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A B S T R A C T   A R T I C L E   I N F O 

This study focuses on analyzing whether dividend policy acts as an 
intervening variable in the relationship between investment 
opportunities, leverage, and foreign ownership and the market 
reaction in Indonesia’s energy and basic materials sectors. The 
analysis employs multiple linear regression with a mediation 
model on 133 firm-year observations from 2017 to 2023, using 
EViews 13 software. Classical assumption tests and the Sobel test 
are applied to validate the mediation effect of dividend policy. The 
empirical evidence suggests that investment opportunities have a 
significant negative association with dividend policy, and foreign 
ownership exerts a significant positive effect, whereas leverage 
demonstrates no statistically significant impact. Dividend policy 
exhibits a positive and significant influence on market reaction, 
providing empirical support for the signaling theory. Moreover, 
dividend policy significantly mediates the effects of investment 
opportunities and foreign ownership on market reaction, but not 
leverage, underscoring the nuanced role of dividends in shaping 
investor perception. These results imply that firms with high 
growth prospects should strategically manage dividend payouts to 
avoid negative market responses, while foreign ownership can 
enhance dividend policy as a monitoring mechanism. Practically, 
this research yields practical insights for both corporate decision-
makers and investors in emerging markets to better align dividend 
strategies with market expectations. This research offers novelty 
by incorporating foreign ownership as a bridge that mediates the 
link between dividend policy and market reaction in energy and 
basic material sectors within a dynamic emerging market context. 
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1. INTRODUCTION

Dividend policy is a fundamental topic within the realm of accounting, particularly in the domain 
of applied accounting research that focuses on corporate financial decision-making and market-
based outcomes. As firms strive to optimize their capital structure while maintaining shareholder 
satisfaction, dividend decisions often reflect deeper strategic considerations (Baker et al., 2020; 
Dixit et al., 2020). In emerging markets like Indonesia, such decisions become even more nuanced 
due to varying economic conditions, sector-specific dynamics, and investor expectations (Hartono 
et al., 2021; Wahjudi, 2020). The relevance of dividend policy is heightened in sectors like energy 
and basic materials, which are exposed to external shocks and cyclical trends (Filho et al., 2023; 
Matondang et al., 2024; Sinha et al., 2022). Despite the growing body of literature on dividend 
policy, empirical exploration in these sectors within the Indonesian context remains scarce, 
particularly in how dividend policy acts as a signal influencing market behavior (Amal, 2023; Hartono 
and Raya, 2022; Tyas and Bandi, 2021). 

From a theoretical standpoint, this study is grounded in the corporate life cycle theory, agency 
theory, and signaling theory. Firms characterized by high investment opportunities—often in their 
growth stage—tend to retain earnings to fund expansion, thereby reducing dividend payouts, 
whereas more mature firms with limited investment prospects are generally more likely to 
distribute dividends (Dixit et al., 2020; Louziri and Oubal, 2022). Meanwhile, leverage introduces an 
agency conflict between shareholders and creditors; higher debt levels often lead to reduced 
dividend payments as firms prioritize financial obligations (Akpadaka et al., 2024; Nguyen et al., 
2021). Moreover, foreign ownership introduces another layer of complexity. According to signaling 
theory, foreign investors might influence dividend policies differently depending on their 
expectations for transparency, governance, or market returns—though prior findings on this 
relationship remain inconclusive (Bataineh, 2021; Boshnak, 2023; Hasan et al., 2023). 

However, previous studies have predominantly centered on common industries and overlooked 
sectoral heterogeneity. Research on dividend policy has been extensively conducted across various 
countries—such as Vietnam (Linh et al., 2024; Nguyen et al., 2021; Tran, 2021), the United States 
(Kanojia and Bhatia, 2022), Morocco (Louziri and Oubal, 2022), the United Kingdom (Tekin and Polat, 
2021), Sri Lanka (Baker et al., 2020), India (Dixit et al., 2020), Tanzania (Chindengwike, 2024), and 
Nigeria (Akpadaka et al., 2024)—or across industries like manufacturing and finance in Indonesia 
(Hartono et al., 2021; Wahjudi, 2020; Widodo et al., 2021). Nevertheless, energy and basic materials 
remain underexplored in Indonesia, despite their economic significance and sensitivity to global 
commodity fluctuations (Filho et al., 2023; Matondang et al., 2024). Furthermore, while dividend 
determinants such as investment opportunities and leverage have been widely examined, the role 
of foreign ownership remains limited and empirically ambiguous. The added exploration of market 
reaction to dividend announcements introduces another dimension rarely integrated into prior 
Indonesian studies, especially within these sectors. 

This study addresses several research gaps and offers distinct contributions. First, it integrates 
foreign ownership as a variable influencing dividend policy, building on the call for broader 
ownership structure analysis (Tayachi et al., 2023). Second, it highlights sector-specific dividend 
dynamics in energy and basic materials, in response to Hartono et al.’s (2021) recommendation for 
sectoral diversification. Third, it models dividend policy not only as an outcome but also as a bridging 
mechanism between internal corporate factors and external market responses. This dual role of 
dividend policy enhances the explanatory power of the model in capturing investor behavior within 
fluctuating economic settings (Hartono and Raya, 2022; Prakash and Yogesh, 2021). 
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In line with these motivations, this study is conducted to assess the intermediary function of 
dividend policy in linking investment opportunities, leverage, and foreign ownership to market 
reactions within the Indonesian energy and basic materials sectors. The findings make an important 
contribution to empirical accounting research through expanding the theoretical and empirical 
understanding of how firm-specific financial factors interact with dividend signaling and investor 
response. The findings are expected to offer practical insights for corporate decision-makers, 
investors, and policymakers in evaluating financial strategies under sectoral and macroeconomic 
uncertainty. 

2. METHODS 

This study adopts a quantitative empirical approach, in line with applied accounting research 
focused on capital market responses and corporate financial decisions. The selection of this method 
is based on its suitability to examine causal relationships among financial variables and investor 
behavior through statistical modeling. Similar approaches have been employed in previous 
accounting studies that analyzed dividend policy and market reaction, such as Hartono et al. (2024) 
and Hartono and Raya (2022), demonstrating its relevance for explaining investor response using 
secondary data and econometric tools. 

The analysis is conducted on companies registered on the Indonesia Stock Exchange throughout 
the energy and basic materials sectors during 2017–2023. These sectors were selected due to their 
sensitivity to global commodity prices and macroeconomic fluctuations, which make dividend policy 
decisions particularly strategic. A purposive sampling method is applied, guided by specific inclusion 
parameters outlined below: 

 
Table 1. Sample selection criteria 

Description Total 

Energy and basic materials sector companies listed on IDX  201 

Not listed on IDX since 2017  (73) 

Did not distribute dividends consecutively for the fiscal years 2017-2023 (102) 

Lacked data related to the proxies used in the study  (7) 

The final research sample consists of data collected over a total of 7 years of 
observation 

133 

Source: Indonesia Stock Exchange (2025) 
 

The research relies on secondary sources, including company annual reports, official websites, 
and IDX-issued publications. The analysis focuses on five key variables, consisting of one dependent 
variable (market reaction), three independent variables (investment opportunity, leverage, and 
foreign ownership), and one mediating variable (dividend policy). 

To capture market reaction, the study utilizes the Cumulative Abnormal Return (CAR) approach 
over a [-5, +5] day event window surrounding dividend announcements, capturing investors’ short-
term responses to corporate signals (Hariyanto and Murhadi, 2021; Hartono and Raya, 2022). 
Dividend yield is used as an indicator of dividend policy, which reflects shareholder income relative 
to market price and serves as an indicator of firm stability (Louziri and Oubal, 2022; Nguyen et al., 
2021). Investment opportunity is assessed through the Price-to-Book Value (PBV) metric, 
representing market expectations for future growth (Hartono et al., 2021; Kanojia and Bhatia, 2022). 
Leverage is assessed through the Debt to Asset Ratio (DAR), a stable measure of financial risk and 
capital structure (Akpadaka et al., 2024; Linh et al., 2024; Lotto, 2020). Lastly, the proportion of  
equity held by foreign investors is used to represent foreign ownership, acknowledging their 
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potential role in influencing corporate financial decisions (Leliana and Yenni, 2023; Moin et al., 2020; 
Soda et al., 2023; Tarmidi et al., 2023). 

The analysis uses multiple linear regression with mediation, processed through EViews 13. 
Classical assumption tests—normality and multicollinearity—are conducted prior to model 
estimation. Model selection is based on comparison among common effect, fixed effect, and 
random effect models using Chow, Hausman, and Lagrange Multiplier tests (Basuki and Yuliadi, 
2014). The selected model must be supported by at least two of the three tests. 

A t-test at a 5% significance level is used to assess the partial effect of each independent variable, 
and the Sobel test is conducted to verify the mediation effect of dividend policy. The coefficient of 
determination for mediation is assessed using the approach of Cao et al. (2023) to ensure validity 
and precision in measuring indirect effects. 

3. RESULTS AND DISCUSSION 

Accurate regression modeling requires research data to meet classical assumptions. In this panel 
data analysis, normality and multicollinearity tests were conducted to ensure the model's feasibility. 
The initial test results indicated that the model did not meet the normality assumption. Therefore, 
all variables were transformed into their natural logarithm form. After transformation, retesting 
showed that the model fulfilled the normality assumption and did not experience multicollinearity 
issues, as evidenced by the correlation coefficients between variables not exceeding the 0.85 
threshold. 

 
Table 2. Normality test 

Condition Probability Value (Jarque-Bera Test) Interpretation 

Before Transformation 0.000000 Not normally distributed 
After Transformation 0.099767 Normally distributed 

Source: Processed data using EViews 13 
 

Table 3. Multicollinearity test 

Variable DY PBR DAR FOR 

DY 1.000000     
PBR -0.055268 1.000000   
DAR -0.270248 -0.100709 1.000000  
FOR 0.085986 0.443608 -0.176917 1.000000 

Source: Processed data using EViews 13 
 

Next, the selection of the best regression model was performed through model estimation tests. 
The test results indicated that for the first regression equation, which examines the relationship 
between independent and mediating variables, the fixed effect model is identified as the most 
suitable estimation approach. For the linkage between the mediating and dependent variables, the 
Common Effect Model is determined to be the best-fitting model based on the model selection 
criteria. 

 
Table 4. Model estimation test 

Regression Equation 
Chow  

(p-value) 
Hausman 
(p-value) 

Lagrange Multiplier 
(p-value) 

Best Model 

Independent → Mediating  0.0000 0.0282 0.0000 Fixed Effect  
Mediating → Dependent 0.4529 0.8752 0.9211  Common Effect 

Source: Processed data using EViews 13 
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Table 5. Regression results from eviews and sobel test 

Variable t-Statistic Prob. Effect 

PBR → DY -3.916847 0.0002 Significant negative 
DAR → DY 0.427705 0.6697 Not significant 
FOR → DY 3.694195 0.0003 Significant positive 
DY → MR 0.011122 0.0330 Significant positive 

PBR → DY → MR -2.055057 0.0399 Significant negative 
DAR → DY → MR 0.421146 0.6736 Not significant 
FOR → DY → MR 2.020810 0.0433 Significant positive 

Source: Processed data using EViews 13 
 
3.1. Effect of Investment Opportunities on Dividend Policy 

The empirical results demonstrate a statistically significant negative relationship between 
investment opportunities and dividend policy, with a t-statistic of -3.916847 and a p-value of 0.0002. 
This indicates that firms possessing higher investment opportunities are less likely to engage in 
dividend distribution. This outcome is in line with the life cycle theory, which asserts that firms in 
their growth phase typically retain earnings to support internally financed investment projects with 
high return potential, while firms in the maturity stage—facing limited growth prospects—are more 
inclined to return excess cash to shareholders through dividends (Dixit et al., 2020; Louziri and 
Oubal, 2022). 

From a theoretical standpoint, investment opportunities reflect a firm’s potential to generate 
future profits through strategic asset allocation. According to the life cycle theory, firms in their 
growth stage tend to retain earnings to finance expansion, while mature firms with limited growth 
prospects are more inclined to distribute dividends (Dixit et al., 2020; Louziri and Oubal, 2022). This 
perspective is reinforced by Hartono et al. (2021), who observe that companies often reduce 
dividend rates when internal funding can support profitable projects and enhance investment 
capacity. Empirical evidence also supports this theoretical view, as Baker et al. (2020) and Tekin and 
Polat (2021) report that firms with greater investment opportunities tend to pay lower dividends. 
Similarly, Ben-Nasr and Ghouma (2022) highlight that Shariah-compliant firms, which generally face 
more limited investment avenues, display different payout behaviors depending on the availability 
of growth opportunities. Collectively, these findings confirm a close relationship between dividend 
policy, strategic investment decisions, and the firm's life cycle position. 

3.2. Effect of Leverage on Dividend Policy 

The analysis reveals that leverage has no meaningful statistical impact on dividend policy, 
supported by a t-statistic of 0.427705 and a p-value of 0.6697. This result suggests that variations in 
a firm’s debt levels do not necessarily translate into consistent changes in dividend payout behavior. 
While traditional financial theories often indicate an inverse relationship between leverage and 
dividend due to increased financial constraints, the lack of significance found in this study implies 
that alternative determinants may exert a greater influence on corporate dividend policy decisions. 

This finding aligns with Louziri and Oubal (2022), who argue that leverage is not the primary 
determinant of dividend policy, as payout decisions are more strongly influenced by internal factors 
such as profitability, firm maturity, and managerial signaling motives. The signaling theory supports 
this view, suggesting that firms may maintain dividend payments even under high leverage 
conditions to convey positive information about future performance (Mauris and Rizal, 2021). 
Despite a heavily leveraged capital structure, such cases strategically use dividend payments to 
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reinforce investor confidence. Agency theory also provides a relevant explanation, as Widodo et al. 
(2021) note that dividend distribution can serve to reduce agency conflicts and demonstrate 
managerial accountability, particularly when ownership and control are separated. Empirical 
evidence from Mauris and Rizal (2021) shows that both high- and low-leverage firms continue to 
distribute dividends, indicating that payout decisions may be driven by strategic considerations 
rather than solely by financial constraints. Saputra et al. (2024) further conclude that while leverage 
has a direct positive effect on dividend policy, the effect is statistically insignificant, leading to the 
rejection of the hypothesis that leverage influences dividends. This view is consistent with Benyadi 
and Andrianantenaina (2020), who explain that even when a company is able to repay its long-term 
debt, it may still decide not to pay dividends in that year because it prioritizes using current assets 
or profits to settle short-term debt obligations. 

However, this finding differs from several previous studies that documented a noteworthy 
negative correlation between a firm’s leverage level and its dividend distribution strategy. For 
example, Wahjudi (2020) argues that higher leverage reduces net profits available for dividend 
distribution, causing firms to retain earnings rather than pay dividends. Linh et al. (2024) and 
Nguyen et al. (2021) also conclude that firms under greater financial pressure prioritize debt 
repayment over shareholder returns, which implies an inverse and significant relationship between 
leverage and dividends. Moreover, Tekin and Polat (2021) and Tran (2021) highlight that lower-
leveraged firms are inclined to provide more substantial dividend payouts, as they face fewer 
constraints in accessing external capital and are under less pressure from creditors. In contrast, the 
present study's findings reveal that a similar trend does not universally apply, at least within the 
context of the sample and sector observed. 

3.3. Effect of Foreign Ownership on Dividend Policy 

A t-statistic of 3.694195 and a p-value of 0.0003 indicate a positive and statistically significant 
relationship between foreign ownership and dividend policy. This finding implies that firms with 
higher levels of foreign ownership are more inclined to distribute greater dividends. The finding 
aligns with the agency theory and the outcome hypothesis, which propose that foreign investors—
being external and independent from management— encourage greater dividend distributions as a 
means of reducing agency conflicts, particularly when direct monitoring is limited (Choi and Park, 
2019; Farooq et al., 2024). 

Foreign investors often face information asymmetry and geographic distance, which limit their 
ability to effectively oversee management activities. As a response, management may use dividend 
distributions as a commitment mechanism to assure investors of the firm’s performance and reduce 
managerial discretion over free cash flows (Boshnak, 2023; Farooq et al., 2024). In this context, 
higher dividends act as a substitute for direct control, providing reassurance to foreign investors 
about the credibility and governance of the firm. 

This finding also supports the view that in markets with weak investor protection or low 
transparency, foreign shareholders tend to exert pressure on firms to distribute more dividends as 
a safeguard against potential expropriation by insiders. Boshnak (2023) highlights that a higher 
proportion of institutional and foreign shareholders is linked to increased dividend payouts, 
especially when managerial oversight is limited. Similarly, Choi and Park (2019) provide empirical 
evidence that firms characterized by foreign shareholder presence exhibit greater dividend payouts 
relative to firms with only domestic shareholders. 

However, this result contrasts with several other studies that report either no significant effect 
or a negative association. For example, Moin et al. (2020) finds that foreign investors in IDX-listed 
firms may accept lower dividends, possibly due to their long-term investment horizon or belief that 
their risks are mitigated through other monitoring mechanisms. Likewise, Hasan et al. (2023) and 
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Soda et al. (2023) suggest that foreign ownership does not significantly influence dividend payouts, 
particularly in firms where alternative governance tools are already in place. 

3.4. Effect of Dividend Policy on Market Reaction 

Empirical evidence from this research demonstrates a statistically significant positive association 
between dividend policy and investors’ market response, as reflected by a t-statistic of 0.011122 
and a p-value of 0.0330. This suggests that firms with stronger dividend policies—measured through 
indicators such as dividend yield or payout—tend to elicit more favorable reactions from the capital 
market. The result supports the signaling theory by indicating that dividend declarations 
communicate essential information about a company's future performance and financial stability, 
thereby influencing investor behavior (Amal, 2023; Prakash and Yogesh, 2021). 

Dividend announcements are often perceived as signals of executive confidence in the 
company’s long-term earnings capacity and financial resilience. Consequently, investors interpret 
dividend increases or consistent payouts as positive news, prompting an increase in stock demand 
and price appreciation (Al-Najjar and Kilincarslan, 2019; Ozo and Arun, 2019). This market behavior 
is particularly evident during periods of heightened uncertainty. For instance, Prakash and Yogesh 
(2021) finds that dividend announcements during periods of policy uncertainty or economic 
instability leads to significantly positive market responses, highlighting the value placed by investors 
on stable dividend signals. 

The present study’s results are also aligned with Berezinets et al. (2019), who confirms that the 
Indian stock market reacts positively to dividend increases, supporting the predictive power of 
dividend signaling theory. Similarly, Hartono and Raya (2022) and Tinungki et al. (2022) report that 
dividend announcements during the COVID-19 pandemic led to observable positive cumulative 
abnormal returns, although sometimes with delayed effects. These results reinforce the 
interpretation of dividends as a credible communication channel used by firms to mitigate 
uncertainty and reinforce investor confidence. 

Moreover, the findings are consistent with Zainudin et al. (2018), who notes that greater dividend 
distributions are linked to reduced fluctuations in stock prices. This implies that the market 
perceives dividends not only as a financial reward but also as an indicator of operational consistency 
and earnings quality. Kang et al. (2019) further notes that dividend yield positively influences stock 
returns, particularly in firms that have yet to establish a dividend reputation, suggesting that 
dividend signals carry incremental informational value in such contexts. 

3.5. Effect of Investment Opportunities on Market Reaction Mediated by Dividend Policy 

The empirical findings demonstrate a statistically significant negative mediating effect of 
dividend policy on the relationship between investment opportunities and market reaction, with a 
t-statistic of -2.055057 and a p-value of 0.0399. This suggests that firms with higher investment 
opportunities tend to reduce dividend payouts, which in turn leads to a less favorable reaction from 
the capital market. 

This result aligns with the life cycle theory, which posits that growth-stage firms prefer to retain 
earnings to fund future expansion rather than distribute dividends to shareholders (Dixit et al., 2020; 
Louziri and Oubal, 2022). When firms prioritize reinvestment over dividend distribution, it may 
reflect sound managerial strategy. However, from the market’s perspective, a decline in dividends 
may be interpreted as a signal of uncertainty or reduced shareholder orientation, particularly in the 
absence of clear strategic communication (Hartono et al., 2021). 

According to the signaling theory, function as reliable signals of a company’s financial stability 
and managerial confidence (Amal, 2023; Prakash and Yogesh, 2021). Consequently, reduced 
dividend payouts—although potentially justified by investment needs—may be perceived 

https://doi.org/10.17509/jaset.v17i1


Puspitasari et al., When Dividends Speak: Corporate Strategy or Market Signal? | 98 

 
 

DOI: https://doi.org/10.17509/jaset.v17i1  
p- ISSN 2086-2563 e- ISSN 2541-0342 

negatively by investors who interpret dividends as a reflection of sustainable earnings and stability. 
Al-Najjar and Kilincarslan (2019) and Ozo and Arun (2019) further confirm that dividend reductions 
often trigger unfavorable market responses, especially under conditions of information asymmetry. 

The outcomes of the analysis point to the significant influence of dividend policy as a transmission 
mechanism between strategic investment decisions and investor sentiment. While investment 
opportunities require internal financing that may necessitate dividend cuts, such actions could 
backfire in capital markets if not managed alongside effective signaling. As such, firms must balance 
growth-oriented financial strategies with the market’s expectations for consistent and transparent 
dividend behavior to mitigate adverse investor reactions. 

3.6. Effect of Leverage on Market Reaction Mediated by Dividend Policy 

The findings of this study indicate that dividend policy does not significantly mediate the 
relationship between leverage and market reaction, as evidenced by a t-statistic of 0.421146 and a 
p-value of 0.6736. This result implies that changes in a firm’s leverage level do not exert an indirect 
influence on investor response through dividend distribution. While leverage is often assumed to 
restrict dividend payouts due to increased debt servicing obligations, this study suggests that such 
financial constraints do not consistently shape capital market reactions. 

This result aligns with previous empirical evidence showing an inconsistent or insignificant 
relationship between leverage and dividend decisions. Louziri and Oubal (2022) argue that leverage 
is not the primary determinant of dividend policy, as firms often prioritize profitability, firm 
maturity, and signaling motives. Similarly, Mauris and Rizal (2021) finds that both highly leveraged 
and less-leveraged firms may choose to distribute dividends based on strategic communication with 
the market rather than financing constraints. Widodo et al. (2021) further supports this view by 
highlighting the role of dividends as a mechanism to manage agency conflicts, suggesting that even 
indebted firms may pay dividends to reduce tensions between managers, shareholders, and 
creditors. 

From a signaling perspective, dividend announcements are often used to communicate financial 
stability and future earnings prospects Prakash and Yogesh (2021). However, if dividend policy is 
maintained independently of leverage levels, then leverage may not function as a key antecedent 
to market-perceived signals. This aligns with the empirical evidence reported by Hou et al. (2025), 
who show that the capital market tends to respond more strongly to dividend changes when they 
reflect managerial ability and firm performance, rather than internal capital structure indicators 
such as leverage. 

Furthermore, this study reaffirms the significant direct effect of dividend policy on market 
reaction, which has been extensively supported in literature (Amal, 2023; Zainudin et al., 2018). 
However, the absence of a significant mediating effect from leverage implies that leverage is not a 
meaningful channel through which dividend policy shapes investor sentiment. It is possible that 
dividend decisions in some firms are decoupled from their capital structure and are driven instead 
by reputational considerations or efforts to maintain market discipline (Hartono and Raya, 2022). 
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3.7. Effect of Foreign Ownership on Market Reaction Mediated by Dividend Policy 

This study reveals that dividend policy significantly and positively mediates the relationship 
between foreign ownership and market reaction, as reflected by a t-statistic of 2.020810 and a p-
value of 0.0433. The results indicate that firms with greater foreign equity participation are more 
likely to implement robust dividend policies, which in turn elicit more favorable reactions from 
investors in the capital market. 

The results support the agency theory and the outcome hypothesis, which argue that foreign 
shareholders—due to their geographical distance and limited access to internal corporate 
information—rely more heavily on the distribution of dividends acts as a disciplinary measure to 
reduce agency problems and monitor managerial behavior (Choi and Park, 2019; Farooq et al., 
2024). By distributing higher dividends, firms signal commitment to transparency and governance, 
thereby enhancing investor confidence. This signaling effect appears to be well-received by the 
market, which perceives dividend payments as credible indicators of firm stability and earnings 
quality (Amal, 2023; Prakash and Yogesh, 2021). 

Moreover, this finding aligns with the assertion that in emerging markets with relatively weaker 
investor protection, foreign investors often demand higher dividends to safeguard their investments 
from potential expropriation by insiders (Boshnak, 2023). Dividend payments thus function as a 
substitute for direct oversight and serve as an assurance mechanism, particularly in firms where 
managerial control is concentrated and external monitoring is weak. The positive market reaction 
to such dividends further reinforces their role as a strategic tool to manage investor perceptions 
and reduce uncertainty (Hartono and Raya, 2022; Zainudin et al., 2018). 

In sectors where transparency and governance gaps exist, dividend policy becomes a crucial 
channel through which foreign ownership indirectly influences capital market behaviour. The 
mediating role observed here confirms that dividend payments are not merely financial decisions 
but also serve a communicative function in aligning the interests of foreign shareholders with 
corporate management. Firms with higher foreign ownership stakes may benefit from maintaining 
consistent dividend payouts to enhance investor trust, reduce informational asymmetries, and 
attract long-term capital. 

3.8. Coefficient of Determination 
 

 Table 6. Coefficient of determination 

Pathway 
R-squared (Adjusted / 

Corrected) 

Independent Variables → Mediating Variable (Dividend Policy) 0.733058 
Mediating Variable (Dividend Policy) → Dependent Variable (Market 
Reaction) 

0.035283 

Independent Variables → Dependent Variable (Market Reaction), mediated 
by Dividend Policy  

0.792223 

Source: EViews 13 and calculations using the Cao (2023) approach 

 

The coefficient of determination results provides valuable insight into the explanatory power of 
the tested regression models. The adjusted R-squared value of 0.733058 for the relationship 
between the independent variables (investment opportunities, leverage, and foreign ownership) 
and the mediating variable (dividend policy) indicates that approximately 73.3% of the variability in 
dividend policy is accounted for by these three predictors. This high proportion underscores the 
critical role of firm-level financial and ownership structures in shaping dividend decisions. As 
previously discussed, foreign ownership significantly and positively influences dividend policy, 
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consistent with agency theory and outcome hypotheses (Choi and Park, 2019; Farooq et al., 2024), 
while investment opportunities show a significant negative effect supporting the propositions of the 
firm life cycle framework (Dixit et al., 2020; Louziri and Oubal, 2022). Leverage, however, was found 
to be statistically insignificant, suggesting that its influence on dividend policy may be moderated 
by other factors. 

In contrast, the adjusted R-squared of 0.035283 for the regression of dividend policy on market 
reaction reveals that dividend policy alone explains only 3.5% of the variation in market reaction. 
This modest explanatory power suggests that while dividend announcements do signal information 
to the market—confirmed by the significant positive direct effect found in this study—their ability 
to independently drive investor response is limited. Market reaction is likely influenced by a broader 
array of variables, including firm performance, macroeconomic context, and investor sentiment, 
which are beyond the scope of dividend metrics alone. 

Notably, when evaluating the overall explanatory power of the mediation model using the 
corrected R-squared from Cao et al. (2023), the value reaches 0.792223, indicating that 
approximately 79.2% of the fluctuations in market reaction are explained by the explanatory 
variables through the mediating effect of dividend policy. This result affirms the theoretical 
justification for modeling dividend policy functions as a mediating variable that transmits the effects 
of critical corporate governance and financial structure indicators to the capital market. The 
significant positive mediating effect of foreign ownership through dividend policy supports this 
interpretation, demonstrating that dividend payments serve as a credible communication 
mechanism in aligning firm actions with investor expectations.

4. CONCLUSION 

This study examines the mediating role of dividend policy in the relationship between 
investment opportunities, leverage, and foreign ownership on market reaction in Indonesia’s 
energy and basic materials sectors. Empirical findings indicate that investment opportunities 
have a significant negative impact on dividend policy, while foreign ownership exerts a significant 
positive effect. Leverage, however, shows no significant influence. In line with signaling theory, 
dividend policy significantly and positively affects market reaction. Mediation analysis confirms 
that dividend policy mediates the effects of investment opportunities (negatively) and foreign 
ownership (positively) on market reaction, whereas no mediating effect is observed for leverage. 
These results highlight the strategic role of dividend policy in linking firm-level factors to investor 
responses. 

This research contributes to the literature by introducing a robust mediation framework, 
supported by a high adjusted R-squared value (0.792223), indicating strong explanatory power. 
Unlike prior studies that often overlook indirect effects, this study provides a more nuanced 
understanding of dividend policy’s intermediary role. Nonetheless, its sector-specific focus and 
reliance on secondary data limit the generalizability of the findings. Future studies are 
encouraged to incorporate moderating variables such as corporate governance or information 
disclosure, and to expand the sample across industries or time periods to capture broader market 
dynamics. 

5. REFERENCES 

Akpadaka, O. S., Musa, A. F., Dang, D. Y., and Fodio, M. I. (2024). Does profitability moderate 
the relationship between the leverage and dividend policy of manufacturing firms in 
Nigeria and South Africa? Journal of Risk and Financial Management, 17(12), 563.  

https://doi.org/10.17509/jaset.v17i1


101 | Jurnal ASET (Akuntansi Riset), Volume 17 Issue 1, June 2025 Hal 091-104 

 

DOI: https://doi.org/10.17509/jaset.v17i1  
p- ISSN 2086-2563 e- ISSN 2541-0342  

Al-Najjar, B., and Kilincarslan, E. (2019). What do we know about the dividend puzzle? – a 
literature survey. In International Journal of Managerial Finance (Vol. 15, Issue 2, pp. 205–
235). Emerald Group Holdings Ltd.  

Amal, M. A. (2023). Market reactions to dividends announcement an event study of BRIS and 
BTPS. Jurnal Ekonomi Dan Bisnis Airlangga, 33(1), 106–120.  

Baker, H. K., Dewasiri, N. J., Premaratne, S. P., and Yatiwelle Koralalage, W. (2020). Corporate 
governance and dividend policy in Sri Lankan firms: A data triangulation approach. 
Qualitative Research in Financial Markets, 12(4), 543–560.  

Basuki, A. T., and Yuliadi, I. (2014). Electronic data processing (1st ed.). Danisa Media.  

Bataineh, H. (2021). The impact of ownership structure on dividend policy of listed firms in 
Jordan. Cogent Business and Management, 8(1), 1863175. 

Ben-Nasr, H., and Ghouma, H. H. (2022). Dividend policy and religion: International evidence 
from firms with Islamic Label. Emerging Markets Review, 50, 100840.  

Benyadi, F. C., and Andrianantenaina, H. (2020). Profitability, liquidity, leverage and firm size 
on dividend payment. Perspektif Akuntansi, 3(2), 155–166.  

Berezinets, I. V., Bulatova, L. A., Ilina, Y. B., and Smirnov, M. V. (2019). Reactions of emerging 
stock markets to dividend announcements during economic growth: Evidence from India 
and Russia. Eurasian Economic Review, 9(1), 71–89.  

Boshnak, H. A. (2023). The impact of board composition and ownership structure on dividend 
payout policy: evidence from Saudi Arabia. International Journal of Emerging Markets, 
18(9), 3178–3200.  

Cao, Z., Cham, H., Stiver, J., and Rivera Mindt, M. (2023). Effect size measure for mediation 
analysis with a multicategorical predictor. Frontiers in Psychology, 14, 1101440.  

Chindengwike, J. D. (2024). Nexus between financial leverage and dividend payout from 
manufacturing firms listed at Dar es Salaam stock exchange, Tanzania. Cogent Business 
and Management, 11(1), 2292345.  

Choi, Y. M., and Park, K. (2019). Foreign ownership, agency costs, and long-term firm growth: 
evidence from Korea. Sustainability (Switzerland), 11(6).  

Dixit, B. K., Gupta, N., and Saurabh, S. (2020). Dividend policy in India: reconciling theory and 
evidence. Managerial Finance, 46(11), 1437–1453.  

Farooq, M., Al-Jabri, Q., Khan, M. T., Ali Ansari, M. A., and Tariq, R. Bin. (2024). The impact of 
corporate governance and firm-specific characteristics on dividend policy: An emerging 
market case. Asia-Pacific Journal of Business Administration, 16(3), 504–529.  

Filho, W. L., Kotter, R., Özuyar, P. G., Abubakar, I. R., Eustachio, J. H. P. P., and Matandirotya, N. 
R. (2023). Understanding rare earth elements as critical raw materials. Sustainability, 
15(3), 1919.  

Hariyanto, I. T., and Murhadi, W. R. (2021). The phenomenon of dividend announcement on 
stock abnormal return (case in ASEAN countries). Jurnal Manajemen Bisnis, 12(1), 1–18.  

https://doi.org/10.17509/jaset.v17i1


Puspitasari et al., When Dividends Speak: Corporate Strategy or Market Signal? | 102 

 

 

DOI: https://doi.org/10.17509/jaset.v17i1  
p- ISSN 2086-2563 e- ISSN 2541-0342 

Hartono, P. G., and Raya, M. Y. (2022). COVID-19 pandemic, dividend policy, and stock market 
reaction: Evidence from the manufacturing companies in Indonesia. Jurnal Keuangan Dan 
Perbankan, 26(4), 758–778.  

Hartono, P. G., Robiyanto, R., Tinungki, G. M., Frensidy, B., Raya, M. Y., and Hidarto, A. (2024). 
Revisiting dividend policy and stock market reaction of Indonesian manufacturing 
enterprises amidst the COVID-19 crisis: A series of robustness checks. Scientific Papers of 
the University of Pardubice. Series D, Faculty of Economics and Administration, 32(1).  

Hartono, P. G., Sari, W. R., Tinungki, G. M., Jakaria, J., and Hartono, A. B. (2021). The 
determinants of dividend policy: An empirical study of inconsistent distribution of 
dividends using balanced panel data analysis. Media Ekonomi Dan Manajemen, 36(2), 89–
106.  

Hasan, M. B., Wahid, A. N. M., Amin, M. R., and Hossain, M. D. (2023). Dynamics between 
ownership structure and dividend policy: Evidence from Bangladesh. International Journal 
of Emerging Markets, 18(3), 588–606.  

Hou, D., Yuan, Z., Taran-Bozbay, A., and Zahid, R. M. A. (2025). Dividend policies and managerial 
ability beyond financial constraints: Insights from China. Humanities and Social Sciences 
Communications, 12(1).   

Kang, E., Kim, R., and Oh, S. (2019). Dividend yields, stock returns and reputation. ACRN Journal 
of Finance and Risk Perspectives, 8(1), 95–105.   

Kanojia, S., and Bhatia, B. S. (2022). Corporate governance and dividend policy of the US and 
Indian companies. Journal of Management and Governance, 26(4), 1339–1373.  

Leliana, L., and Yenni, C. *. (2023). Eco-innovation on the cost of equity and financial 
performance: The moderating role of ownership structure. Jurnal ASET (Akuntansi Riset), 
16(1), 039–050.  

Linh, N. Van, Hung, D. N., and Van, V. T. T. (2024). Factors affecting the dividend policy of 
Vietnamese enterprises in the context of the Covid-19 pandemic. Quality-Access to 
Success, 25(200).  

Lotto, J. (2020). On an ongoing corporate dividend dialogue: Do external influences also matter 
in dividend decision? Cogent Business and Management, 7(1).  

Louziri, R., and Oubal, K. (2022). Determinants of dividend policy: The case of the Casablanca 
stock exchange. Journal of Risk and Financial Management, 15(12), 548. 

Matondang, K., Togatorop, G. N., Silaban, D. Y., Sipayung, R. S., Girsang, R., and Lubis, T. I. S. 
(2024). Harga publik dan stabilitas ekonomi: Studi literatur atas faktor-faktor penentu dan 
tantangan. Innovative: Journal Of Social Science Research, 4(6), 4249–4263.  

Mauris, F. I., and Rizal, N. A. (2021). The effect of collaterallizable assets, growth in net assets, 
liquidity, leverage and profitability on dividend policy (case studies on non-financial 
services sector companies listed on the Indonesia stock exchange for the 2016-2019 
period). Budapest International Research and Critics Institute (BIRCI-Journal): Humanities 
and Social Sciences, 4(1), 937–950.  

https://doi.org/10.17509/jaset.v17i1


103 | Jurnal ASET (Akuntansi Riset), Volume 17 Issue 1, June 2025 Hal 091-104 

 

DOI: https://doi.org/10.17509/jaset.v17i1  
p- ISSN 2086-2563 e- ISSN 2541-0342  

Moin, A., Guney, Y., and El Kalak, I. (2020). The effects of ownership structure, sub-optimal cash 
holdings and investment inefficiency on dividend policy: Evidence from Indonesia. Review 
of Quantitative Finance and Accounting, 55, 857–900.  

Nguyen, H. V., Dang, H. N., and Dau, H. H. (2021). Influence of corporate governance on 
dividend policy in Vietnam. The Journal of Asian Finance, Economics and Business, 8(2), 
893–902.  

Ozo, F. K., and Arun, T. G. (2019). Stock market reaction to cash dividends: evidence from the 
Nigerian stock market. Managerial Finance, 45(3), 366–380.  

Prakash, N., and Yogesh, L. (2021). Market reaction to dividend announcements during 
pandemic: An event study. Vision, 09722629211066288.  

Saputra, R., Nurwati, S., and Mahrita, A. (2024). Leverage and profitability affect company value 
with dividend policy as an intervening variable in Indonesian stock exchange-listed 
plantation companies. JSM: Jurnal Sains Manajemen, 13(1), 23–31.  

Sinha, A., Sharif, A., Adhikari, A., and Sharma, A. (2022). Dependence structure between Indian 
financial market and energy commodities: A cross-quantilogram based evidence. Annals 
of Operations Research, 313(1), 257–287.  

Soda, M., Makhlouf, M., Oroud, Y., Alshehadeh, A., Omari, R., and Al-Khawaja, H. (2023). Does 
the audit quality have any moderating impact on the relationship between ownership 
structure and dividends? Evidence from Jordan. Uncertain Supply Chain Management, 
11(4), 1789–1800.  

Tarmidi, D., Helliana, H., and Rosdiana, Y. (2023). Jurnal ASET (akuntansi riset) earnings quality: 
The role of owners. Jurnal ASET (Akuntansi Riset), 15(1), 001–012.  

Tayachi, T., Hunjra, A. I., Jones, K., Mehmood, R., and Al-Faryan, M. A. S. (2023). How does 
ownership structure affect the financing and dividend decisions of firm? Journal of 
Financial Reporting and Accounting, 21(3), 729–746.  

Tekin, H., and Polat, A. Y. (2021). Do market differences matter on dividend policy? Borsa 
Istanbul Review, 21(2), 197–208.  

Tinungki, G. M., Robiyanto, R., and Hartono, P. G. (2022). The effect of COVID-19 pandemic on 
corporate dividend policy in Indonesia: The static and dynamic panel data approaches. 
Economies, 10(1), 11.  

Tran, Q. T. (2021). Local corruption and dividend policy: Evidence from Vietnam. Economic 
Analysis and Policy, 70, 195–205.  

Tyas, L. A., and Bandi, B. (2021). Sharia and non-sharia firms: Analysis on the dividend policy of 
Indonesian companies. Jurnal ASET (Akuntansi Riset), 13(1), 161–173.  

Wahjudi, E. (2020). Factors affecting dividend policy in manufacturing companies in Indonesia 
Stock Exchange. Journal of Management Development, 39(1), 4–17.  

Widodo, F. P. T., Praptapa, A., Suparlinah, I., and Setyorini, C. T. (2021). The effect of company 
size, institutional ownership, profitability and leverage on dividends payout ratio. Journal 
of Contemporary Accounting, 77–87.  

https://doi.org/10.17509/jaset.v17i1


Puspitasari et al., When Dividends Speak: Corporate Strategy or Market Signal? | 104 

 

 

DOI: https://doi.org/10.17509/jaset.v17i1  
p- ISSN 2086-2563 e- ISSN 2541-0342 

Zainudin, R., Mahdzan, N. S., and Yet, C. H. (2018). Dividend policy and stock price volatility of 
industrial products firms in Malaysia. International Journal of Emerging Markets, 13(1), 
203–217.   

  

https://doi.org/10.17509/jaset.v17i1

