719 0.007
PR -0.090 0.083 -1.088 0.277

Notes: implies Significance at level of 5 %; R*=0.0801; Adj.R* =0.07; F-stat. =8.577; F-prob. =0.0002

Table 3 shows the results reveal that there is a strong negative correlation between SPV and DY whilst there is an
insignificant negative correlation between SPV and PR. Thus, the main null hypothesis is not accepted.

Table 4 below presents the results of the regression equation after adding the control variables FS, EV, LEV, and
GRO to the regression equation number (2) as follows:

Table 4. Results of Regression Based on: SPV==3,+a; DY + 8, PR+ a3 FS+ a4, EV + a5 LEV + a3 GRO + ¢

Model Coefficients Std. Error t-stat Sig.

(Constant) 0.154 0.078 1.768 0.000
DY -4.878 0.139 -2.481 0.001
PR -0.054 0.053 -0.616 0.383
FS -0.015 0.291 -1.057 0.002
EV 0.278 0.366 1.025 0.006
LEV -0.079 0.268 -1.110 0.268
GRO 0.121 0.445 0.764 0.445

Notes: implies Significance at level of 5 %; R?=0.97; Adj.R? =0.69; F-stat. =3.463; F-prob. =0.000
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Table 4 shows the existence of the strong negative correlation between the SPV and DY and an insignificant
negative correlation between SPV and PR. The Table also illustrates a negative correlation between the SPV and the
FS which is consistent with the results of (Al Qudah and Yusuf, 2015; Baskin, 1989 and Hashemijoo et al., 2012).
The results assure a positive correlation between SPV and EV which indicates that the companies with a high level
of earnings volatility have a high level of share price volatility; the high level of EV indicates high levels of risks in
the companies and this conforms with Hashemijoo et al. (2012) but contradicts Al Qudah & Yusuf (2015) and Allen
and Rachim (1996). Thus, these findings lead also not to accept the main null hypothesis.

Now, the PR is excluded for the regression equation number (2) because of the strong correlation with DY. The
regression equation becomes as follows:

SPV=a+a,DY+a,FS+a;EV+a, LEV+asGRO+e ... (3)
Based on the results of the regression equation (3), the analysis of the results is shown in Table 5 below.
Table 5. Results of Regression Based on: SPV=a, + a; DY +a,FS+a3; EV + a, LEV + a5 GRO + ¢

Model Coefficients Std. Error t-stat Sig.

(Constant) 0.171 0.082 2.068 0.000
DY -5.470 0.713 -3.192 0.001
FS -0.018 0.013 -1.332 0.001
EV 0.285 0.271 1.051 0.002
LEV -0.079 0.712 -1.121 0.263
GRO 0.124 0.157 0.792 0.429

Notes: implies Significance at level of 5 %; R*=0.95; Adj.R* =0.72; F-stat.=4.093; F-prob. =0.000

The results on Table 5 refers to the existence of the strong negative correlation between the SPV and DY which
means there is a negative impact of the DY on the SPV and this agrees with Hashemijoo et al. (2012), so the first
sub-hypothesis is not accepted.

In the next procedure, DY is excluded from the regression equation number (2) due to the existence of a strong
correlation with PR. The equation will be as follows:

SPV=a+a;PR+a,FS+a;EV+a, LEV+asGRO+te ..., 4)
Table 6 below represents the results of the analysis of the regression equation (4).
Table 6. Result of Regression Based on: SPV=ay+ a; PR +a,FS + a; EV + a4, LEV + a5 GRO + e

Model Coefficients Std. Error t-stat Sig.

(Constant) 0.153 0.088 1.739 0.000
PR -0.161 0.078 -2.065 0.004
FS -0.016 0.014 -1.128 0.002
EV 0.411 0.269 1.526 0.001
LEV -0.076 0.722 -1.064 0.288
GRO 0.091 0.159 0.573 0.566

Notes: implies Significance at level of 5 %; R?=0.68; Adj.R* =0.44; F-stat.=2.848; F-prob. =0.000

The results assure the existence of the negative correlation between the SPV and PR which means there is a negative
impact of PR on SPV which is also consistent with Hashemijoo et al. (2012). Therefore, the second sub-hypothesis is
not accepted.

Generally, throughout discussing the different stages of regression equation analysis, it is noticed that the DY is
negatively and strongly correlated with SPV which agrees with the results of some previous studies (Baskin, 1989;
Allen & Rachim, 1996; Hashemijoo et al., 2012; Al Qudah & Yusuf, 2015). However, Allen & Rachim (1996) refers
that there is an insignificant negative correlation between SPV and DY. More to add, the study shows a negative
correlation between SPV and PR and this agrees with some previous studies (Baskin, 1989; Allen and Rachim, 1996;
Hashemijoo et al., 2012; Al Qudah and Yusuf, 2015).
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5. Conclusions:

This study aims at investigating the relationship between dividend policy and share price volatility by focusing on
the insurance companies listed in the Amman Stock Exchange. A sample of 20 insurance companies out of 23
companies was chosen. To examine the relationship between dividend yield and payout ratio with share price
volatility, Multiple Linear Regression was conducted during the period 2008-2017, then the equation was expanded
by adding the control variables: Firm Size, Earning Volatility, Financial Leverage, and Growth.

The results show a negative relationship between share price volatility and the two main variables: dividend yield
and payout ratio. This is supported by the results of Baskin (1989), Allen & Rachim (1996), Hashemijoo et al. (2012)
and Al Qudah & Yusuf (2015). At last, the study assured a strong relationship between dividend yield and share price
volatility among other variables; this refers to an increase of dividend yield and payout ratio in the Jordanian
insurance companies which helps in achieving the stability in share price which reduces the risks of share price
volatility.

The study also shows a negative relationship between share price volatility and firm size which agrees with other
studies (Baskin, 1989; Hashemijoo et al., 2012; Al Qudah & Yusuf, 2015), and is inconsistent with Allen and Rachim
(1996). This means when the large companies are more profitable, stable and financially proper, they have fewer
risks of share price volatility.

It is noticed in this study that there is a positive relationship between share price volatility and earnings volatility,
meaning the more stable profitability in the company, leads to less volatility in share prices.

Additionally, the study states that there is a relationship between share price volatility and growth in assets; the
higher levels of growth, the higher risks of shares and this contradict Hashemijoo et al. (2012) and Lashgari and
Ahmadi (2014). However, this study assures an insignificant negative relationship between share price volatility and
financial leverage.

To conclude, the managers of the companies are able to deploy the dividend policy to affect share price volatility.
Concerning the limitations of the study, the study is only conducted on the Jordanian insurance companies listed in
Amman Stock Exchange for the period 2008-2017, so the results would not be generalized to study the behavior of
share price volatility for all companies from different sectors in Amman Stock Exchange.

It is recommended to conduct more studies in other sectors during longer periods with adding variables like interest
prices, level of inflation, and gross domestic product in an attempt to clarify comprehensively share price volatility.
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