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5. Conclusion

This paper examined the relationship between expected 

stock returns, size, and leverage of selected firms in the 

manufacturing sector listed on the Dhaka Stock Exchange. 

Fu-Wang Ceramic, Fine Foods Limited, Olympic Industries, 

Metro Spinning and Rahim Textile are the manufacturing 

companies that were the focus of this study. The paper applied 

the techniques of Ordinary Least Square Regression Model to 

estimate the coefficients of the variables. Pearson Correlation 

was applied among the variables to test the validity of the 

results of OLS and establish differences of using these two 

methods of coefficient estimation.  

The paper found that for both independent variables (i.e. 

leverage and firm size) a significant relation exists between 

the dependent variables and stock returns. The study found a 

significantly negative relation between leverage and stock 

return when overall industrial data is used. However at the 

individual firm level the relationship was not stable. Four out 

of the five selected companies (i.e. Fu-Wang Ceramic, Fine 

Foods Limited, Olympic Industries and Metro Spinning) had 

negative leverage coefficients, with the exception of Rahim 

Textile which showed a positive leverage coefficient. The 

paper also determined that the relation between size and stock 

returns is significantly positive.  
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