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Abstract 

This paper empirically tested the relationship between 6 variables including earnings per share, liquidity, 
firm size, net asset value per share, gross domestic product and returns on assets on the stock market 
returns of 359 companies listed in the Hanoi Stock Exchange, by applying monthly data from year 2017 
to 2021. Using correlation analysis and regression analysis, the empirical results of this study show that, 
there are some factors that directly affect the market returns of listed stocks, including Earnings per 
share (EPS); Net assets value per share (NAVPS); Return on assets (ROA). Besides, the result could not 
explain the effect of Liquidity, SIZE and Gross Domestic product and on stock market returns. 

Keywords: EPS; ROA; VAVPS; GDP; stock price. 
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Introduction 

Investment capital is one of the most important factors in the economy. It can be said that using 
investment capital effectively will make a nation's economy grow and enrich the society's 
wealth. Hence, researchers see that investment capital plays a very important role in society as 
well as the economy. Therefore, the establishment and development of the capital market is an 
inevitable objective, and the core element of the capital market is the stock market. In fact, there 
is a close relationship between the prosperity of major economies such as the UK, the US, 
Germany, France, Japan and the development of the stock market (Anh et al., 2021). The scale 
of Vietnam's stock market is not commensurate with and to keep pace with the stock market of 
other countries in the region. Developments on the stock market have not yet reflected the 
health status of the Vietnamese economy. 

Understanding factors affecting the stock market returns, thereby giving recommendations for 
investors is a necessary job in contemporary financial markets. Therefore, around the world, 
factors affecting the returns have been a topic that attracted special attention from many scholars 
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in the past few years. Through studying those factors, investors can make forecasts about future 
stock returns movements, and potentially implement profitable trading strategies. In this 
research, several factors that may affect stock returns are considered. The study could also 
provide support for finance practitioners, such as portfolios managers or company investors.  

Several studies have shown that there are many factors that affect stock market returns such as 
the dividend payout ratio, financial leverage, earnings per share (EPS), price to earnings ratio 
(P/E) (Davidson et al., 1993; Grossma & Shiller, 1981). In Vietnam, there are some studies by 
the authors such as Phan and Pham (2013), Truong (2014) also exploring the factors that affect 
stock returns listed in the Ho Chi Minh Stock Exchange (HOSE), in which there are variables 
such as money supply, oil prices, exchange rates. In this research, we are going to examine the 
relationship between earing per share, return on asset, liquidity, firm size, net asset value per 
share, gross domestic product and stock price. 

Literature Review 

Determinants of Stock Market Returns 

The findings of the existing literature suggest that there is a notable relationship between 
various factors and stock’s market returns. Previous papers have pointed out elements that affect 
the movements of market stock returns such as earnings per share (EPS), price to earnings ratio 
(P/E), and so on (Davidson et al., 1993; Grossma & Shiller, 1981). Therefore, the present study 
will move a step forward by analyzing some additional determinants of stock market returns 
such as EPS, NAVPS, firm size, ROA, GDP, liquidity of market stock price of listed shares on 
HNX for the period 2017-2021. 

Earnings per Share (EPS) 

Earnings per share could be seen as a crucial variable in the determination of a share’s returns. 
Al-Qenae et al (2002) carried out a study on the relationship between EPS and stock returns’ 
movement in Kuwait Stock Exchange. Their results show that EPS has a positive impact on 
stock market returns. It is argued that companies with high earnings per share will also see a rise 
in the market returns of their stocks, and a greater market stock price possibly leads to a positive 
view of the products in the eyes of consumers which will then increase sales resulting in greater 
earnings. In addition, Al-Tamimi et al (2007) studied the factors that influence the returns of 
stocks listed on the United Arab Emirates (UAE) stock exchange (United Arab Emirates). The 
results showed that earnings per share (EPS) are the factor that has strong and positive impact 
on stock returns. 

Hypothesis 1: There is a positive association between EPS and Stock Price. 

Net Asset Value per Share (NAVPS) 

Haque and Faruquee (2013) examined the determinants of stock returns’ movements related to 
the financial market in Bangladesh. The data used in their research was collected from the 
financial statements of 67 listed companies in the Dhaka Stock Exchange for the period from 
2005-2011. The results show that NAVPS is positively correlated with the market returns of 
listed firms on Dhaka Stock Exchange.  

Hypothesis 2: There is a positive association between EPS and Stock Price. 

Firm Size 

Firm size is a supposing element that is broadly applied to clarify the differences in disclosures 
of the annual report in the company. Firm size indicates the size of the corporation as seen from 
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the total assets available in the firm. The relationship between firm size and stock returns has 
been found by several studies and the result is that firm size has a positive effect on stock 
returns. Wong (1989); Raza and Karim (2016); Yuliza (2018); Pham et al (2020) states that the 
bigger the size of firm, the greater the returns of stock. Besides, there are also other studies that 
discovered conflicting results. Duy and Phuoc (2016) reach the conclusion that there is a 
negative relationship between firm size and stock returns, and there are also studies that find no 
connection between firm size and stock returns (Dehuan & Zhenhu, 2008). 

Hypothesis 3: There is a positive association between EPS and Stock Price  

Liquidity 

Deuskar (2006) proposed a model for the relationship between liquidity of firms’ assets and 
volatility of stock returns. The author argued that the greater volatility, the greater the risk 
revenue and an insignificant rate of return on riskless assets derived from a low rate of return on 
current assets. Besides, Fallah et al (2011) investigated the correlation between liquidity risk 
and stock market returns. The results came out that liquidity risk is a factor that has a 
statistically significant impact on the stock returns listed on the Tehran Stock Exchange.  

Hypothesis 4: There is a positive association between EPS and Stock Price  

Return on Assets (ROA) 

ROA is defined by Zutter and Gitman (2012) as the profitability ratio of a company. It is 
considered as a portion of the annual net income of the business’s average sum of assets during 
the financial year. Al-Qudah (2005) examined the function of accounting disclosure in 
illustrating the actual stock market returns of public companies on Amman’s Security 
Exchange. The results display that the financial information of public firms is reliable and 
sufficient for the indication of actual returns of stock. Kabajeh et al (2012) tested the 
relationship between a group of accounting information, including ROA with stock returns of 
Jordanian insurance public companies. The authors applied four different regression models to 
examine the hypothesis and they discovered that the separated pooled analysis indicated a 
positive but low correlation between each of ROA ratios with market stock returns. 

Hypothesis 5: There is a positive association between EPS and Stock Price  

Gross Domestic Product (GDP) 

As noted earlier, GDP is one of the most crucial external factors that have an influence on the 
stock market returns. Chaudhuri and Smiles (2004) investigated the long-term correlation 
between various macroeconomic activities, including real GDP with stock returns in the 
Australian stock market during the period from 1960 and 1998. The results of their study 
showed the existence of a long-term and positive relationship between the two variables. 

Hypothesis 6: There is a positive association between EPS and Stock Price 

Data and Methodology 

Data Collection 

In order to address the research question adequately, we will perform an empirical study 
adopting secondary data from database on Hanoi Stock Exchange (HNX) which has been 
considered as the most suitable source for this dataset. The data cover the period from January 
2017 to December 2021, at a monthly frequency. We focus on the common stocks of listed 
companies on HNX. The dataset starts in 2016 as prior to that point there was considerable 
fluctuation in the listed firms, and some firms did not carry consistent data. The source of data is 
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taken from financial statements, such as balance sheet, and cash flow statements, that have been 
audited, of the listed firms.  

Sample Overview   

This study focuses on companies listed on the Hanoi Stock Exchange (HNX), for the period 
2017-2021. Out of the total of 376 listed companies, only 359 have sufficient data from 2017-
2021. Therefore, this study will look at 359 companies listed on the HNX. Table 1 shows the 
proportion of industries in the total of 359 companies listed on the Hanoi Stock Exchange 
(HNX). 

Table 1. Proportion of industries in total 359 listed companies on the Hanoi Stock Exchange (HNX) 

Industry Quantity Percentage (%) 

Healthcare 10 3% 

Construction 71 18% 
Transportation and 

warehouse 
16 3.5% 

Real Estate Business 19 5.5% 

Finance 28 8.5% 

Customer Advisor 11 2.6% 
Information 

communication 
15 4.5% 

Mining and oil, gas 19 6.25% 

Food and beverage 50 13.85% 

Manufacturing 120 34.3% 

Total 359 100% 

Source: data collected from HNX. 

Descriptive Statistics  

Descriptive statistical analysis can provide an overall description of the dataset. Using Stata we 
calculate the average value, standard deviation, minimum and maximum of the variables. Table 
2 shows the statistics. 

Table 2. Descriptive statistics 

Source: research’s results. 

According to Table 2, stock price return fluctuated within the range of 6.684 to 12.855 (which is 
the highest returns that the stock experienced within the 4 years).  The mean stock price return is 
recorded to be 9.218. 

Variable Mean Std. Dev. Min Max 

PRICE 9.218 0.8055 6.684 12.855 

EPS 6.855 1.485 -0.721 10.697 

ROA 0.042 0.077 -0.657 0.610 

LIQUIDITY 3.631 3.018 0.058 12.450 

SIZE 0.384 0.345 0.004 3.004 

NAVPS 9.543 0.475 6.165 12.045 

GDP 0.060 0.015 0.029 0.0707 
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The next important variable is earnings per share (EPS). The average EPS of companies on the 
Hanoi Stock Exchange is 6.855 which indicates that the income per share earned is 6.855. The 
lowest EPS was negative in 2016 equal to -0.721 suggesting that those firms made a loss, while 
the highest EPS is 10.697. 

The net asset value per share is an indicator commonly used in evaluating the performance of 
investment funds (mutual, trading-exchanging, closed-end funds, ect). According to theory, the 
higher the net asset per share is, the larger the size of the company. Also, NAVPS increases 
when the share price increases and vice versa. The average NAVPS in the HNX was 9.544 
which mean that the total value of an investment fund over its number of outstanding shares is 
9.544. 

ROA has a mean of 0.042 which suggests that the average efficiency of a firm in utilizing the 
investment of its shareholders to generate profitability is 0.042, while the minimum and 
maximum value is -0.657 and 0.610, respectively.  

Variables  

Table 3 contains the variables under consideration and provides a short description for each one 
of them. 

Table 3. Description of the variables 

Symbol Variables Variable type Unit Calculation Method 

PRICE 
Market return 
of stocks 

Dependent 
variable 

VND 
PRICE= {(ending price-starting 
price)/starting price} x 100 

EPS 
Earnings per 
share 

Independent 
variable 

VND 
EPS= log ((netprofit-preference 
dividend) / total number of 
outstanding shares)) 

LIQUIDITY Liquidity 
Independent 
variable

VND log (Current assets/Current liabilities) 

SIZE Business size 
Independent 
variable 

VND Log (total assets) 

NAVPS 
Net assets 
value per share 

Independent 
variable 

VND 
NAVPS= log (net asset value/ total 
number of outstanding shares) 

ROA 
Return on 
assets 

Independent 
variable 

Percentage 
(%) 

Net income/total average assets 

GDP 
Gross domestic 
product 

Control 
variable 

Percentage 
(%) 

Total GDP over the years 

Research Hypotheses 

We will examine the following hypotheses: 
H1: Earnings per share (EPS) have a positive effect (+) on the stock market returns. 
H2: Liquidity has a positive impact (+) on the stock market returns. 
H3: Firm size (Size) has a positive impact on the stock market returns. 
H4: Net asset value per share (NAVPS) has a positive effect (+) on the stock market returns. 
H5: Gross domestic product (GDP) has a positive effect (+) on the stock market returns. 
H6: ROA has a positive impact (+) on the stock market price returns. 

Research Model 

We mainly use methods of collecting information on the secondary market and perform 
statistical analysis. We go into depth using the regression and correlation model to study the 
factors affecting stock returns listed in the Hanoi Stock Exchange (HNX). We will provide 
summary statistics for the data. Then, explore the relationship between stock market price and 
its determinants using the two models. 
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Regression Model 

This study applies the regression model according to the study of Tamimi (2007), adjusted to 
suit the research objectives of this study, the model is as follows: 

 (1) 

Results and Discussion   

Analytical results are drawn from the regression model and the correlation model. These two 
models are set up with 10 variables including market returns of listed shares, dividend payout 
ratio, earnings per share, net asset value per share, firm size, liquidity, return on assets, gross 
domestic product, year of listing and year of establishment of companies listed on the Hanoi 
Stock Exchange (HNX).  

Correlation Model Results 

In this section, we will perform a correlation analysis to discover the correlation between the 
variables as well as to calculate the strength of this relationship. Moreover, this correlation 
matrix can be used to identify multicollinearity in the research model before carrying out the 
regression model. The results are shown in Table 4. 

Table 4. Pearson’s Correlation Coefficients 

  PRICE EPS ROA LIQUIDITY SIZE NAVPS GDP 
PRICE 1 
EPS 0.6395 1 
ROA 0.5617 0.6471 1 
LIQUIDITY -0.0130 -0.1153 -0.0121 1 
SIZE 0.0081 -0.1318 0.2792 0.3310 1 
NAVPS 0.5036 0.5095 0.2309 -0.0006 -0.0742 1 
GDP -0.0238 -0.0194 -0.0130 -0.0625 -0.0484 0.0205 1 

Source: results gained from Stata. 

Looking at the correlation coefficient matrix between the variables, it can be seen that, the 
pairwise correlation between pairs of independent variables is very low, the absolute value of 
the correlation coefficient between all pairs of variables is lower than 0.8. Therefore, the 
phenomenon of multicollinearity among the variables in the model is evaluated not significant. 

Variance Inflation Factor 

When running a regression model, it is always reasonable to test if there is the existence of 
multicollinearity in the data and see the possible consequences of this. Therefore, in this section, 
we will run another test to double check if there is multicollinearity between the independent 
variables in the research model. If multicollinearity is found, then we will measure the strength 
of the correlations between each pair of independent variables. 

Looking at Table 5, our output illustrates that all the independent variables in our research 
model has a VIF smaller than 5. Therefore, it can be concluded that there is no phenomenon of 
multicollinearity in our model. The mean VIF is 1.68, which is a desirable figure and we are 
successful in the first step of carrying out the research model that there is no sign of 
multicollinearity within the variables.  
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Table 5. The VIF figures of independent variable 

Variable VIF 1/VIF 
EPS 2.72 0.368308 
ROA 2.32 0.430736 
SIZE 1.49 0.673066
NAVPS 1.40 0.715616 
LIQUIDITY 1.15 0.872860 
GDP 1.01 0.991914 
Mean VIF 1.68   

Source: research’s results. 

Regression Model Results 

Finally, the most critical part of the research is represented in this part. Throughout this part, we 
will complete the equation in this research, as well as drawing a conclusion for the research 
question in this thesis. 

After running the correlation matrix and using the variance inflation factor to make sure that 
there is no existence of multicollinearity in the research model. We will finally use Fixed Effect 
model to analyze the relationship between the dependent variable (market returns of listed 
share) and six independent variables. The results are shown in Table 6. 

Table 6. Results of FEM Regression 

PRICE Coef. Std. Err. t P-value 
CONS 4.905 0.865 5.67 0.000 
EPS 0.054 0.016 3.25 0.001 
LIQUIDITY 0.000 0.000 -0.9 0.367 
SIZE 0.114 0.084 1.35 0.177 
NAVPS 0.409 0.061 6.62 0 
GDP -0.988 0.656 -1.51 0.132 
ROA 1.902 0.412 4.61 0.000 
Number of obs 1620 
F (6, 1255) 27.08 
R -Squared 0.473 
Prob > F 0.000 

Source: results gained from Stata. 

By using the regression model, the results show that with 1620 observations, the value of R-
squared is 0.4738 which indicates that there is a considerably strong fit of the model. More 
specifically, this means that the independent variables in the model explain 47.38% of the 
variations of the dependent variable. Also, it can be seen that Prob>F is 0 which suggests that 
the null hypothesis (coefficient of independent variables are jointly zero) is rejected at 1% level. 
More clearly, it indicates that there is a strong correlation between the independent and 
dependent variables in this model and the model can also explain well the relationship between 
our variables. Therefore, we can reject the null hypothesis. There are three out of six variables 
that are statistically significant (P <0.05). Specifically, the significant variables including 
Earnings per share (EPS); Net assets value per share (NAVPS); Return on assets (ROA).  

We now look at the impact each independent variable has on the market returns of listed shares 
individually. Earnings per share (EPS) fluctuate in the same direction as the stock market 
returns. This means that the larger the EPS, the greater the returns of a company's stock listed on 
the Stock Exchange. This is as we originally predicted when building the model, at the same 
time coinciding with the research results of Al-Qenae (2002),  Al-Tamimi et al (2007). They all 
have similar arguments that companies with high earnings per share will also see a rise in the 
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market returns of their stocks, and a greater market stock returns possibly leads to a positive 
view of the products in the eyes of consumers which will then increase sales resulting in greater 
earnings. However, my result is in contrast with previous research such as Porter and LeRoy 
(1981); Grossman and Shiller (1981); Marsh and Merton (1986). Their findings are in contrast 
with most other common findings that they noticed no evidence supporting that stock returns are 
extremely sensitive to change in earnings. The reason could be that they had taken into account 
the data of those firms when there were changes in the economic condition.  

Net assets value per share (NAVPS) positively affects the market returns of listed shares in our 
research model. If NAVPS increases by one percentage point, it will cause the stock market 
returns to rise by .4092132 percentage. The p-value of NAVPS is 0. Given that 0 is smaller than 
all of the standard significance levels of 1%, 5% and 10%, respectively. As a result, we can 
conclude that the slope coefficient on NAVPS is statistically significant. This result is consistent 
with the results of Haque and Faruquee (2013) who examined the determinants of stock returns’ 
movements related to financial market in Bangladesh and found a positive relationship between 
stock returns and NAVPS.  

ROA has quite a considerably positive effect on the stock market returns as when ROA 
increases by one, the market returns of listed shares will increase by 1.902 percentages. ROA 
also has a p-value of 0 which is smaller than all the significance levels. Therefore, we can 
conclude that the slope coefficient on these explanatory variables is statistically significant. This 
finding is in favor of the results concluded by Dehuan and Zhenhu (2008) who found a 
significant relationship between ROA and returns of leading stocks listed on Shanghai Stock 
Exchange. Besides, the result is also similar to the findings of Kabajeh et al (2012) who found 
that ROA has a positive impact on stock market returns. However, these authors only found a 
low correlation between the two variables. 

In summary, the study shows nine variables in the regression model that affect the stock market 
returns of companies listed on the Hanoi Stock Exchange. However, using the Fixed effect 
regression model, research shows that there are three out of six factors that directly affect the 
market returns of listed stocks: Earnings per share (EPS); Net assets value per share (NAVPS); 
Return on assets (ROA). The remaining variables are not statistically significant. 

Conclusion and Recommendations 

The main purpose of the study is to answer the questions: What factors affect the market returns 
of listed shares on the Stock Exchange and how those factors affect the stock market returns. To 
answer the above question, the authors had collected data of 359 companies listed on the Hanoi 
Stock Exchange (HNX) during the period from January 2017 to December 2021, with nine 
variables including: Earnings per share (EPS); Firm size (SIZE); Liquidity; Return on assets 
(ROA); Gross domestic product (GDP); Net asset value per share (NAVPS). We applied the 
regression model and correlation analysis to show that there are eight variables that directly 
affect stock market returns: Earnings per share (EPS); Liquidity; Firm size; Net assets value per 
share (NAVPS); Gross Domestic product; Return on assets (ROA). 

Based on the research’s results, we are going to suggest some recommendations to related 
participants in the market: firstly, investors need to observe changes in the company's financial 
indicators such as annual earnings per share at each information disclosure period, and from 
which to make forecasts about future stock returns movements for each stock in their portfolio. 
However, caution should be exercised when making investment decisions, because in some 
cases the variation in securities prices has been reflected before or after the information was 
released. 

Secondly, for macro indicators such as GDP, is also a basis for investors to predict the returns 
movements of listed stocks in general and private stocks in their portfolio. In general, when 
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good macro information is released, it will have a positive impact on the returns increase of 
stocks in the market. 

Thirdly, for company managers, based on business results of the business, published financial 
indicators, or macro information given, they can somewhat predict returns movement of their 
company's shares, from which they can be proactive in preventing problems such as buying 
shares to acquire from competitors, proactively disclosing information about buying and selling 
treasury shares of the company. 
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