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Abstract 

The purpose of this study is to examine some specific factors such as earning 

per share (EPS), price-to-earnings (P/E) ratio, firm size, dividend yield (DY) 

and retention ratio (RR) that influence the stock price movements of 
Bangladeshi life insurance companies listed in DSE during the time of 2014 

to 2024. Panel data was used, and the fixed effects model was applied to 
analyze the data. The study’s findings disclosed that the life insurance 

industry’s stock price listed on the DSE has a statistically significant 

substantial positive association with earnings per share EPS and price-to-
earnings (P/E) ratio. This research assists policymakers in improving market 

rules, stabilizing the stock market, and fostering the development of 
Bangladeshi life insurance businesses via informed fiscal and monetary 

policies. It allows investors and financial advisors to enhance investment 

judgments by comprehending the impact of EPS, P/E ratio, firm size, dividend 
yield, and retention ratio on stock prices. These aspects enhance risk 

assessment and portfolio diversification, facilitating improved valuation and 

forecasting. The findings ultimately enhance the transparency, stability, and 
efficiency of the stock market in Bangladesh. 

 

Keywords: Stock Price, Earning Per Share, Price Earnings Ratio, Retention Ratio, 

Dividend Yield. 
 

1. Introduction 

The stock market is essential to a nation's financial system, indicating its economic 

health and performance. In emerging economies like Bangladesh, the stock market 
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plays an even more critical role in channeling savings into productive investments, 

supporting economic growth (Cristescu et al., 2021). The life insurance industry 

represents a vital segment of the financial market, offering long-term protection to 

policyholders and contributing to the country's economic stability. In recent years, 

investors have shown significant interest in life insurance companies due to their 

potential for stable returns and long-term growth (Abduh & Isma, 2016). However, the 

stock prices in these industries are highly volatile, driven by various firm-specific 

factors, including earnings per share, dividends per share, firm size, retention ratio, and 

dividend yield, among others, despite the importance of understanding these price 

movements (Adhikari & Ghosh, 2023).  

The COVID-19 pandemic significantly impacted the Bangladeshi stock market, 

leading to the temporary closure of the DSE and CSE exchanges. However, insurance 

companies’ share prices have significantly increased, reaching over 200 percent 

between June and September 2020. This growth is attributed to investors’ expectations 

and the ability of insurance companies to meet these expectations through dividend 

payments. This increase provides life insurance companies with an opportunity to offer 

unsold stock at a higher price, which could enhance their growth in the post-pandemic 

era. The government is expected to take initiatives to support these companies 

(Chowdhury, 2021). According to Grochola et. al. (2023), the stock prices of life 

insurance companies have revealed considerable instability, raising concerns among 

investors about the stability and predictability of returns. In contrast to other industries 

where the determinants of stock prices are relatively well-established, the factors 

affecting stock prices in the life insurance sector remain less obvious. 

Few scholar studies have examined the variables affecting Bangladeshi life insurance 

companies’ stock price movement. By investigating the causes of stock price swings 

in the life insurance industry listed on the Dhaka Stock Exchange (DSE), this study 

strives to close the gap. The purpose of this research is to offer information that will 

assist investors in making better decisions and facilitate financial analysts in better 

predicting stock price movements. Furthermore, by thoroughly examining 

Bangladesh's life insurance market, which is still mostly unexplored, the research will 

contribute to the accumulation of academic knowledge. 

The primary goal of this study is to look at important financial indicators that influence 

the market price movement of life insurance firms listed on the Dhaka Stock Exchange 

in Bangladesh. The study aims to identify firm-specific factors, including earnings per 

share, price-to-earnings ratio, firm size, dividends per share, and retention ratio that 

affect stock price movements most. By doing this, the study will offer a more 

comprehensive knowledge of the relationship between these variables and changes in 

stock prices in Bangladesh’s life insurance sector. 

Firm-specific factors, including profitability, dividend policies, and market 

capitalization, are also anticipated to be essential in forming investor perceptions and 

impacting stock price movements (Akib et al., 2023). Moreover, this study may reveal 

that regulatory changes and industry competition are key determinants of stock price 

fluctuations, particularly in response to shifts in government policies or market 

dynamics. 

This investigation will offer valuable insights for investors and financial analysts, 
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enhancing their understanding of stock price movements in the life insurance sector. It 

will also contribute to academic literature on stock market behavior in Bangladesh, 

particularly in the life insurance industry. These findings could also benefit 

policymakers and regulators. 

 

2. Literature Review 

Research on stock price determinants within the life insurance sector has gained 

substantial attention, particularly in emerging markets. Studies focus on financial ratios 

and firm characteristics that may influence investors’ perceptions and stock prices. This 

literature review explores various factors, such as earnings per share (EPS) and price-

to-earnings (P/E) ratio; firm size, dividend yield, and retention ratio, which have been 

recognized as potential determinants of stock prices in Bangladesh's life insurance 

industry. 

Earnings-per-share (EPS) emerges as the most frequently cited and positively 

influential factor. For instance, Atchyuthan (2017), Sari (2021), and Jauharia Hatta & 

Dwiyanto (2012) all confirm the substantial positive impact of EPS on stock prices. 

Similarly, Chowdhury et al. (2019) and Chandrasegaran L. (2021) reinforce the 

influence of EPS, P/E ratio, and NAV per share on investor decisions and market 

valuation. 

Moreover, the P/E ratio is repeatedly found to have a significant and positive effect on 

stock prices, as evidenced by studies from Goyal & Gupta (2019), Baral & Pradhan 

(2018). However, mixed results are observed in the case of dividends. While some 

studies, such as Sharif et al. (2015) and Iqbal Khan & Aamir (2011), found a positive 

relationship between dividend yield and stock price others including Maskey (2022) 

reported a negative or statistically insignificant effect. Similarly, retained earnings and 

retention ratios generally show weak or negative associations with stock prices, as 

supported by Ferniawan et al. (2024). Book value per share shows mixed outcomes, 

with some studies like Sharif et al. (2015) finding a positive influence, while others 

like Maskey (2022) found it statistically insignificant.  

Regarding firm size, studies present contrasting conclusions. While Gautam & Bista 

(2019) identified both positive and negative effects, Nazir et al. (2022) found a 

generally positive association with stock price volatility and valuation. Some studies, 

including Hanipah (2024), extend the analysis by integrating technical indicators and 

systematic risk, which also showed meaningful impact. The debt-to-equity ratio was 

found to be highly influential in specific sectors e.g., insurance stocks in (Hanipah et. 

al., 2024), though its role varies by industry. 

Ferniawan et al. (2024). Yemi & Seriki (2018) and Chughtai et al. (2014) all studies 

consistently found a strong and positive relationship between EPS and stock 

prices/returns, and confirmed that an increase in EPS tends to lead to higher stock 

prices. Chughtai et al. (2014) and Yemi & Seriki (2018) found a positive relationship 

between dividend payouts and stock prices. In contrast, Kayode et al. (2022) found a 

negative and significant relationship between dividend yield and share price, indicating 

that higher dividends may sometimes lead to lower share prices. Ferniawan et al. 

(2024) recommended paying higher dividends because retained earnings showed little 

impact on stock returns. 
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According to Ferniawan et al. (2024) and Chughtai et al. (2014), retained earnings had 

a weak or negligible effect on stock prices. However, Yemi & Seriki (2018) found a 

positive relationship between retained earnings and firm value, though this was less 

strongly emphasized. Price Earnings Ratio (PER) and Debt to Equity Ratio (DER) 

were shown by Ferniawan et al. (2024) to have significant and positive effects on stock 

returns. Kayode et al. (2022) found that larger firms tend to have more stock price 

volatility, indicating a significant relationship between firm size and stock price 

fluctuations. 

Overall, the literature strongly supports the relevance of EPS, P/E ratio, and dividend 

payout policies as core determinants of stock prices. In contrast, the effects of dividend 

yield, firm size, retention ratio, and book value per share vary across market contexts 

and sectors. These findings underline the importance of investors and managers 

considering a combination of both financial fundamentals. 

 

 
Figure Ⅰ: The connection between stock price and firm factors. 

Notes: The anticipated correlation between market stock price metrics and firm 

variables is depicted in the above chart. 
 

3. Methods and Hypothesis Development 

3.1 Sample Selection and Data Source 

This research utilizes 10 life insurance companies listed on the DSE. A balance panel 

data structure is maintained, where each company has a complete set of observation 

for each of the variables over the period of 2014 to 2023. Data collection is conducted 

manually to ensure data accuracy and across verification with multiple sources is 

applied when necessary. 

 

3.2 Variable Description 

The former researchers (Nazir et al, 2022; Hanipah's, 2024; Ferniawanet al., 2024; 

Chandrasegaran, 2021; Sari, R., 2021) examine factors such as earnings ratio, price 

earnings ratio, dividend yield, retention ratio, and dividends per share that influence 

the stock prices’ movements. Table 1 presents a summary of the variables: 

 

Table 1: Variables Measurement 
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Serial 

No. 

Variable 

Name 

Variable Definition Sources 

Dependent Variable 

1 

 

Market 

Price Per 

Share 

(MPS) 

The stock price represents the current 

market value of a company's shares, 

reflecting what investors are willing to pay 

for one share at a specific moment. 

 

 

(Amril et al., 

2024) 

Independent Variables 

2 

 

Earnings 

Per Share 

(EPS) 

A company's profitability is measured per 

share using Earnings Per Share (EPS), 

which represents the portion of total profit 

assigned to each individual ordinary share. 

(Luo, Q. 

2022) 

3 

 

 

Price-

Earnings 

(P/E) 

Ratio 

It reflects how much investors are willing 

to invest for each dollar of profit. A higher 

P/E ratio indicates optimism about future 

growth, while a lower P/E ratio might 

suggest the stock is undervalued. 

(Ghaeli, 

2016) 

4 Firm Size 

Firm size, typically assessed by total 

assets, can help compare the profitability 

and market performance between larger 

and smaller companies. 

(Harnovinsah 

et al., 2023) 

5 

 

Retention 

Ratio 

(RR) 

This denotes the part of a company's 

earnings that is kept for reinvestment 

instead of being paid out as a dividend to 

shareholders. 

(Said 

Mohamed 

Gabr and 

Hamed Abd 

Elkhaliq 

Mohamed, 

2024) 

6 

 

Dividend 

Yield 

(DY) 

This is a measure of a company's dividend 

payment in relation to its stock price. The 

yearly dividend is divided by the stock's 

current market price to arrive at this figure. 

(Yuliana et 

al., 2021) 

 

To analyze the impact of the independent variables on stock prices, the study employs 

panel regression analysis using the fixed effects model. The Fixed Effects model is 

preferred due to its ability to handle individual heterogeneity and auto-correction 

across firms and its efficiency in estimating the effects of time-invariant and time-

variant variables. Relevant diagnostic tests, including the autocorrelation, 

heteroscedasticity, and multi-collinearity tests, were performed before choosing the 
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fixed  effects model (Shapiro-Wilk.,1965). The subsequent regression model is 

developed for this study: 

MPS𝑖𝑡=0 + 1EPS𝑖𝑡 + 2P/E𝑖𝑡 +3Size𝑖𝑡+ 4RR𝑖𝑡+ 5DY𝑖𝑡 + 𝜀𝑖𝑡…………..(1) 

Where, 

▪ EPS stands for Earnings per share,   

▪ P/E ratio represents price-earnings ratio,  

▪ Size views for insurance companies’ total assets,  

▪ RR stands for retention ratio, 

▪ DY represents dividend yield and   

▪ MPS stands for market price per share.  

Additionally, t represents time (year), i represent insurance firms and 𝜀 is the error 

term. 

 

3.3 Hypothesis Development 

3.3.1 Earnings per share and Stock price movements 

EPS reflects the profit earned per share, influencing investors’ perception of a 

company’s performance. A high EPS indicates strong returns and shareholder welfare, 

while a low EPS suggests underperformance. (Deni Sunaryo, 2020). Earnings per share 

serve as a primary indicator of a stock’s market price performance. Based on the trends 

and insights provided by EPS, it can assist both current and prospective investors in 

evaluating stock price movement and investment opportunities (Hemadivya, K., & 

Rama Devi, V., 2013). Investors tend to favor shares with steady EPS growth, leading 

to higher demand for such shares. This increased demand boosts their stock prices on 

the exchange. Additionally, changes in EPS significantly influence stock price (Ali, K., 

Chisti, K. A., & Malik, I. A., 2022). Thus, the following hypothesis has been proposed: 

HA: A significant correlation exists between EPS and the market stock price movement 

of Life insurance companies are registered on the DSE. 

 

3.3.2 Price Earnings Ratio and Stock Price Movements  

Companies with higher P/E ratios are often viewed as having more substantial growth 

potential, making them more appealing to investors (Doblas M.P. et al., 2020 & 

Chandrasegaran, 2021). Investor confidence in the company's prospects is reflected in 

a high P/E ratio, which in turn affects the stock price movements (Shen, P. 2000, 

&Goyal & Gupta 2019). Their investigation shows a favorable correlation between the 

price-to-earnings ratio and the share price movements (Nazir et al., 2022; Sharif et al., 

2015). Building on the previous discussions, the following hypothesis is made: 

HB: A significant relationship exists between the P/E ratio and the market stock price 

of life insurance companies are registered on the DSE. 
 

3.3.3 Firm Size and Stock Price 

Firm size is a measure used to categorize a corporation based on several aspects, such 
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as total assets, market capitalization, and log size explained by Zhou, G., Liu, L., & 

Luo, S. (2022). According to Yohana S. and Suhendah, R. (2023), firm size is a 

company's total assets, which might be an indication of influencing profits. (Nazir et 

al., 2022) Gautam and Bista (2019) revealed that the firm size substantially impacts 

stock price movements. The previous discussion led to the following Hypotheses: 

HC:  A strong correlation exists between firm size and the market stock price movements 

of life insurance companies are registered on the DSE. 

 

3.3.4 Retention Ratio and Stock Price  

The converse of the dividend payout ratio is the retention rate, which is the proportion 

of profits reinvested rather than distributed as dividends. Managers must balance 

retention rates, dividend sizes, and reliance on external equity, which impact 

shareholder wealth and fuel the dividend debate. For emerging firms, where 

shareholder returns often follow a J-curve, a high retention rate strongly drives growth, 

as reinvested earnings incur lower opportunity costs than external funding. 

(Emekekwue, P.E. 2008; Dagogo., 2015), Iqbal Khan (2012). Their study found that 

the retention ratio exhibits no statistically significant impact on stock prices. The 

previous discussion led to the following Hypotheses:  

HD: The market share price movements of life insurance firms listed on the DSE is 
significantly correlated with the retention ratio. 

 

3.3.5 Dividend Yield and Stock Price  

A financial ratio called the dividend yield illustrates how much a firm distributes in 

dividends annually in relation to its stock price. The prior study discovered that when 

investors see a high yield due to falling company prices, the dividend yield hurts stock 

price, weak growth prospects, and unsustainable payouts. (Sharif et al., 2015) Their 

previous study found that dividend yield hurts stock price. Building on the previous 

discussion, the following hypothesis is made: 

HE: The market price of life insurance companies listed on the DSE is substantially 
correlated with dividend yield. 

 

4. Data Analysis and Discussion 

4.1 Descriptive Statistics 

Table 2 summarizes the descriptive statistics for the variables examined in this 

research. The data from 10 life insurance companies in Bangladesh spanning 2014 to 

2023 includes the mean, standard deviation, minimum, maximum, skewness, and 

kurtosis for each variable. The average market stock price (MPS) stands at 4.1, with a 

maximum value of 5.08, indicating moderate market stability (standard deviation of 

0.547). Earnings-per-share (EPS) average is 1.777, reflecting the profitability trends of 

these firms. The price-to-earnings Ratio (P/E) average is 2.258 with the near-

symmetrical distribution. The retention ratio (RR) remained stable at around 4.602 

with minimal variation. The dividend yield (DY) averaged 0.915 with moderate 

variation and slight left skew. Overall, the market conditions are stable, with occasional 

fluctuations in earnings and dividends. Logarithmic transformations were applied to 

specific variables to enhance data normality for subsequent analysis. 
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Table 2: Descriptive Statistics 

Variables Obs. Mean 
Std. 

Dev 
Min. Max. 

Skewnes

s 

 

Kurtosis 

 

Market Stock 

Price (MPS) 

100 4.1 0.547 3.292 5.08 0.182 2.185 

Earnings Per 

Share (EPS) 

100 1.777 1.31 -

2.408 

3.386 -1.107 4.169 

Price Earnings 

Ratio (P/E) 

100 2.258 0.931 -

0.057 

3.919 0.116 2.628 

Firm Size (SIZE) 100 9.269 0.908 7.949 10.659 0.143 1.791 

Retention Ratio 

(RR) 

100 4.602 0.003 4.596 4.604 -0.895 2.633 

Dividend Yield 

(DY) 

100 0.915 0.543 0.010 1.683 -0.277 1.853 

Notes: The table presents the mean, standard deviation, minimum, maximum, 

skewness, and kurtosis. Variables include stock price, earnings per share, price-to-

earnings ratio, firm Size, dividend yield, and retention ratio for 10 life insurance 

companies using data from 2014 to 2023. Natural logarithmic transformations were 

applied to these variables- stock price, earnings per share, price-to-earnings ratio, 

firm size retention ratio, and dividend yield- to enhance normality. Additionally, it is 

noted that firm size is measured by the total assets of each respective life insurance 

company. 

 

4.2 Correlation Analysis 

 The correlation matrix is used to examine the linear relationship between the variables 

and ascertain whether there is collinearity between the variables of explanation. Market 

stock price (MPS) shows a moderate and positive correlation with earnings per share 

(EPS) and firm size (SIZE), indicating that firms with higher earnings and larger Size 

tend to have higher stock prices. These results align with the Hu, Z., & Wang, W., 

(2022). Conversely, MPS has a significant negative correlation with retention ratio 

(RR) and dividend yield (DY), suggesting that firms retaining more earnings or 

offering higher dividend yields tend to have lower stock prices that findings support 

the previous study (Shrestha, P. M. 2020, Safi, A., Chen, et al., 2022, Zaini, N. A. I et 

al., 2024). The price earnings ratio (P/E) is strongly negatively correlated with EPS, 

implying that higher earnings per share are associated with lower P/E ratios. 

Additionally, P/E negatively correlates with firm size and dividend yield. These results 

are consistent with (H. 2023 and Giri, D. B. 2024). Moreover, Table 3 demonstrates no 

multicollinearity issue since the correlation coefficient between the variables is greater 

than 0.80. Additionally, the variance inflation factor (VIF) test assessed the level of 

multicollinearity between the independent variables. The test revealed a mean VIF of 

2.52, well below the threshold of 10 (commonly used as a rule of thumb), confirming 

the absence of multicollinearity. (Hair et al., 2010). 

 

Table 3: Correlations Matrix 
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Variables MPS EPS P/E SIZE RR DY VIF 

Factor 

Market Stock 

Price (MPS) 

1      - 

Earnings Per 

Share (EPS) 

0.400*** 1     4.73 

Price Earnings 

Ratio (P/E) 

-0.114 -0.875*** 1    4.61 

Firm Size 

(SIZE) 

0.480*** 0.321** -0.308*** 1   1.13 

Retention 

Ratio (RR) 

-0.212** -0.140 0.101 -0.120 1  1.11 

Dividend Yield 

(DY) 

-0.348*** 0.086 -0.223** 0.057 -0.037 1 1.03 

Statistically Significant *p<0.10, **p<0.05, *** p<0.01; t statistics are enclosed in 

parentheses. 

Notes: The table shows the Pearson's correlation coefficients between the variables 

under study. Data from 10 DSE-listed life insurance firms from 2014 to 2023 were used. 

Additionally, the variance inflation factors (VIF) mean is 2.52. 

 

4.3 Results of Regression Analysis 

Three models were estimated: Pooled OLS, random effects (RE), and fixed effects 

(FE). Based on the Hausman test (χ² = 51.30, p < 0.001), the fixed effects model was 

selected as the most appropriate due to the presence of firm-specific unobserved 

heterogeneity (Bellio, R., & Grassetti, L. 2024). Fixed effects panel regression analysis 

is used to examine the factors impacting the share price of the life insurance industry 

registered on the DSE. The pooled OLS and random effect model were proposed in 

addition to the study above. In this case, market price per share is an independent factor, 

while earnings per share, price-earnings ratio, firm size, retention ratio, and dividend 

yield are the dependent variables. 

The diagnostic tests for panel data analysis, including normality, multicollinearity, 

autocorrelation or serial correlation and heteroscedasticity issues have been examined. 

Therefore, the ‘robust standard error’ method was applied to all models to address and 

overcome heteroscedasticity issues. The results of the panel data analysis are presented 

in Table 4 below: 

 

 

 

Table 4: Factors Effect of Stock Prices Movements 

Variables Model-I 

Pooled OLS 

Model-II 

Random Effect 

Model-III 

Fixed Effect 
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Model Model Model 

Earnings Per Share 

(EPS) 

0.433*** 

(4.60) 

0.407*** 

(4.88) 

0.134*** 

(2.66) 

Price Earnings 

Ratio (P/E) 

0.513*** 

(5.27) 

0.49*** 

(7.10) 

0.232*** 

(3.20) 

Firm Size (SIZE) 0.251*** 

(4.94) 

0.253*** 

(3.21) 

-0.019 

(-0.20) 

Retention Ratio 

(RR) 

-24.888* 

(-1.69) 

-21.02 

(-1.01) 

11.909 

(0.97) 

Dividend Yield 

(DY) 

-0.274*** 

(-3.25) 

-0.251*** 

(-2.92) 

-0.019 

(-0.31) 

Constant 114.618* 

(1.69) 

96.883 

(1.01) 

-51.198 

(-0.91) 

F-Stat/Chi 42.239 538.93 32.659 

Adj-R2 0.6345 0.634 0.843 

No. of 

Observations 

100 100 100 

Statistically Significant *p<0.10, **p<.05, ***p<0.01; T statistics are enclosed in 

parentheses  

Notes:  The table presents the results of factors influencing stock prices of DSE-listed 

life insurance companies in Bangladesh, based on data from 10 life insurance firms 

from 2014 to 2023. Models 1, 2, and 3 represent the findings of the pooled OLS, random 

effects and fixed effects model and its corresponding results, respectively. Due to the 

presence of heteroscedasticity issues, the ‘robust standard error’ method was applied 

to all models. 

 

Regression study shows that earnings per share (EPS) and share market price have a 

significant positive relationship supporting hypothesis HA across all models. According 

to the fixed effects model, the market price increases by 0.13% for every 1% increase 

in EPS (t = 2.66, p = 0.009).A greater EPS indicates better performance to investors. 

EPS measures a company's profitability per share. When making selections about 

investments in life insurance companies in Bangladesh's emerging capital market, 

investors frequently consider EPS. This result is consistent with their findings 

(Lamichhane, S., & Rai, S. 2021, Usman, B., Lestari, H. S., & Sofyan, S. 2021). 

The price-earnings ratio (P/E) has a considerable positive influence on the market price 

of shares in all model regression results, confirming hypothesis HB. The (FE) model’s 

coefficient, 0.232 (t = 3.20, p = 0.002), shows that greater share prices correlate with 

higher investor valuation. According to this connection, market players are prepared to 

pay more for the possibility of growth and it has also observed by some other 

researchers (Putri, N. K. et al., 2023). On the other hand, Shen, P. (2000) found that the 
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P/E ratio significantly negative impacted the market, most likely because high P/E 

ratios raise questions about overvaluation and the durability of high stock prices with 

earnings. 

The regression analysis demonstrates that firm size is significant in Pooled OLS and 

RE models, but firm Size becomes insignificant in the FE model. The coefficients (FE) 

for firm size -0.019 (t = -0.20, p = 0.845), leading to rejection of HC. This implies that 

after controlling for unobserved firm-specific effects, size does not explain within-firm 

price variation. These findings align with their research (Akram, T. et al. 2021, Xie, 

H., & Xie, J. 2023 Tarek A.H.O et al. 2023).  

The Hypothesis HD, which suggests there is a statistically insignificant connection 

between the retention ratio and the market price of the share, is supported by the all-

regression model’s analysis except marginally in pooled OLS (p = 0.095), suggesting 

no robust effect on the stock price. The coefficient in (FE) effects is 11.909, (t = -0.97, 

p = 0.095), indicating no reliable relationship with the market price. As a result, HD is 

supported. It suggests that short-term return variability does not explain stock price 

fluctuations in life insurance companies. (Innocent, O. et al.,2020 and Al Ali et 

al.,2024) they have also observed similar results. 

The regression results indicate that dividend yield has a negative coefficient, 

significant in RE and OLS models, but an insignificant coefficient for dividend yield 

(FE) -0.19 (t= -0.31, p = 0.755). The sign may reflect investor preference for capital 

gains over dividends in emerging markets in Bangladesh. Hence, HE is rejected under 

the FE model. The outcome is supported by the existing literature (Usma,B. et al.,2021 

, Bhatta, S., & Duwal, B. R. 2021 and Alhafizh, A. et.al 2023). 

Overall, the findings of the regression analysis demonstration that the profitability i.e. 

earnings per share (EPS) and the price-to-earnings ratio are significant factors 

influencing the share price movements of the life insurance industries. Metrics 

pertaining to dividends are not very important, and nether are company size or retention 

percentage. 

 

5. Conclusion 

The study highlights that certain financial indicator specific to individual firms like 

earnings per share (EPS), price-to-earnings (P/E) ratio, firm size, retention ratio, and 

dividend yield-play a key role in determining the stock prices of life insurance 

companies registered on the Dhaka Stock Exchange (DSE). The significant influence 

of EPS and P/E ratios emphasizes how crucial profitability and anticipated future 

growth are to drawing in investors and influencing market price movements. In 

contrast, while essential for internal financial health, metrics such as firm size, 

dividend yield and retention ratio appear to have no impact on investor decisions and 

stock valuation of listed life insurance companies on the DSE. For sustainable growth 

and improved market positioning, life insurance companies should prioritize boosting 

profitability, adopting stable dividend policies, and maintaining transparency in 

financial reporting to enhance investor confidence. Companies can improve their 

attractiveness to investors by focusing on these areas, potentially increasing stock 

demand and stability in a competitive capital market. These insights may serve as 

valuable guidelines for the listed life insurance companies on the DSE, helping them 
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navigate the evolving financial landscape in Bangladesh. 

In addition, substantial effect of EPS and the P/E ratio stock prices emphasizes the 

importance of transparency and effectively communicating growth prospects to 

investors. Competitive authority may encourage or mandate better disclosure practices 

so that investors can access reliable details about company performance, growth 

trajectory and profitability. In addition, they might also encourage dividend policies 

that balance satisfying investor preferences for growth and providing reasonable 

returns. For companies, the negative association between dividend yield and stock 

price implies that investors might prefer firms that reinvest earnings. In this regard, 

companies could consider investing part of their profits into the business to fund 

growth, which may enhance their market valuation.  

However, there are so few life insurance businesses registered on the Dhaka Stock 

Exchange (DSE) and consequently, the sample size is small. As this reason, the results 

may not be as applicable to the whole insurance industry. Further, though the stock 

market in Bangladesh is, at most, semi-strong or weak-form efficient, the analysis 

makes the assumption that stock prices represent the firm's fundamentals.  As a result, 

changes in financial indicators may not be fully or immediately reflected in prices. 

Future studies could extend this research by including additional variables, such as 

macroeconomic indicators that are interest rates, inflation, exchange rates which may 

further explain stock price movements. A comparative study between the life insurance 

and other financial sectors could also shed light on sector-specific factors affecting 

stock prices. Additionally, a dynamic panel data model could help captures potential 

time-based effects and further clarifies causal relationships in the data. 
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