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Abstract

This study investigates effect of earnings, cash flows and dividend yield on returns of
stocks in service industry using quarterly data between 2015-2019 and estimates relationship
using Pooled OLS, Fixed Effect and Random Effect regressions, considering both symmetric
and asymmetric relationships. Results reveal that, on average, returns of stocks in service
industry was -0.57% per quarter, earnings-to-price ratio was -0.0007, cash flows-to-price ratio
was 0.0186 and dividend yield was 1.93%. Results on both symmetric and asymmetric
relationships show that dividend yield is statistically negatively affect stock returns. In addition,
size, which is a controlled variable, is positively affect stock returns. When business sector is
taking into account, dividend yield is still only a factor that impact stock returns for all business
sectors except for professional services sector. Also, cash flows-to-price ratio negatively affects

stock returns for media and publishing sector.

Keywords : Earnings, Cash Flows, Dividend Yield
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A13097 4 Wan1suszanaA1AdNaNRus luguuuuliausnnsaaeds Pooled OLS, Fixed Effect

way Random Effect

Pooled OLS Fixed Effect Random Effect
Coefficient S.E. Coefficient S.E. Coefficient S.E.
EP_PLUS -0.4509*** 0.164 -0.1098 0.172 -0.4461 % 0.166
EP_DUM -0.0598*** 0.013 -0.0101 0.016 -0.0548*** 0.014
CP_PLUS -0.0059 0.014 0.0032 0.014 -0.0061 0.015
CP_DUM -0.0222 0.017 -0.0066 0.019 -0.0221 0.018
DP_PLUS -0.0136*** 0.002 -0.0128*** 0.004 -0.0146%** 0.003
DP_DUM 0.0109 0.013 0.0784%** 0.020 0.0134 0.014
LnSize 0.0084*** 0.003 0.1509%** 0.014 0.0110%** 0.003
DE -0.0010*** 0.000 -0.0003 0.000 -0.0010%** 0.000
Constant -0.1493** 0.067 -3.4271% 0.320 -0.2096 0.077
F/Wald Chi® F=15.82 F= 28.89 Wald Chi’=121.16
R-Sguare 0.0575 0.0247 0.0608
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farsananuduiusidusisningsia 15197 5 uaamanisussunamAuFuusT MR NN
ganalagldnsussanaaianuduiusuuy Fixed Effect

Nan1sUsEANUAlUANS197 5 wuan ans1dudunadrnyuduiustuiansauiuens
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EP 0.8189 0.88384 0.4394 2.8502 -0.0797 -0.0119
(0.800) (1.718) (0.293) (4.324) (0.455) (0.103)
Ccp -0.0284 0.1186 -0.5112** -2.6898 0.0198 0.0060
(0.027) (0.084) (0.249) (4.251) {0.016) (0.011)

DP -0.0235% -0.0789%** -0.0136% 0.0219 -0.0297*** -0.02447**
(0.006) (0.016) (0.004) (0.022) {0.011) (0.007)

LnSize 0N A% 0.0946%* 0.0849%** 0.1278 0.2155%** 0.1845%**
(0.028) (0.044) (0.022) 0.121) (0.048) (0.032)
DE 0.0153 0.0636 -0.0002 -0.2399 0.0271%* 0.0016
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R-Square 0.0402 0.0131 0.0238 0.1341 0.0055 0.0324
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