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It is clear that dividend policy is one of the most significant corporate financial decisions and its
crucial role in influencing shareholders' wealth, firm value, investment decision, and financial
sustainability is well recognized. Many studies have investigated the factors that influence
dividend policy, but there is little empirical evidence that could compare the dividend payout
behaviour of Islamic and conventional banks in the same institutional setting. This study aims to
explore the financial factors affecting dividend policy and to make a comparative study of Islamic
and conventional banks of Pakistan. The study employs unbalanced panel data from 2015 to 2025
in the analysis of the effect of profitability, liquidity, leverage on dividend payout decisions and
firm size. Panel regression methods are used to estimate the relations amongst controlling for the
heterogeneity of banks. The results suggest some differences between the banking systems in the
determinants of dividend policies. There are positive relationships between profitability and firm
size and dividend payouts, and a negative relationship between leverage and dividend
distribution. Moreover, Islamic banks have more conservative dividend policy than conventional
banks, which are attributable to the effect of Shariah governance, prudent capital usage and
profit-and-loss sharing principles. The results of this study enrich the corporate finance and Islamic
banking literature with new comparative evidence from an emerging economy with a dual
banking system. The findings have implications for investors, bank managers, regulators, and
policies who are interested in developing dividend strategies.

Keywords: Dividend Policy; Islamic Banking; Conventional Banking; Financial Determinants; Panel Data
Analysis; Corporate Finance; Pakistan.

1.1.1 1. Introduction

1.1.2 Dividend policy is one of the most fundamental financial decisions that a corporate firm makes since it decides the percentage of its earnings to distribute

to the shareholders and the amount it plans to retain for future investment. The question of dividend policy has been a major topic in corporate finance since Miller and

Modigliani (1961), and their seminal paper has given rise to much research in both the theoretical and empirical areas of corporate finance, focusing on the causes and

consequences of dividend policy. The dividend distribution has an impact on shareholder wealth, market valuation, investment, financing, and corporate governance. As

such, it is essential for investors, managers, regulators and policy makers to understand what influences the dividend policy.

1.1.3 The banking sector is an important case to consider in the study of dividend policy for banks play a very significant role in the financial intermediation,

economic growth and financial stability. Banks are subject to stricter capital requirement, liquidity management, risk exposure and prudential supervision rules than non-

financial companies. The decision to divide makes more than just shareholder returns, it must also be made with the aim to comply with regulations, to ensure financial
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strength, and to ensure sustainable business growth. The global financial crises have also made prudent dividend policies even more relevant, particularly in emerging

economies where banking systems are very vulnerable to macroeconomic and financial shocks.

1.1.4 Pakistan's institutional environment is interesting for studying dividend policy as it has both Islamic and conventional banks. While conventional banks

carry out their intermediation business by means of interest-based lending and borrowing, Islamic banks practice their intermediation business in accordance with the

principles of Shariah, which forbid interest (Riba), undue uncertainty (Gharar) and speculation (Maysir). Rather, Islamic banking adopts an asset-backed financing

approach, a profit-and-loss sharing system, an ethical investment practice and an equitable wealth distribution policy. All such differences can be seen to impact banks'

financing decision, their capital structures, risk management and corporate governance frameworks which can impact their dividend policy.

1.1.5 Islamic banking industry has grown by leaps and bounds in the last 20 years and has emerged as an important and significant player in the financial

landscape of Pakistan. State Bank of Pakistan reports that the share of Islamic banking in the banking sector keeps growing as a result of growth in deposits, financing

and network of branches. This growth has attracted significant attention from the academic community on the question of whether Islamic financial institutions (IFIs) are

different from conventional financial institutions (CFIs) regarding profitability, efficiency, risk management, governance, and financial performance. However, little

research has been done on whether these institutional differences manifest themselves in a distinct dividend payout policy.

1.1.6 Traditionally, there have been three theories that explain dividend policy. Under perfect conditions of the capital market, the Dividend Irrelevance Theory

suggests that dividend policy has no impact on the firm value. In reality, however, taxes, agency issues, transaction costs, and the lack of information in the market make

it economically meaningful to make dividend decisions. The Bird-in-the-Hand Theory states that current dividends are worth more because they reduce uncertainty of

future returns. According to Signaling Theory, dividend changes are signals of management's expectations regarding future profitability; Agency Theory states that

dividend payments reduce agency problems between managers and shareholders because there is less free cash flow for managements to use for discretionary

investments. All of these theories point to a relationship between dividend policy and financial performance and managerial incentives.

1.1.7 There is an increasing amount of empirical evidence suggesting that profitability, liquidity, leverage, and firm size are important factors on which dividend

policy depends. The more successful companies tend to have more money to throw into dividends, but keep investing. A company's liquidity position is more certain if it

has a better liquidity structure, so that it can make regular cash payments in economic uncertain times. By contrast, highly leveraged companies often keep earnings as

cash to pay debts and keep their finances fluid. Dividend policies are more stable in larger firms because of diversified operations, lower risk of firms, and availability of

external capital markets. In contrast, while studies on these relationships in conventional banking have been rather extensive, empirical evidence in Islamic banking is still

limited and results are not consistent.

1.1.8 Most studies done in Pakistan have focused on Bank's profitability, financial performance, efficiency, or corporate governance and have not focused

directly on the comparison of dividend policies between Islamic and conventional banks to any great extent. There is also a lack of existing studies that compare the

behavior of both Islamic and conventional banks, which is important to provide some clarity on whether the differences in institutions affect the dividend behavior under

similar economic and regulatory environments. In addition, the banking sector in Pakistan has undergone several structural changes in the last few years, ranging from

recovery from the impacts of the pandemic, to changes in regulation, and expansion in Islamic banking, which require new empirical evidence using the latest financial

data.

1.1.9 The aim of the present study is to fill these gaps which are examined in the context of financial determinants of dividend policy in dual banking system in

Pakistan. In particular, this study examines the effect of profitability, liquidity, leverage and firm size on dividend policy and compares dividend policy of Islamic and

conventional banks listed on the Pakistan Stock Exchange during 2015-2025. The study combines the existing dividend theories with the institutional aspects of Islamic

banking to get a wider picture of the effect of financial and governance factors on corporate payout decisions.

1.1.10 The study builds and adds to the body of knowledge in several significant ways. It offers new empirical findings regarding dividend policy based on more

recent panel data from the dual banking system of Pakistan. Second, it contributes to the corporate finance literature in the sense of introducing the institutional aspect
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of the Islamic banking into the study of dividend policy. Third, it examines the extent to which the traditional factors affect the dividend decision of Islamic and

conventional banks differently. Last but not least, the results provide implications for investors considering investments in banking stocks, managers planning

sustainable dividend policies, banking regulators fostering financial stability, and banking policymakers in charge of improving the governance of the financial system.

1.1.11 The rest of the paper is organized as follows. In Section 2, the theoretical and empirical literature is reviewed, and the research hypotheses are developed.

The research methodology, sources of data, measurement of the variables and the econometric models are described in Section 3. A discussion of the results and the

empirical findings is given in Section 4. This last part summarizes the study, provides practical implications, recognizes limitations, and suggests directions for future

research.

1.1.12 The study answers the following research questions:

1.1.13 2. Is there a significant difference between the dividend payout policies of Islamic and conventional banks in Pakistan?

1.1.14 2. Capital structure, profitability, liquidity and size of the corporate affect dividend payout decisions of listed banks in Pakistan.

1.1.15 The literature review and hypotheses Development.

1.1.16 Theoretical Foundation

1.1.17 He has long been the focal point of corporate finance research due to its role in shaping a firm's internal financing decisions. There are several

complementary theories that try to offer explanations as to why firms pay out dividends, and as to how investors make sense of dividend decisions.

1.1.18 According to the Dividend Irrelevance Theory (Miller and Modigliani, 1961), dividend policy has no effect on firm value in a perfect capital market with no

taxes, no transaction costs, no agency problems, and no information asymmetry. This proposition will serve as an important theoretical yardstick, but the assumptions it

makes are not often met in real life. Therefore, researchers of the following studies recognize that dividend policy is a value-relevant corporate decision in imperfect

markets (Baker et al., 2022; Brealey et al., 2023; Damodaran, 2023).

1.1.19 According to the Bird-in-the-Hand Theory, investors will prefer cash dividend payments to uncertain future capital gains because cash dividends imply

reduced investment risk (Gordon, 1963; Baker & Weigand, 2015). Investors are more confident in firms that can pay the same dividend yields over time, and there is less

uncertainty about their dividend payments.

1.1.20 According to the Signaling Theory concept, dividends are a form of communication that provides managers with an insight into the private information

regarding future earnings and financial prospects. Managers' superior information about firm performance means that positive dividend changes are seen as positive

indications of future profitability, while negative dividend changes are seen as negative indicators of financial weakness (Bhattacharya, 1979; Baker et al., 2022).

1.1.21 The Agency Theory also states that dividend payments will help avoid conflicts between managers and shareholders, because they will have less free cash

flow to use for their own discretion. Increased shareholder returns from dividend payments help to eliminate inefficient investments and minimize agency costs, thus

aligning managerial actions with shareholder interests (Jensen, 1986; Brealey et al., 2023).

1.1.22 The principles of Islamic finance support these conventional theories. Islamic banking is based on Shariah law, which is completely different from the

current banking system in that it forbids interest-based transactions (Riba), excessive uncertainty (Gharar), speculative activities and encourages profit-and-loss sharing,

ethical investment, transparency and social responsibility. Thus, in addition to the financial performance, Shariah governance, capital preservation, and equitable wealth

distribution have a role to play in the dividend decision of Islamic banks. Some of these institutional features may foster more conservative dividend policies compared to

conventional banking institutions (Iqbal & Mirakhor, 2011; Islamic Financial Services Board, 2023; AAOIFI, 2024).

1.1.23 Empirical Literature

1.1.24 The empirical study confirms that the key factors of dividend policy are profitability, liquidity, leverage, and firm size. However, the strength of these

associations and their direction differ by country, industry and institutional context.
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1.1.25 Profitability is always the best predictor of dividends. These companies with higher earnings have more resources to pay dividends to shareholders and

also invest in the future. Consistent with this, recent international evidence shows that firms with high profitability tend to pay out more and more consistently on

dividends, especially in regulated financial firms (Baker et al., 2022; Khan et al., 2023; VO & Nguyen, 2024).

1.1.26 Liquidity is also a key determinant as the payment of dividends depends on cash resources, not just accounting profits. In other words, the liquidity of a

firm reflects its ability to meet a required dividend payment, a characteristic which it is more likely to have during periods of uncertainty when financing constraints are

more likely to arise. Although the relationship between liquidity and dividend policy is still positive, it has been reported to be different by different studies, depending on

institutional characteristics (Al-Najjar & Kilincarslan, 2024; Vo & Nguyen, 2024).

1.1.27 Typically dividend policy is negatively affected by leverage, since the highly leveraged company is more concerned with paying dividends to shareholders,

complying with regulations, and having financial flexibility. Financial risk and earnings retention (dividend payouts) both tend to be lower the higher the leverage. This

negative correlation has been consistently observed in developed and emerging markets (Baker et al., 2022; Brealey et al., 2023; Nguyen & Bui, 2024).

1.1.28 Another factor regarded as important in deciding dividend policy is the size of the firms. The larger the firm, the more diversified its operations, the more

positive its cash flows, the less volatile its earnings, and the more readily available it is to external financing. These traits help them to offer more stable yields and lower

financial risk. The general evidence suggests that there is a relationship between the size of the firm and the dividends paid (Baker et al., 2022; Khan et al., 2023; Al-Najjar

& Kilincarslan, 2024).

1.1.29 In contrast to the extensive research conducted in the conventional banking sector, there is only limited research on Islamic banks to date. Prior research

indicates that Islamic banks tend to keep more of their profits due to the principles of risk sharing, capital adequacy and Shariah governance. As a result, Islamic banks

could have a relatively conservative dividend policy than conventional banks in an interest-based financial system (Farooq & Ahmed, 2022; Islamic Financial Services Board

(IFSB), 2023; AAOIFI, 2024).

1.1.30 Despite its increased popularity, there are still a number of gaps in the research on Islamic finance. First, there are relatively few studies that compare the

determinants of dividend policy of Islamic and conventional banks within the same institutional environment. Second, the available evidence in Pakistan is also sparse and

much of it is pre-dates the structural transformation that the banking industry had gone through during the post-pandemic era. Thirdly, few studies use more recent

longitudinal data that can reflect dividend behavior over time. The gaps suggest that a detailed comparative study of dividend policy of Pakistani banks should be

conducted for years 2015-2025.

1.1.31 Hypotheses Development

1.1.32 Profitability and Dividend Policy

1.1.33 Profitability offers the financial resources to pay out dividends and allows for sufficient retained earnings for investments and regulatory requirements. In

signaling theory, profitable companies tend to pay out dividends to signal their financial strength and ability to generate profits in the future. Previous studies have

shown a consistent positive link between profitability and dividend payments for financial institutions (Baker et al., 2022, Brealey et al., 2023, Khan et al., 2023).

H1: Profitability has a positive and significant effect on dividend policy.
Liquidity and Dividend Policy

Cash is a crucial requirement rather than accounting profit for dividend payments. Companies on a more liquid basis can pay off their short-term debts and
continue to pay out their dividends regularly. Liquidity, therefore, helps a firm to maintain stable dividend payments, especially in times of economic uncertainty (Al-Najjar
& Kilincarslan, 2024; VO & Nguyen, 2024).

H2: Liquidity has a positive and significant effect on dividend policy.
Analyze the Leveraged and Dividend Policy.
Leverage adds to the obligations of the company and decreases the ability to pay a dividend to shareholders. Higher debt companies tend to keep more profits to

pay interest, regulatory obligations, and other financing requirements. Another option to reduce agency conflicts is debt and dividends, as suggested by agency theory.
Thus, it is predicted that an increase in leverage will lead to a decrease in dividend payments (Baker et al., 2022; Brealey et al., 2023; Nguyen & Bui, 2024).

H3: Dividend policy is negatively and significantly impacted by leverage.
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Firm Size and Dividend Policy
Larger companies tend to have more consistent earnings, more diversified revenue streams, a better reputation and better access to capital markets. These

attributes lower financial limitations and make steady dividend payments possible. Hence, the hypothesis that firm size has a positive effect on dividend policy (Baker et
al., 2022; Khan et al., 2023; Al-Najjar & Kilincarslan, 2024) is proposed.

H4: There is positive and significant relationship between firm size and dividend policy.
Islamic Banking and Dividend Policy
Islamic banks are banking institutions that are established according to Shariah principles that include profit and loss sharing, ethics in investment, prudence in

capital handling and meeting Shariah governance requirements. These institutional attributes help to incentivize higher earnings retention for financial resilience and
regulatory capital needs. Hence, the dividend policies of Islamic banks will be relatively conservative in comparison to conventional banks (Farooq & Ahmed, 2022; Islamic
Financial Services Board, 2023; AAOIFI, 2024).

H5: The dividend pay-out ratios of Islamic banks are much lower than that of conventional banks.
ResearchMethodology
The research philosophy used in this study is positivist research philosophy because in this study it is desired to analyze the relationship between financial

variables that can be measured and the policy of dividends based on objective and empirical data. The study is based on the positivist paradigm, which uses a quantitative
research design and deductive approach to test the testing hypotheses, which are formulated based on the existing dividend policy theories and the previous empirical
literature. This suitability is especially suitable for quantitative methods as it allows for the statistical analysis of causal relationships among the financial variables and the
comparison between Islamic and conventional banking institutions.

The study uses a longitudinal panel research design which is a combination of the cross sectional and time series observation. There are also merits of using panel
data over pure cross-sectional or time-series analysis including higher level of variation, higher degree of freedom, lower degree of multicollinearity, and increased
efficiency of estimation. Furthermore, panel techniques adjust for unobserved bank-specific characteristics which do not change over time and thus allow more precise
estimates of the coefficients.
Population, Sample and Data Collection
All commercial banks of Pakistan in the study period are included. The sample comprises Islamic and conventional banks that have been in continuous operations and
issued full audited financial statements for the period 2015-2025. To ensure consistency in the panel data, banks with financial information that was missing or the annual
reports that were incomplete were not included.

Secondary financial data were gathered from audited annual reports of individual banks, publications of State Bank of Pakistan (SBP), Pakistan Stock Exchange
databases and banks' corporate disclosures. The data sources are reliable and publicly accessible financial data sources that are used widely in empirical banking research.

The study period is eleven years (2015 to 2025) which means that the effect of changes in dividend policy before and after major regulatory and economic changes
that have occurred in the banking sector of Pakistan have been captured.
Variables and Measurement

1.1.34 Dividend policy is measured as the dependent variable which is the Dividend Payout Ratio (DPR) that is defined as the ratio of total cash dividends to net

earnings after tax. Based on dividend policy theory and previous empirical research, four financial characteristics are deemed to be explanatory variables.

1.1.35 Variable Symbol Measurement

1.1.36 The dividend payout ratio is used to calculate DPR.DPR is calculated using the dividend payout ratio.

1.1.37 Profitability ROA Net Profit / Total Assets

1.1.38 Liquid Assets / Total Assets: Liquidity LIQ

1.1.39 Leverage is the total liabilities/total assets. Total liabilities / total assets = leverage.

1.1.40 Natural Logarithm of Total Assets SIZE Firm Size

1.1.41 3.4 Econometric Model

1.1.42 The determinants of dividend policy are investigated by estimating the following baseline panel regression model:

1.1.43 [

1.1.44 DPR_{it}=\beta_0+\beta_1ROA_{it}+\beta_2LIQ_{it}+\beta_3LEV_{it}+\beta_4SIZE_{it}+\beta_5IB_{it}+\varepsilon_{it}

1.1.45 ]

1.1.46 where:

1.1.47 DPR_{it} = Dividend payout ratio of bank i in year t;
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1.1.48 o (ROA_{it}) = Profitability;

1.1.49 o (LIQ_{it}) = Liquidity;

1.1.50 o (LEV_{it}) = Leverage;

1.1.51 o (SIZE_{it}) = Firm size;

1.1.52 o (IB_{it}) = Dummy variable for Islamic banks (1 = Islamic bank; 0 = Conventional bank);

1.1.53 o (\varepsilon_{it}) = Error term.

1.1.54 A method of estimating panel data

1.1.55 The empirical analysis process started with descriptive statistics and Pearson correlation analysis to describe the characteristics of the study variables. A

panel regression analysis is then conducted to assess the impact of profitability, liquidity, leverage and firm size on dividend policy.

1.1.56 Both Fixed Effects (FE) and Random Effects (RE) models are estimated. The Hausman specification test is used to find the best estimator. When the null

hypothesis in the Hausman test is rejected, the Fixed Effects model is chosen because there are correlated bank-specific effects that are correlated with the explanatory

variables. If not, then the Random Effects estimator is used.

1.1.57 Diagnostic and Robustness Tests

1.1.58 There are a number of diagnostic tests performed to ensure the validity and reliability of the regression estimates. The Variance Inflation Factor (VIF) is

used to test for the presence of any multicollinearity between the explanatory variables; values below 10 are not serious multicollinearity. The Modified Wald test is used

to investigate Heteroskedasticity and the Wooldridge test for panel data for serial correlation. The CD test by Pesaran regression is used to test the presence of cross-

sectional dependence.

1.1.59 Heteroskedasticity-robust standard errors are used to improve the robustness of the results. Other model specifications are also estimated to check

stability of the regression coefficients and consistency.

1.1.60 Descriptive Statistics

1.1.61 The descriptive statistics of the Islamic and conventional banks are shown in Tables 4.1 and 4.2 respectively. The results show that there are certain

differences between the two banking systems in terms of dividend payout behavior and financial characteristics.

1.1.62 The average dividend payout ratio for the Islamic bank is 42.52% (Mean = 0.4252; SD = 0.0251), compared with 47.24% (Mean = 0.4724; SD = 0.4296) for the

conventional bank. This discovery indicates that conventional bank has a more liberal dividend policy than Islamic bank, as a higher ratio of earnings per share is paid out

in dividends to shareholders while the Islamic bank has a more conservative dividend policy, leaving a larger fraction of profits in the bank. This is aligned with Islamic

finance principles that prioritize careful management of capital, sharing of risk, and adherence to Shariah governance standards.

1.1.63 The current ratio is higher for Islamic bank (1.1912) than conventional bank (1.1009), suggesting that the liquidity position of Islamic bank is relatively

stronger than the conventional bank to pay its short-term financial obligations. The Islamic bank continues to pay out lower dividends despite this improved liquidity

situation, suggesting that available liquidity does not necessarily translate to increased dividend payments.

1.1.64 In terms of financial leverage, both banks have a similar debt to equity ratio (DEQ) of 0.1863 on the Islamic bank and 0.1851 on the conventional bank,

indicating that the banks have similar finance structures. Similarly, the debt/asset ratios are high for the two institutions (0.9433 and 0.9287, respectively) accounting for

the liability intensive nature of banking activity. The debt-to-assets ratio for the Islamic bank is relatively small with a small standard deviation, suggesting that the capital

structure of Islamic banks were stable during the study period.

1.1.65 The Islamic bank also has a higher average net profit margin (40.29%) than the conventional bank (36.90%) indicating better profitability on average for the

Islamic bank during the study period. However, it has a lower dividend payment ratio which means that more of the earnings are reinvested in the business instead of
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paid out to shareholders. The general picture that emerges from the descriptive statistics is that Islamic bank has better liquidity and profitability, while conventional

bank has adopted a more conservative dividend policy.

1.1.66 Regression Analysis

1.1.67 Results of the OLS regression of the Islamic bank are reported in Table 4.3. The results reveal that dividend payout is positively and significantly related to

debt-to-equity ratio with the estimated coefficient of β = 0.350 and the p value is 0.050, implying that increase in capital structure is associated with increase in dividend

payment. This finding implies that even though the Islamic bank is moderately dependent on debt financing, it has enough financial ability in terms of financial capacity to

pay its dividends.

1.1.68 The current ratio (β = −0.005, p = 0.276) and net profit margin (β = −0.062, p = 0.153) show negative and statistically insignificant relationships with dividend

payout, suggesting that neither liquidity nor profitability has a significant effect on dividend payout during the period under study. In the same way, the debt-to-assets

ratio (β = 0.021 and p = 0.965) does not have a statistically significant impact on the dividend policy.

1.1.69 The regression model has an R² of 0.608 which means that about 60.8% of the variation in payout per dollar of total dividend payment is explained by the

selected financial variables. This degree of explanatory power implies that the model explains a large part of the variation in dividend policy in the Islamic bank and the

remaining variation might be explained by other bank specific characteristics, corporate governance practices, macroeconomic factors and/or regulatory factors not

explained by the model.

1.1.70 In summary, the empirical results suggest that capital structure plays the most significant role in explaining dividend policy of Islamic banks while the other

factors (liquidity and profitability) do not significantly influence the dividend policy. The results corroborate the notion that the dividend decisions in Islamic banking are

not driven solely by financial performance but also by the processes of prudent capital management and institutional structure of Sharia-compliant financial institutions.

1.1.71 Regression Results

1.1.72 The results of the OLS regression estimates for the Islamic Bank and the conventional bank are shown in tables 4.3 and 4.4 respectively. The findings

indicate significant variations in some of the determinants of dividend policy between the two banking systems.

1.1.73 The Islamic bank has only one variable that has statistically significant positive relationship with dividend payout and that is the debt-to-equity ratio (β =

0.350, t = 2.03, p = 0.050). This finding suggests that the dividend distribution is positively related to changes in the capital structure of the bank, indicating that the bank

is in good financial condition to pay dividends in spite of a moderate debt financing dependence. In contrast, the current ratio (β = −0.005, p = 0.276), debt-to-assets ratio

(β = 0.021, p = 0.965), and net profit margin (β = −0.062, p = 0.153) do not significantly influence dividend payout decisions. The current ratio and net profit margin

coefficients are negative, but not statistically significant. The model has an R² value of 0.608, meaning that about 60.8% of the variation in dividend payout is explained by

the set of explanatory variables, and the rest of the variation may be due to variables not in the model.

1.1.74 In the conventional bank, all of the explanatory variables are not significant in this model at 5% level. The current ratio (β = 2.483, p = 0.545) and debt-to-

equity ratio (β = 3.089, p = 0.667) have positive but insignificant relationship with dividend payout. On the other hand, debt-to-assets ratio (β = −5.394, p = 0.621) and net

profit margin (β = −8.327, p = 0.414) have negative but insignificant relationship with dividend payout. This implies that the dividend policy of conventional banks is not

driven mainly by their liquidity, leverage and profitability in the period under consideration. This model has moderate explanatory power accounting for 53.0% of the

variation in dividend payout (R² = 0.530).

1.1.75 The overall comparative analysis shows that there are differences in the determinants of dividend policy in Islamic banking and conventional banking.

Capital structure (D/E) has a significant impact on dividend in the Islamic bank while none of the selected financial ratios has significant impact on the dividend policy in
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the conventional bank. Moreover, the results of the descriptive statistics show that the Islamic bank pays a lower percentage of dividends compared to conventional

bank, thereby justifying the fact that Islamic banks have relatively conservative dividend policies due to their governance in accordance with the Shariah, capital

management and their sustainability. The results indicate that institutional characteristics and regulations can also have a significant influence on dividend policy, which is

not explainable by the traditional financial indicators.

1.1.76 Below are professionally formatted results tables that would be used in a journal manuscript or thesis based on the statistics provided. Note that I cannot

have created any values; I have just rearranged what you've given me. Table 1 Descriptive Statistics for the Islamic Bank

Variable Mean Standard Deviation

Dividend Payout Ratio (DPR) 0.4252 0.0251

Current Ratio (CR) 1.1912 0.8110

Debt-to-Equity Ratio (DER) 0.1863 0.2336

Debt-to-Assets Ratio (DAR) 0.9433 0.0108

Net Profit Margin (NPM) 0.4029 0.0849

1.1.77 Table 2 Descriptive Statistics for the Conventional Bank

Variable Mean Standard Deviation

Dividend Payout Ratio (DPR) 0.4724 0.4296

Current Ratio (CR) 1.1009 0.1755

Debt-to-Equity Ratio (DER) 0.1851 0.0115

Debt-to-Assets Ratio (DAR) 0.9287 0.0658

Net Profit Margin (NPM) 0.3690 0.0819

1.1.78 Table 3 Regression Results for the Islamic Bank

Table 4 Model Statistics

Statistic Value

R² 0.608

1.1.79 Table 5 Regression Results for the Conventional Bank

Variable Coefficient (β) t-value p-value Decision

Constant — — — —

Current Ratio -0.005 -1.11 0.276 Not Significant

Debt-to-
Equity Ratio

0.350 2.03 0.050 Significant

Debt-to-
Assets Ratio

0.021 0.04 0.965 Not Significant

Net Profit
Margin

-0.062 -1.46 0.153 Not Significant

Variable Coefficient (β) t-value p-value Decision
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Table 6 Model Statistics

Statistic Value

R² 0.530

1.1.80 Table 7 Comparative Summary of Regression Results

Variable Islamic Bank
β (p-value)

Conventional Bank
β (p-value)

Comparative Interpretation

Current
Ratio

-0.005 (0.276) 2.483 (0.545) No significant effect in either
bank.

Debt-to-
Equity
Ratio

0.350 (0.050) 3.089 (0.667) Significant positive effect only
for the Islamic bank.

Debt-to-
Assets
Ratio

0.021 (0.965) -5.394 (0.621) No significant effect in either
bank.

Net
Profit
Margin

-0.062 (0.153) -8.327 (0.414) Negative but statistically
insignificant in both banks.

1.1.81

1.1.82 Table 8 Model Fitness Comparison

Bank R² Explained Variation (%) Unexplained Variation (%)

Islamic Bank 0.608 60.8 39.2

Conventional
Bank

0.530 53.0 47.0

1.1.83

1.1.84 Table 9 Hypothesis Testing Summary

1.1.85

Constant — — — —

Current Ratio 2.483 0.61 0.545 Not Significant

Debt-to-Equity Ratio 3.089 0.43 0.667 Not Significant

Debt-to-Assets Ratio -5.394 -0.50 0.621 Not Significant

Net Profit Margin -8.327 -0.83 0.414 Not Significant

Hy Relationship Islamic
Bank

Conventio
nal Bank

Overall
Decision

H1 Current Ratio→ Dividend Policy Rejected Rejected Rejected
H2 Debt-to-Equity Ratio → Dividend

Policy
Support
ed

Rejected Partially
Supported

H3 Debt-to-Assets Ratio → Dividend
Policy

Rejected Rejected Rejected

H4 Net Profit Margin → Dividend
Policy

Rejected Rejected Rejected
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6 Discussion
7 This study attempted to investigate the factors affecting the choice of dividend on dividend policy of Islamic and conventional banks in Pakistan by analyzing the

relationship between liquidity, leverage and profitability with the dividend payout in Islamic banks. The results show that the financial factors that shape dividend policy
differ across the two banking systems, likely because of their differences in governance, financing and regulation.

8The debt-to-equity ratio was the only one that showed a statistically significant positive relationship with dividend payout for the Islamic bank. The result indicates
the significance of capital structure in relation to dividend distribution of Islamic banking institutions. The finding could imply that rich Islamic banks have enough funds
to pay dividends to shareholders without violating Shariah rules and regulatory capital demands. The discovery reinforces the idea that the decision to invest and allocate
dividends in Islamic banks is not limited to profitability, but also considers prudent financial management and preservation of capital in the long term.

9However, the other variables such as liquidity, debt-to-assets ratio and net profit margin were found not to have significant effects on the dividend policy among
Islamic bank. The descriptive analysis revealed that the financial strength of the Islamic bank in terms of liquidity and profitability was relatively good, but this was not
seen as a significant improvement in the extent of dividend payments. The finding implies that Islamic banks might choose to retain earnings so as to be able to invest in
future growth, improve capital adequacy and ensure financial stability, instead of making the short-term distribution of profits to shareholders a priority.

10 The results of the conventional bank are significantly different. The results showed that none of the variables mentioned above had any significant impact
on dividend decisions, which suggests that dividend policy may be based on something other than the financial ratios used. Several factors, such as corporate
governance mechanisms, ownership concentration, macroeconomic environment, regulatory policies, market expectations and strategic financial planning, might be
more relevant in determining dividend decisions in conventional banks. The discovery underscores the complexity of dividend policy and the possibility that the
traditional use of accounting ratios to explain dividend behavior is inadequate.

11 It is also observed from the descriptive statistics that although the Islamic bank's profitability and liquidity is comparatively low, it has paid a higher
percentage of earnings as a dividend to the conventional bank. This finding is consistent with the belief that Islamic banks have more conservative dividend policies due
to the need for Shariah governance, risk-sharing, and higher capital buffers. Overall, the results highlight the importance of institutional factors for the dividend policy
and suggest that they should not be ignored when assessing banking performance, in addition to other traditional financial factors.

12 Conclusion
13 This study examined the difference in dividend policies of Islamic and conventional banks in Pakistan with regard to the effect of current ratio, debt-to-

equity ratio, debt-to-assets ratio and net profit margin on the dividend payout decisions. It found significant differences in the determinants of dividend policy between
the two banking systems by employing secondary financial data and Ordinary Least Squares regression analysis.

14 The empirical results reveal that the debt to equity ratio has a positive and statistically significant effect on the dividend payment in the Islamic bank, while
the current ratio, debt to assets ratio and net profit margin do not have a statistically significant effect. The selected financial variables do not account for a significant
part of the variation in dividend policy in the conventional bank. Moreover, descriptive statistics indicate that the Islamic bank pays out a smaller fraction of its income as
dividends to its shareholders than does the conventional bank, implying a more conservative dividend policy.

15 The results suggest that the institutional characteristics, governance framework and regulatory environment also have an impact on dividend policy.
Islamic banks seem to focus more on preserving and maintaining their capital and the long-term sustainability of their financial position than traditional banks do on
dividend payout decisions, which may involve a wider range of strategic and governance issues. Based on the above, the study makes a significant contribution towards
in-depth understanding of dividend policy of the dual banking system in Pakistan and serves as valuable evidence for investors, regulators, bank managers and policy
makers.

16 Research Novelty
17 This paper makes several contributions to the dividend policy research literature. It first compares the dividend policy of the Islamic banks and

conventional banks in the dual banking system in Pakistan. Second, it discusses the impact of the most important financial measures, such as liquidity, leverage, and
profitability, on dividend payment with recent financial data. Third, the study adds to current evidence by integrating the institutional features of Islamic banking into the
dividend policy analysis, providing insights on the role of Shariah governance on the corporation's dividend policy. Last but not least, the results offer new empirical facts
that can help financial institutions and regulators to grasp the dividend behavior of various banking models.

17.1.1 Study Limitations

17.1.2 There are some limitations to the results of this study. The analysis is limited to only one Islamic bank and one conventional bank and this makes the

findings not easily generalizable. Second, only secondary financial data and accounting ratios were used in the study, but other factors potentially important to the study

were not included, such as ownership structure, board characteristics, corporate governance, market competition, macroeconomic factors, and other changes in

regulations. Thirdly, using Ordinary Least Squares regression may not be able to account for the dynamic effects of dividend policy or control for unobserved
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heterogeneity across time. Lastly, the conclusions are limited to the banking sector in Pakistan and hence should be interpreted with care when extrapolating for other

countries or financial systems.

17.1.3 Future Research

17.1.4 The findings need to be generalizable by incorporating more Islamic and conventional banks from various countries for future studies. Advanced panel

data techniques, including fixed-effects, random-effects, and dynamic panel models, can be used to improve the understanding of bank-specific characteristics and the

dynamics of the bank's dividends. Other factors that can influence dividend policy should also be studied in future research such as ownership structure, corporate

governance, capital adequacy, risk management, growth opportunities and macroeconomic conditions. Comparative analysis of the dividend policy and financial stability

across various regulatory and institutional settings would give insights into how dividend policy and financial stability is affected by the type of governance and the

principles of Shariah.
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