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Multiple linear regression of stock quotes of
the Lithuanian enterprises

Abstract. The authors attempt to assess the extent to which stocks of Lithuanian companies quoted on the NASDAQ Vilnius
Stock Exchange are impacted by financial results of the corresponding companies. It has been determined that the stock prices
of the companies listed on NASDAQ Vilnius Stock Exchange is closely related to the companies’ financial results. The research
pertains to the period between 2006 and 2018. This paper researches both the Lithuanian securities market and four related
companies which meet the research criteria quoted on NASDAQ Vilnius Stock Exchange. The subject of the research is a set of
the companies’ fundamental indicators and their correlation with share prices.

Summarizing all information and data acquired from financial reports of the selected companies, the authors conclude that all
the companies’ financial indicators declined due to the 2008 financial crisis. Starting from the year 2011, all companies and their
financial results have demonstrated improvement.

The fundamental analysis pays more attention to the companies’ financial performance and financial standing. We use several
financial indicators that will be applied to determine the dependence of share prices with the help of the multiple linear regression
method (except the company’s profile).

Based on the impact of different factors on the chosen companies quoted on NASDAQ Vilnius Stock Exchange, the authors
conclude that there is no universal indicator that equally affects the share prices of all the four companies. The factors impacting
each of the four companies vary. When considering different factors that impact the companies’ shares on NASDAQ Vilnius
Stock Exchange, we observe certain regularity. The dividend policy has an impact on the share prices of two out of the four
companies, namely Vilkyskiu Pienine and Klaipedos Nafta. As regards the shares of Pieno Zvaigzdes, there are two indicators
affecting the share prices, which are the debt-to-equity ratio and the debt-to-EBITDA ratio. The share prices of Kauno Energija
were not affected by any of the 10 chosen indicators.

Many companies in the NASDAQ Vilnius Stock Exchange have mainly short-term interests, for example the desire to attract the
required capital instead of sustaining long-term investment policies to maintain stable growth of the company. It is advised that
companies opt for long-term investment policies with the goal to become high dividend-paying companies, therefore raising
investors’ confidence and increasing demand for their shares.
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MHOXUHHa niHiiHa perpecisi KOTUPYBaHb aKUiil AMTOBCbKUX NiANPUEMCTB

AHoTauis. ABTOpy CTaTTi AaloTb OUIHKY TOMY, Hackiflbku BRMBatoTb (PIHAHCOBI pPe3ynbTaTh JIMTOBCBKUX MNiANPUEMCTB Ha
KOTUPYBaHHs iX akuin Ha BinbHIoCcbKili (hoHOoBIN GipXXi. JuHamika akuiin KOMNaHii, SKi KOTUPYKOTLCSA B CAMCKY Ha BinbHIOCHKIN
doHaoBIN Gipxi, 3anexaTb Big X diHaHcoBux pe3ynbTaTiB. [JocnigkeHHs oxonntoe nepiog 2006-2018 pokis. O6’ekTom
OOCNiOKEHHS € KOMMNaHii IMTOBCBbKOro PUHKY LiiHHMX Nanepis, SKi KOTUPYOTb CBOI akuji Ha BinbHiocbKin hoHaosil 6ipxi. MpegmeT
DOCHifKeHHs — Habip (hiHaHCOBUX NOKa3HMKIB KOMMaHIl i iX BB Ha LiHW akLii i3 3aCTOCYBaHHAM aHanidy MHOXUHHOT NiHIiNHOT
perpecii.

Y pesynbrati QOCNIOKEHHS BMAUBY PIiSHUX YMHHUKIB Ha KOTUPYBaHHS akuiin aBToOpW CTaTTi He 3HalLNN yHiBepcanbHOro
(hiHaHCOBOro MOKAa3HMKa, KM OOHAKOBO BMMBAE HA LiHW aKLii yCiX YOTUPbOX JOCNIAXKYBaHNX KOMMaHIl, Lo KOTUPYIOTb CBOI
akuii Ha BinbHioCbKi (hoHOoBIN GipXKi. BNAnB KOXHOMO YMHHMKA Ha LjiHW akLii KOXHOI KoMnaHii BigpisHAeTbeA. Pasom i3 Tum
OOCHIfPKEHHS NMoKasano, Wo 3 Orfisay Ha BMJIMB KOXKHOMO YMHHKKA Ha LiiHU KOMMaHil, SKi KOTUPYIOTb CBOI akLii Ha BinbHIOCbKil
hoHAOBIN GipXKi, MOXKHA BIAMITUTY AesiKy 3aKOHOMIPHICTb. Tak, AuBigeHAHa NoniTuKa BravHyna Ha LiHyM akuiii A4BOX i3 HOTUPbOX
JocnigpKyBaHUx koMmnaniin, a came «Vilkyskiu Pienine» Ta «Klaipedos Nafta». Ha wiHn akuin «Pieno Zvaigzdes» BnAnHyno gsa iHwWmnx
nokKasHvKa, a came: CMiBBiAHOLLUEHHSA MK BACHMMIM KOLUITamMKn Ta 3000B’A3aHHAMN KOMMaHii, a TakoXX ChiBBigHOLLIEHHA 6opry
0o EBITDA. Ha uiHn akuin «Kauno Energija» icTOTHO He BNMHYB XXOAEH 3 AeCATN BUKOPMUCTOBYBaHNX (DiHAHCOBMX MOKa3HUKIB.
BinbLwicTb KOMNaHIl, WO KOTUPYIOTb CBOI akuii Ha BinbHIOCBKil hoHOOBIN 6ipXi, MaloTb NEpeBaXKHO KOPOTKOCTPOKOBI iHTEpeCH
CTOCOBHO 3ay4eHHsi AO4ATKOBOro Kanitany, a He NpoBefeHHs CTabifibHOI iHBECTULIMHOT MONITUKKN ON1s1 3a6e3MnedeHHs CTIKoro
3pocCTaHHsA Komnadii. Tomy BaxknvBo, LWOG KOMNaHii Bigaasany nepesary BUOOPY TPMBanoi iHBECTULIMHOI MONITUKKM, sika 6
I'PYHTYBanacs Ha npogymaHii AuBigeHOHIN NoniTULi, 30aTHIN NPUBEPHYTY IHBECTOPIB | NiABULLMTI NONUT Ha akLjii X KOMMaHii.
KnioyoBi cnoBa: ¢iHaHCOBI pe3ynbTaTti KOMMaHii; MTOBCbKUIA PUHOK LiHHMX nanepis; BinbHiocbka doHaoBa 6ipxa; aHania
MHOXXWHHOI NiHiliHOI perpecii.
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MHoXXecTBeHHasi IMHellHasi perpeccusi KOTUPOBOK aKLUU IMTOBCKUX NPeanpusaTuii

AHHOTauus. ABTOpPblI MOMbITAIMCb OLEHWUTb HACKONbKO BAUSAKOT (QMHAHCOBbIE pe3ynbTaTbl JIMTOBCKUX NPEAnpusTAin Ha
KOTUPOBKM UX akumin Ha BunbHiocckoln oHgoson bupxxe. JuHamunka akuuii KoMnaHuin, KOTOpble KOTUPYKOTCA B CMUCKE Ha
BunsHiocckol hoHOoBon 6upxke 3aBUCAT OT UX (PMHAHCOBLIX pesynstatoB. lNepuog ViccnegosaHne oxBaTbiBaeT nepuog
2006-2018 rogos. O6bEKTOM MCCe[oBaHNs ABASIOTCA KOMMAaHUM IMTOBCKOMO PblHKA LIEHHbIX ByMar, KOTopble KOTUPYIOT CBOU
akumn Ha BunbHiocckon hoHpoBon 6upxxe. NpegmeTom nccnegoBaHus SBnseTcst Habop (hrHaAHCOBLIX NoKalaTene KOMMNaHuin
N NX BAUSIHNE Ha LieHbl aKLWiA C MPUMEHEHNEM aHann3a MHOXXECTBEHHOI JINHEHON perpeccun.

B pesynerate nccnepoBaHusa BAUSHUS PasfnnyHbiX (hakTOPOB Ha KOTUPOBKY akuuii, aBTopamu CTaTbW He Obln yCTAHOBIEH
YHMBEpPCasbHbIA (OMHAHCOBBIA NOKasaTefb, KOTOPbIA OAVUHAKOBO MOBMAUAN Obl HA LiEHbl akLuii BCEX YETbIPEX WCCredyeMbixX
KOMMaHWi, KOTUPYIOLLIMX CBOW akuun Ha BunbHiocckon hoHaoBon 6upyke. BnvsiHne kaxxaoro dakTopa Ha LieHbl akumii KaXkoon
KOMNaHum 6bino OTNMYHBIM. BMecTe ¢ TeM uMccnegoBaHue MokKasano, YTO Mpv BO3OENCTBUMU KaxKAOro (hakTopa Ha LeHbl
KOMMaHWi, KOTUPYIOLMX CBOW akuumn Ha BunbHtocckoin oHOoBoN 6upxke, HabntogaeTcsi HekoTopasi 3aKOHOMEPHOCTb. Tak,
OvBuaeHOHas nonvTuKa okasana BAMSHWE Ha LeHbl akuuMin ABYX U3 YeTbipex MCCRemyemblX KOMMaHum, a umMeHHo: «Vilkyskiu
Pienine» n «Klaipedos Nafta». Ha ueHbl akuuin «Pieno Zvaigzdes» nosnusnu aBa Apyrvux nokasarens, a UMEHHO: COOTHOLLEHME
MeXxzay 3aeMHbIMU 1 COOCTBEHHbIMW CPeacTBaMy KOMMNaHuu, a Takxe oTHoweHne gonra K EBIDTA. Ha ueHbl akumin «Kauno
Energija» cyLiecTBEHHO HE NOBANAN HN OOVH N3 AECSATU NCMONb3YEMbIX (PMHAHCOBbIX MOKa3aTenei.

BonblWMHCTBO KOMMNaHWA, KOTUPYIOLMX CBOW akumn Ha BunbHiocckon hoHOOBOM 6UpPXXe, UMEIOT B OCHOBHOM KPaTKOCPO4HbIe
WHTEPECHI, HanpasfieHHble Ha NpUBeYeHne OOMONHUTENBHONO KanuTana, a He Ha BHeApeHue CTabunbHON MHBECTULMOHHON
NOMNTUKN C Lenbio 06eCcneveHnst yCTOMYMBOro pocTa KoMnaHum. NoaTomy Ba)kHO, 4TOObl KOMMNaHNM oTAaBanv NpeanoYTeHne
BbIOOPY LANTENBHON WHBECTULMOHHON MOMUTMKK, KOTopasi 6Gbl OCHOBbIBaNacb Ha MNpoAyMaHHOW OMBUOEHOHOW MONUTUKE,
CMNoCo6HOW NPUBIEYb UHBECTOPOB Y MOBLICUTL CPOC Ha UX aKLUi.

KnioueBble cnoBa: hHaHCOBblE pe3ynbTaTbl KOMMaHWA, IMTOBCKMIA PbIHOK LieHHbIX 6ymar; BunbHiocckan doHgoBast 61pxa;

aHann3 MHOXXECTBEHHOW JIMHENHOWN perpeccuu.

1. Introduction

In the modern world, the main goal of business is pro-
fit making and leadership in any field of activity. Investments
in financial assets are one of the main ways of rapid develop-
ment for companies. It is worth pointing out that the greatest
increase in profit can be achieved by investing directly in se-
curities, as well as by other financial instruments. In the mo-
dern economy, securities markets play a distinctive and very
important role because the situation in many countries has
deteriorated due to the impact of world financial and econo-
mic crises deteriorated. In this regard, capital markets help
both companies and countries to obtain additional financing,
as well as to recover the lost ground in the market.

The securities market in Lithuania is in its ascending phase,
according to the NASDAQ index data, which is a good sign for
local and foreign investors to start investing their own capital
in both existing and newly-established enterprises. In order for
investors to become interested in investing more money into
the Baltic securities market, the market should be attractive.
Companies have to be honest before their investors, pay divi-
dends to them and use funds received by investors efficiently,
therefore strengthening investors’ confidence.

To better understand what will happen and what impact
it will have, it is important to conduct an in-depth examina-
tion of securities markets with regard to their functioning in
the past as well. By looking into the past of the relevant se-
curities markets and analysing what happened there, compa-
nies and investors will be more prepared for what may be in
the foreseeable future.

Many investors consider investment in shares to be the
wisest and best way to increase their capital. On the one
hand, by investing in shares directly they do not have to pay
the investment fund management fees and other fund-rela-
ted expenses.

Of course, prior to investing in shares, investors have to
deepen their knowledge of companies in which they plan to
invest. They can do this with the help of two main types of
analysis: the fundamental analysis and the technical analy-
sis [6, 23-28].

The fundamental analysis looks into factors and indicators
which reflect the company’s operating efficiency and profita-
bility. Factors considered by fundamental analysis include the
company’s business model and its financial health - balance
sheets, profit and loss statements, cash flow statement analy-
ses; stock valuation analyses, etc. [9, 173-176].
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The analysis is based on the company’s current and his-
torical data which is available in the company’s financial state-
ments, as well as on its corporate webpage. Investors tend
to use the fundamental analysis to make long-term predic-
tions of share prices because they are sure that in share price
is heavily influenced by fundamental factors in the long term
[4, 35-47].

2. Mathematical methods for defining dependency of
stock prices on the company’s financial results

In order to define the dependence (correlation) between
several variables, we use two major methods, which are the
correlation analysis and the regression analysis. Calcula-
tions of a correlation define the strength of connection bet-
ween two variables. Meanwhile, the regression analysis is
aimed at determining the type of related connections and al-
lows to forecast the result of one (dependent) variable (in our
case it is the open price of share) with regard to the results
of the other (independent) variable (in our case it is the re-
sults of financial indicators of the relevant company). A mul-
tiple linear regression analysis is frequently used in prac-
tice by analysts to define how many factors impact the as-
set’s price movement, while correlation defines a statistical
measure to find out to what extent two assets move in rela-
tion to each other.

The only disadvantage with multiple regression analysis
is that it includes several independent variables. That fact af-
fects the possibility to illustrate it graphically. Also, indepen-
dent variables can also correlate with each other and this fact
should be taken into account when defining the coefficients in
a regression formula in order to avoid false correlations.

To better understand multiple linear regression, the authors
provide a formula of simple linear regression. It is calculated
according to the formula of the simple linear regression model,
given n observations (2.1.) [1, 2]:

yi=fyla)+ Bix+ £i,i=1,2, ..n, 2.1.)

where:

y - the dependent (response) variable,

B,(a) - the intercept point of the regression line and the y axis

f, - the regression parameter (partial regression coefficient)
(slope of regression line),

x - the independent (predictor or regressor) variable,

& - a random component that determines the properties of y
(regression residual).



Multiple linear regression is calculated in the same way as
the simple linear model, given n observations. The only diffe-
rence lies in several independent variables (x). The formula
can be illustrated as follows [1, 4]:

yi= By(a)+ Bxi, + Poxi, + . + fxi, +E0i=1,2, .m (22)

where:

y - the dependent (response) variable,

B,(a) - the intercept point of the regression line and the y axis

B, P, - the regression parameter (partial regression coeffi-
cients) (slope of regression line),

x - the independent (predictor or regressor) variable,

B, - the number of regression parameters,

x, - the number of regressor variables,

& - the random component that determines the properties of y
(regression residual).

3. Influence of financial variables on stock prices of
companies listed on NASDAQ Vilnius Stock Exchange

The securities market in Lithuania is represented by
NASDAQ Vilnius Stock Exchange. Most liquid shares of com-
panies located in Vilnius stock exchanges are quoted on the
Baltic Main List of NASDAQ Vilnius. For companies to be able
to quote their shares on a stock exchange, they must meet
the following requirements:

e companies should have at least 3 years of operating history;

e accounting statements should be prepared in accordance
with IFRS (International Financial Reporting Standards);

e companies should prove their financial health;

e companies should have market capitalisation of at least
EUR 4 million;

® 25% of shares should be in free circulation or the overall
shares value in free circulation has to be no less than EUR
10 million.

Stocks of medium-sized companies are quoted on the
Baltic Secondary List. There are no quantitative require-
ments in respect to their market capitalisation or the num-
ber of shares in free circulation. Requirements for inclusion
in the List are less strict compared with the requirements re-
lated to the Baltic Main List, which means that there are com-
panies that do not meet the admission requirements for the
Baltic Main List [10].

The authors have chosen four publicly quoted compa-
nies. Two of them are from the Official list and the other two
are from the Secondary list. All indicators are taken or cal-
culated form annual financial reports made in accordance
with the EU approved IFRS standards. In order to provide
a comparison of shares and indicators of companies from
these countries in an easier way, the authors have chosen
to make calculations solely in Euros (EUR) for all selected fi-
nancial indicators.

Summarizing all information and data acquired from fi-
nancial reports of the selected companies, the authors con-
clude that all the companies’ financial indicators declined
due to the 2008 financial crisis. Starting from the year 2011,
all companies and their financial results have demonstrated
improvement.

The fundamental analysis pays more attention to the com-
panies’ financial performance and financial standing. We use
several financial indicators that will be applied to determine
the dependence of share prices with the help of the multi-
ple linear regression method (except the company’s profile).
These indicators are as listed below.

Company'’s profile

This refers to the company’s basic data: products and ser-
vices, the company’s offers, markets and customers, the com-
pany’s organisational structure, which comprises the manage-
ment of the company, and the strategy that the company in-
tends to implement in order to grow and expand in the future.

Company'’s net profit

Profit is one of the most important company’s indicators,
however its absolute value itself does not provide any relevant
information. It is a positive tendency if the company’s profits
increase steadily from year, provided the increase is no less
than that of other companies in the same industry.

MONEY, FINANCE AND CREDIT

Sales/turnover history

Turnover shows the company’s product and service sales
volume.

Dividend policy

Dividends are the only real income from shares if share-
holders decide to keep them instead of selling them on the
market. Dividend is a company’s net profit share received by
the shareholder. Frequently, the stock price on the market in-
creases after a notification made by the company that it is de-
cided to pay dividends to shareholders [7, 95].

Return on assets (ROA)

This indicator is equally important with regard to the finan-
cial indicator of the profit return on the company’s own assets.
The ROA ratio measures the effectiveness of usage of all as-
sets owned by the company, that is the ratio of profit return
on total assets.

ROA is calculated according to Formula (3.1.) [8, 241]:

ROA = NL , 8.1)
TA
where:
ROA - return on assets;
NI - net income of the company (after tax and interest);
TA - total assets.

Return on equity (ROE)

This is a widely used financial indicator of the profit return
on the company’s own capital. The ROE ratio represents the
effectiveness of using funds invested in the company by its
shareholders. This indicator can be compared either with indi-
cators of other companies in the same industry or with com-
pany’s financial results for the previous year. If the company’s
return on profit has declined then share price may fall [7, 95].

ROE is calculated according to Formula (3.2.) [3, 127]:

ROE=-DL |
EQ

where:
ROE - return on shareholders’ equity;
NI - net income of the company (after tax and interest);
EQ - average shareholders’ equity for certain period of time.

Net profit margin (NPM)

It is a comparison between sales and profits, or what per-
centage is the net profit compared to sales. It is compared
either on a quarterly basis or in view of the entire year.

The net profit margin is calculated with the help of
Formula (3.3.) [3, 162]:

3.2)

NPM = % , (3.3)

where:
NPM - the net profit margin;
NI - net income of the company (after tax and interest);
S - the sales/turnover of company’s services.

Earnings per share current (EPS)

It is profit that is available for payment to the company’s
shareholders. If the company’s EPS ratio decreases with time,
it means that there are certain problems in the company that
need to be solved.

The EPSindicator is calculated according to Formula (3.4.)
[8,219]:

EpS=-DNL (3.4)
(0N
where:
EPS - earnings per share;
NI - net income of the company (after tax and interest);
OS - the current number of outstanding shares.
Retained earnings (RE)
It is part of net profit that is left after paying dividends to
shareholders and can be reinvested in the development of the
company’s business or to pay the company’s debt.
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Retained earnings are calculated according to Formula (3.5.)
[8, 288]:

RE=BRE+ NI-D , (3.5)

where:

RE - retained earnings;

BRE - beginning retained earnings;

NI - net income (after taxation and interest);
D - dividends.

Debt-to-equity ratio (DER)

This ratio represents the company’s financial leverage, in
other words it represents the amount to which the compa-
ny’s assets are financed according to its equity and liabilities.
A high ratio is worse than a low ratio because it means that the
company finances its assets mainly with its debt.

The debt-to equity ratio is calculated according to
Formula (3.6.) [3, 125]:

op— _TL
DER SE (3.6.)
where:
DER - the debt to equity ratio;
TL - total liabilities;
SE - total shareholders’ equity.

Debt-to-EBITDA ratio

This ratio is mainly used by investors and credit agencies
to measure the company’s ability to pay its debt. It is calcula-
ted by simply dividing the company’s total debt by EBITDA of
the company [4, 47].

In order to determine the impact of the ten chosen indi-
cators on changes in stock prices, the authors used linear re-
gression with models enter (for separately) or stepwise (for
all of factors together). The open price of yearly stock of the
selected companies was chosen to be the dependent varia-
ble, while a combination of all the factors and later the sepa-
rate factors were used to create the independent variable. The
share price by years were calculated as a difference between
the open price of the first and the last day of the respective
year. The linear regression was calculated by using IBM SPSS
Statistics Version 20.0.

First, we analysed the impact of all the ten factors on the
share price for each company; then we analysed each fac-
tor separately and, to illustrate their significance, a graphi-
cal representation with R? was made. In the tables below,
we summarise unstandardised regression coefficients B,
standardized regression coefficients beta (f) and R Square
(R?) for each factor and for each company.

Criteria for the significance factor is considered if the
P-value for regression coefficients Bis less than 0.05.

The data analysis was made for the period between 2005
and 2017. In terms of the Lithuanian market we chose to ana-
lyse four companies:

JSC Pieno Zvaigzdes (PZV1L);
JSC Vilkyskiu Pienine (VLP1L);
JSC Kauno energija (KNR1L);

JSC Klaipedos Nafta (KNF1L).

The authors chose Pieno Zvaigzdes and Vilkyskiu Pie-
nine from the Official list as those two companies that belong
to the traditionally strong segment of the Lithuanian market,
which is the dairy products industry.

The situation with the companies’ share price on the Li-
thuanian market is viewed to be volatile. It is noticeable that
the upward and downward trends of Pieno Zvaigzdes and
Vilkyskiu Pienine are almost the same, which is explained by
the fact that they belong to the same market segment. The
share price of Klaipedos Nafta was stable at a level between
EUR 0.3 and EUR 0.6 with a sharp downfall in the summer of
2011, which is explained by a political crisis in Arab countries,
which in turn highly affected the oil prices.

Now, Pieno Zvaigzdes’ shares look good with the same
levels as it was before the 2008 financial crisis. According
to the statistical data obtained from the NASDAQ OMX Bal-
tic website in the period between 2006 and 2012, the share
price of Pieno Zvaigzdes soared by more than 30%, while the
shares of its competitor - Vilkyskiu Pienine - declined in price
by more than 23%.

The share price of Kauno Energija decreased by more
than 58%, and the share quotes of another company from the
energy industry - Klaipedos Nafta - increased by almost 26%.
The graphical illustration of the share price fluctuations is
shown in Figure 3.1.

We will analyse each company’s stock price from the per-
spective of all the 10 factors. Further, we will analyse it in or-
der to find out which of the indicators affects the stock price
of each of the related companies most.

JSC Pieno Zvaigzdes

The results of the linear regression of all the ten fac-
tors shows that there has been statistically significant
(P < 0.05) influence on changes in share prices during re-
cent years (Table 3.1). All the 10 factors account for 91.7%
(R? = 0.917) of changes in the share price of Pieno Zvaig-
zdes. Now, we will analyse the impact of each of the indi-
cators separately.

By analyzing each factor separately, the authors conclude
that there are two factors that affect the share price of Pie-
no Zvaigzdes statistically more than any other of the inclu-
ded indicators (Table 3.1). These two factors are the debt to
equity ratio and the debt to EBITDA ratio. Both factors have
a negative impact on the share price, which is also illustra-
ted in Table 3.1. The debt to equity ratio accounts for 71.7%
(R? = 0.717) of the changes in the share price of Pieno Zvaig-
zdes, provided it is the only factor. Along with that, the debt to
EBITDA ratio accounts for 84.1% (R? = 0.841) of the changes
in the share price of Pieno Zvaigzdes. The changes in both the
debt-to-equity ratio and the debt-to-EBITDA ratio are illustra-
ted in Figure 3.2.

Fig. 1: Dynamics of the companies’ share prices on NASDAQ Vilnius Stock Exchange
in the period between 2006 and 2018 (EUR)
Source: Compiled by the authors based on [10]
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Tab. 3.1: Impact of all the ten factors together
and separately on the share price of JSC Pieno Zvaigzdes

Note: * P< 0.05

Source: Compiled by the authors

JSC Vilkyskiu Pienine

The results of the linear regression of all the ten factors
together show (Table 3.2) that there has been no significant
influence on the company’s share price during recent years.
Further, we will analyse each factor separately in order to find
out which of them affects the price dynamics most.

By analyzing each factor separately, we can state that there
is only one factor which impacts the share price of Vilkyskiu
Pienine share (Table 3.2). This factor is the dividend policy,
which has a positive impact on the share price (Figure 3.3).
The dividend policy accounts for 68.3% (R? = 0.683) of the
changes in the share price of Vilkyskiu Pienine if it is the only
factor. The dividend policy of Pieno Zvaigzdes is illustrated in
Table 3.2.

Fig. 3.2: Impact of the debt to equity ratio on the share price of

Pieno Zvaigzdes
Source: Compiled by the authors

Tab. 3.2: Impact of all the ten factors together
and separately on the stock price of JSC Vilkyskiu Pienine

Note: * P< 0.05

Source: Compiled by the authors

MONEY, FINANCE AND CREDIT

Fig. 3.3: lllustration of the impact of the dividend policy
(0 - dividends are not paid; 1 - dividends are paid)
on the share price of Vilkyskiu Pienine
Source: Compiled by the authors

JSC Kauno Energija

The results of the linear regression of all the ten factors
shows that for JSSC Kauno Energija (as in the case of JSC
Vilkyskiu Pienine) no significant impact of the selected finan-
cial variables on the share price dynamics has been found
(Table 3.3).

By analyzing each factor separately, the authors find no
single factor affecting changes in the share price of Kauno
Energija in six-year period.

JSC Klaipedos Nafta

The results of the linear regression of all the ten factors

shows that there is a statistically significant (P < 0.05)
impact on the changes in the stock price of the respec-
tive company (Table 3.4). All the ten factors are account
for 97.8% (R? = 0.978) of the changes in the stock price
of Klaipedos Nafta.

By analysing each factor separately, it has been
found that there is one factor which statistically impacts
the share price of Klaipedos Nafta more than other va-
riables (Table 3.4). This factor is the dividend policy (like
in the case of Pieno Zvaigzes). The dividend policy of
Klaipedos Nafta has a positive impact on its share price
(Figure 3.4). The dividend policy accounts for 80.2%
(R? = 0.802) of the changes in the share price of Klaipe-
dos Nafta, if it is the only factor. The impact on the di-
vidend policy of Klaipedos Nafta is shown in Table 3.4.

When considering different factors that impact com-
panies’ shares on NASDAQ Vilnius Stock Exchange, we
can observe certain regularity. The dividend policy im-
pacts the share price of two out of four companies,
namely Vilkyskiu Pienine and Klaipedos Nafta. The share
price of Kauno Energija is not affected by any of the 10 in-
dicators that were mentioned in the first part. As regards
the shares of Pieno Zvaigzdes, there are two indicators

Tab. 3.3: Impact of all the ten factors together
and separately on the stock price of JSC Kauno Energija

Note: * P< 0.05

Source: Compiled by the authors
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MONEY, FINANCE AND CREDIT

Tab. 3.4: Impact of all the ten factors together
and separately on the stock price of JSC Klaipedos Nafta

Note: * P< 0.05

Source: Compiled by the authors

Fig. 3.4: Impact of the dividend policy
(0 - dividends are not paid; 1 - dividends are paid)
on Klaipedos Nafta share price
Source: Compiled by the authors
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that have impacted the share price during recent years. These
ratios are the debt-to-equity ratio and the debt-to-EBITDA ratio.

4. Conclusions

Having studied the impact of different factors on selec-
ted companies quoted on the NASDAQ Vilnius Stock Ex-
change, the authors conclude that there is no universal in-
dicator equally affecting the share price of all the compa-
nies. The factors impacting each of the four companies vary.
When considering different factors that impact companies’
shares on NASDAQ Vilnius Stock Exchange, we observe
certain regularity. The dividend policy has an impact on the
share price of two out of the four companies’ shares, name-
ly Vilkyskiu Pienine and Klaipedos Nafta. The share price of
Kauno Energija was not affected by any of 10 indicators that
were mentioned in the first part. As regards the shares of
Pieno Zvaigzdes, there are two indicators that have been im-
pacting the share price during recent years. These ratios are
the debt-to-equity ratio and the debt-to-EBITDA ratio.

Companies have to be honest before their investors, pay
dividends to them and use funds received by investors effi-
ciently, therefore strengthening investors’ confidence.

According to the conducted analysis, the debt-to-EBITDA
ratio and the debt-to-equity ratio can be considered to be sig-
nificant factors that impact share prices. These indicators are
perceived by investors as indicators reflecting a stable finan-
cial position of the company. By enhancing these ratios, com-
panies can hope to be more attractive for investors.

Along with a good dividend policy, high changes in sales/
turnover and profit during the year may have a significant im-
pact on companies’ share prices, especially in cases when
they exceeded expectations of analysts and investors. Inves-
tors are suggested to take deep care in analysing companies’
financial indicators, especially those mentioned above. They
should have a clear understanding of the long-run relationship
between share prices and financial results of the company.

It is important to increase the attractiveness of the Baltic
equity market for foreign investors. It can be partly done by im-
plementing an effective investor relations policy from the part
of companies. Also, it can be beneficial for companies to edu-
cate local investors about advantages of investing in stocks.
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