


Financial Ratios and Stock Price Movements in an Emerging Market: An Empirical Study of Omantel’s Valuation Drivers

Abstract 
This study examines the influence of key financial ratios on the share price movements of Omantel, Oman’s leading telecommunications company, over a 20-year period (2005–2024). Utilizing correlation and multiple linear regression analyses, the study evaluates the predictive power of seven financial indicators: Earnings Per Share (EPS), Price-to-Earnings Ratio (P/E), Dividend Yield (D/Y), Return on Equity (ROE), Return on Assets (ROA), Debt-to-Equity Ratio (D/E), and Price-to-Book Ratio (P/B). The findings identify EPS and P/E as the most significant predictors of stock price, both demonstrating strong positive effects. D/Y shows marginal significance, whereas ROA, ROE, D/E, and P/B display no statistically significant impact. The regression model exhibits high explanatory power (R² = 0.938), underscoring the centrality of profitability and valuation metrics in equity pricing within Oman’s capital market. These results offer empirical insight into investor behavior in emerging markets and contribute to the broader financial literature by contextualizing performance indicators within a frontier market setting.
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1. Introduction
In emerging financial markets, accurately identifying the determinants of stock price behavior remains a priority for investors, analysts, and policymakers. Financial ratios are widely regarded as critical indicators of a firm’s performance and are frequently used to evaluate market valuation and forecast stock movements. Despite the extensive literature on financial ratio analysis, empirical evidence from frontier markets—particularly the Gulf Cooperation Council (GCC) region—remains limited. In the context of Oman’s capital market, there is a pressing need to assess how traditional performance metrics inform investor behavior and influence equity pricing.
This study examines the relationship between selected financial ratios and share price movements, using Omantel—Oman’s leading telecommunications provider—as a case study. The analysis focuses on seven core ratios: Earnings Per Share (EPS), Price-to-Earnings (P/E) Ratio, Dividend Yield (D/Y), Return on Equity (ROE), Return on Assets (ROA), Debt-to-Equity (D/E) Ratio, and Price-to-Book (P/B) Ratio. These ratios are chosen for their theoretical relevance in signaling profitability, risk, efficiency, and valuation. The study employs financial data from 2005 to 2023 and applies correlation and regression analysis to evaluate the strength and direction of these indicators’ influence on stock prices (Fauzi  & Zukhri, 2021).
By contextualizing these relationships within Oman’s developing equity market, the study contributes to a more nuanced understanding of investor decision-making in emerging economies. It also seeks to identify which financial metrics are most salient in shaping stock valuation, offering empirical insights that can inform both investment strategies and corporate financial disclosure practices.
2. Literature review:
Numerous empirical studies have investigated the influence of financial ratios on stock price behavior across sectors and geographies. In the telecommunications sector, Wulansari et al. (2023) found that EPS, ROA, ROE, and CR had a significant positive impact on stock prices, while the Debt-to-Equity Ratio (DER) had a negative influence. Similar patterns emerged in the manufacturing and consumer goods sectors. For instance, Putri and Pratiwi (2022) reported that EPS, D/E, ROE, and ROA significantly affected stock price changes in consumer goods firms on the Indonesia Stock Exchange. In the Indian manufacturing context, Kuntamalla and Maguluri (2023) showed that valuation metrics such as EPS and asset efficiency were key stock price drivers, whereas dividends and leverage were not.
Profitability ratios such as ROA and ROE frequently emerged as significant predictors. Studies by Arkan (2016) in Kuwait and Jallow et al. (2022) in Kenya confirmed that ROA, ROE, and EPS played influential roles in predicting stock price trends. However, some studies contradicted these findings. Asmirantho and Yuliawati (2015) found that profitability indicators, including ROE, did not significantly impact stock prices, highlighting investor reliance on non-financial cues. Similarly, Christine and Dorothea (2017) noted the ambiguous role of solvency ratios like D/E, suggesting they may be perceived as either financial risk or growth potential.
Dividend Yield (DY) and Earnings Yield (EY) also surfaced as important variables. Khan et al. (2012) found that both DY and EY positively correlated with stock returns, while the Book-to-Market ratio showed a significant negative association. Liquidity ratios, such as the Current Ratio (CR), presented mixed findings. While Sutapa (2018) and Awalakki and Archanna (2021) highlighted CR’s positive impact on stock prices, other studies like those by Susellawati et al. (2022) and Rachman et al. (2023) reported insignificant effects.
Research also points to sector-specific and macroeconomic sensitivities. Ngoc Huy et al. (2020) demonstrated that macroeconomic indicators such as inflation, interest rates, and GDP growth significantly influenced banking stock prices in Vietnam. Similarly, Yaser et al. (2022) found that while traditional financial ratios retained predictive power during the COVID-19 pandemic, market returns in the real estate sector were negatively affected overall.
In summary, the literature reveals that profitability and valuation ratios—particularly EPS, P/E, and ROE—consistently emerge as strong predictors of stock prices, especially in emerging markets. However, the effects of liquidity and leverage ratios remain mixed, often depending on sector context and investor perception. These findings underscore the importance of re-examining traditional financial indicators in light of local market dynamics, especially in under-researched contexts like Oman.
2.1 Objectives of the Study:
1. To examine the relationship between key financial ratios—EPS, P/E ratio, Dividend Yield, ROE, ROA, D/E ratio, and P/B ratio—and the share price movements of Omantel.
2. To evaluate the predictive power of these financial ratios in explaining stock price trends over time.
3. To identify the most statistically significant financial indicators influencing Omantel’s market valuation.
4. To assess the implications of these relationships for investor decision-making and informational efficiency in Oman’s capital market.
Based on the study’s conceptual framework and supported by existing literature, the following hypotheses are proposed to examine the influence of financial ratios on Omantel’s share price movements:
H1: Earnings Per Share (EPS) has a statistically significant impact on the stock price of Omantel.
H2: The Price-to-Earnings (P/E) ratio significantly influences Omantel’s stock price.
H3: Dividend Yield (D/Y) has statistically significant impact on Omantel’s stock price.
H4: Return on Equity (ROE) has a significant effect on the stock price of Omantel.
H5: Return on Assets (ROA) significantly affects Omantel’s stock price.
H6: The Debt-to-Equity (D/E) ratio has a statistically significant influence on Omantel’s stock price.
H7: The Price-to-Book (P/B) ratio significantly predicts changes in Omantel’s stock price.
2.2 Conceptual Framework:
[bookmark: _Hlk169141428]Guided by the semi-strong form of the Efficient Market Hypothesis (Fama, 1970), this study conceptualizes stock price movements as being influenced by a set of publicly available financial ratios that reflect a firm’s performance, risk, and market valuation. The framework posits that if the Omani market operates with a reasonable degree of informational efficiency, then rational investors will react predictably to changes in key financial indicators.
Seven financial ratios are identified as independent variables:
· Earnings Per Share (EPS) – proxy for profitability
· Price-to-Earnings Ratio (P/E) – reflects market expectations
· Dividend Yield (D/Y) – measures shareholder returns
· Return on Equity (ROE) – indicates profit efficiency
· Return on Assets (ROA) – assesses asset utilization
· Debt-to-Equity Ratio (D/E) – indicates financial leverage
· Price-to-Book Ratio (P/B) – compares market value with book value
The dependent variable is the market price per share of Omantel.
This conceptual framework assumes a causal link between firm-level financial performance and stock valuation. By empirically testing these relationships, the study assesses whether Omantel’s stock price behavior conforms to the principles of EMH within the context of the Muscat Securities Market.
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Research Methodology 
3.1 Research Approach
This study adopts a quantitative research approach, aiming to empirically evaluate the relationship between selected financial ratios and the stock price movements of Omantel. Quantitative methods are appropriate for analyzing numerical data and identifying statistically significant patterns and predictive relationships. By employing structured data analysis techniques, the study seeks to generate replicable and objective findings.
3.2 Research Design
A descriptive-analytical design was employed to examine historical financial and market data over a 20-year period (2005–2024). The descriptive component outlines trends in financial ratios and stock prices, while the analytical component utilizes inferential statistics including correlation and multiple linear regression bvnnto assess the strength and nature of relationships among variables. This design facilitates the development of evidence-based conclusions regarding the influence of firm-specific financial metrics on equity valuation.
3.3 Population and Sampling
The study uses purposive sampling, selecting Omantel - a leading telecommunications company in Oman as the case subject. Omantel was chosen due to its long-standing market presence, data availability, and representativeness within the Muscat Securities Market (MSM). This case study design enables a focused analysis of stock price determinants within the context of an emerging market.
3.4 Data Sources and Collection
Secondary data was collected from audited financial statements and stock market records. Financial ratio calculations were based on data obtained from Omantel’s published annual reports. Historical stock price data were sourced from the Muscat Securities Market (MSM), as well as reputable financial databases such as Bloomberg and Yahoo Finance. These publicly accessible datasets ensure transparency and replicability.
3.5 Analytical Tools and Techniques
Descriptive Statistics: Mean, median, standard deviation, and coefficient of variation were computed to summarize key characteristics of financial ratios and stock price data over time.
Correlation Analysis: Pearson correlation coefficients were used to evaluate the linear association between each financial ratio and Omantel’s share price, identifying preliminary patterns of influence.
Regression Analysis: Both simple and multiple linear regression models were employed to assess the predictive strength of individual and combined financial ratios. The analysis aimed to determine the extent to which independent variables (EPS, P/E, D/Y, ROE, ROA, D/E, and P/B) explain variation in the dependent variable (market price per share). Model diagnostics were conducted to test for assumptions including multicollinearity, heteroscedasticity, and autocorrelation.
3.6 AI Tools Usage and Author Responsibility
The authors confirm that no generative AI tools were used to conduct the research, analyze data, or generate original content presented in this manuscript. Minor AI-based support was used solely to enhance grammar and language clarity. The authors take full responsibility for the integrity and originality of the work.
[bookmark: _GoBack]4. Results and Discussions:
	Table 1 : Descriptive Statistics

	
	Mean
	Std. Deviation
	N

	Market Price Per Share (OMR)
	1.28595
	.331742
	20

	Earnings Per Share (OMR)
	.11940
	.025989
	20

	PE Ratio (times)
	10.8592
	3.28561
	20

	ROA Ratio (%)
	14.0310
	14.78314
	20

	Debt Equity Ratio (%)
	14.7230
	7.88349
	20

	Dividend Yield Ratio (%)
	6.6515
	1.81934
	20

	ROE Ratio (%)
	17.5421
	10.87494
	20

	PB Ratio (times)
	2.0174
	1.58024
	20


Source: Author's calculations based on Omantel data, 2005–2024).
Table 1 presents the descriptive statistics for the dependent and independent variables over the 20-year period from 2005 to 2024. Omantel’s average market price per share was 1.29 OMR, with a standard deviation of 0.33, indicating relatively stable pricing. EPS showed a consistent trend (M = 0.12, SD = 0.026), while the P/E ratio averaged 10.86, reflecting investor confidence in earnings potential. ROA and ROE posted high variability, suggesting fluctuating profitability and asset efficiency. Dividend Yield remained relatively stable, while the D/E and P/B ratios indicated modest leverage and fluctuating valuation.
4.1 Inferential statistics:
4.1.1 Correlation Analysis- Pearson correlation analysis revealed that five financial ratios—EPS, P/E ratio, ROA, ROE, and P/B ratio—were positively associated with Omantel’s market price per share. The strongest relationships were observed for P/B (r = 0.729, p < 0.001), P/E (r = 0.661, p = 0.001), and ROE (r = 0.589, p = 0.003), suggesting meaningful linkages with investor valuation. Dividend Yield was negatively correlated but statistically insignificant (r = –0.013, p = 0.477), indicating minimal linear association.
	Table 2: Correlations

	Independent Variable
	Correlation with Share Price (r)
	p-value
	Statistical Significance

	Earnings Per Share (EPS)
	0.402
	0.039
	Significant

	P/E Ratio
	0.661
	0.001
	Significant

	ROA
	0.410
	0.036
	Significant

	Debt-to-Equity (D/E)
	0.526
	0.009
	Significant

	Dividend Yield
	-0.013
	0.477
	Not Significant

	ROE
	0.589
	0.003
	Significant

	P/B Ratio
	0.729
	0
	Significant



4.1.2 Regression Analysis Results
4.1.2.1 Model Fit and Overall Predictive Strength
To assess the suitability of the regression model, a combination of summary statistics was used, as shown in Table 1. The model exhibited a strong overall fit.
	Table 3:  Model Summary and ANOVA

	Metric
	Value

	R
	0.969

	R Square
	0.938

	Adjusted R Square
	0.902

	Standard Error of the Estimate
	0.103795

	Durbin-Watson
	2.369

	F-Statistic (ANOVA)
	26.013

	p-value (ANOVA)
	.000b

	Regression Sum of Squares
	1.962

	Residual Sum of Squares
	0.129

	Total Sum of Squares
	2.091



The high R Square (0.938) indicates that approximately 94% of the variance in Omantel’s market price per share is explained by the model. The adjusted R² (0.902) confirms the model’s robustness even after accounting for the number of predictors. The Durbin-Watson statistic of 2.369 suggests no autocorrelation among residuals, satisfying an essential assumption of regression in time-series analysis. The ANOVA results (F = 26.013, p < 0.001) confirm the overall statistical significance of the model. The Regression Sum of Squares (SSR) is 1.962, and the Residual Sum of Squares (SSE) is 0.129, with a Total Sum of Squares (SST) of 2.091. This shows that a substantial portion of the total variation in the dependent variable is accounted for by the model.
4.1.2.2 Coefficients and Predictor-Level Insights
The standardized and unstandardized regression coefficients, significance values, and statistical interpretations for each financial ratio are shown in Table 2.
	Table 4: Coefficients and Predictor levels

	Financial Ratio
	B (Unstandardized)
	Beta (Standardized)
	p-value
	Statistical Significance

	Earnings Per Share (EPS)
	6.235
	0.488
	0.007
	Significant

	Price-to-Earnings (P/E)
	0.076
	0.752
	.000
	Significant

	Dividend Yield
	0.045
	0.247
	0.06
	Not Significant

	Price-to-Book (P/B)
	0.11
	0.523
	0.157
	 Not Significant

	Debt-to-Equity (D/E)
	-0.01
	-0.247
	0.233
	 Not Significant

	Return on Assets (ROA)
	.000
	-0.012
	0.937
	Not Significant

	Return on Equity (ROE)
	.000
	0.004
	0.985
	Not Significant



Only EPS and the P/E ratio emerged as statistically significant predictors at the 5% level. Dividend Yield approached significance (p = 0.060) and may warrant consideration in future studies with larger datasets. Other variables such as ROA, ROE, D/E, and P/B were not statistically significant in the multivariate context, suggesting that their predictive power is limited when controlling for stronger variables like EPS and P/E.
4.1.2.3 Hypothesis Testing Results
The statistical outcomes of hypothesis testing are summarized in Table 3. Notably, only H1 and H2 were supported, affirming that Earnings Per Share (EPS) and the Price-to-Earnings (P/E) Ratio significantly influence Omantel’s market price per share.
	Table 5: Hypotheses testing results

	Hypothesis
	Variable
	β (Standardized)
	p-value
	Decision

	H1
	EPS
	0.488
	0.007
	Accepted

	H2
	P/E Ratio
	0.752
	0
	Accepted

	H3
	Dividend Yield
	0.247
	0.06
	Rejected

	H4
	ROE
	0.004
	0.985
	Rejected

	H5
	ROA
	-0.012
	0.937
	Rejected

	H6
	D/E Ratio
	-0.247
	0.233
	Rejected

	H7
	P/B Ratio
	0.523
	0.157
	Rejected


These results confirm that earnings-based indicators are superior predictors of market price compared to leverage, liquidity, or even book value-based metrics in the context of Omantel.
4.1.2.4 Regression Equation and Predictive Model Summary
The regression analysis explores how seven financial ratios influence the market price per share of Omantel. The derived multiple linear regression equation based on unstandardized coefficients is given below:
Market Price per Share = –0.648 + 6.235 (EPS) + 0.076 (PE Ratio) + 0.000 (ROA) – 0.010 (D/E Ratio) + 0.045 (Dividend Yield) + 0.000 (ROE) + 0.110 (PB Ratio)
The implications of these results are discussed in the next section, highlighting their relevance for investors, financial analysts, and policymakers.
The regression analysis revealed that among the seven financial ratios examined, only two—Earnings Per Share (EPS) and Price-to-Earnings (P/E) Ratio—had statistically significant and positive relationships with Omantel’s share price.
· Earnings Per Share (EPS): EPS was found to significantly influence stock price (β = 0.488, p = 0.007). This is consistent with prior studies such as Singh (2018) and Jamil (2015), which highlight earnings as primary indicator investors use to assess a firm’s intrinsic value. The finding aligns with the Efficient Market Hypothesis (semi-strong form), suggesting that Omani investors incorporate reported earnings into pricing decisions.
· Price-to-Earnings (P/E) Ratio: P/E ratio emerged as the strongest predictor (β = 0.752, p = 0.000). While Singh (2018) reported P/E to be insignificant in broader contexts, this study supports its value in large, publicly visible firms like Omantel where investors may rely on valuation multiples more directly.
· Dividend Yield: The relationship between dividend yield and stock price was marginal (β = 0.247, p = 0.060). Similar to earlier research in Oman (Jamil, 2015), this suggests that income-based metrics may not heavily influence investor behavior in growth-driven sectors such as telecommunications.
· Return on Equity (ROE) and Return on Assets (ROA): Neither profitability metric showed a significant effect on share price (ROE: p = 0.985; ROA: p = 0.937). This differs from some regional studies but reflects a pattern noted in capital-intensive industries where earnings indicators are more informative than margin-based ratios.
· Debt-to-Equity (D/E) Ratio: D/E was not a significant predictor of share price (p = 0.233), echoing Banerjee’s (2019) findings in the UAE. Investors may already discount the risk of debt in government-backed or low-volatility firms such as Omantel.
· Price-to-Book (P/B) Ratio: Despite a moderately high beta (0.523), P/B was statistically insignificant (p = 0.157). This may stem from telecom industry characteristics—high intangible assets and stable physical infrastructure reduce the relevance of book value in market valuation.
The results of this study underscore the dominant influence of earnings-based valuation metrics, particularly Earnings Per Share (EPS) and the Price-to-Earnings (P/E) ratio, on the market price per share of Omantel. These findings align with the core principles of the Efficient Market Hypothesis (Fama, 1970), especially its semi-strong form, which posits that publicly available financial data are rapidly incorporated into stock prices. The strong statistical significance of EPS and P/E ratio confirms that investors in the Omani market respond rationally to fundamental earnings information.
These findings are consistent with prior empirical evidence from various emerging markets. For instance, Arkan (2016) and Putri and Pratiwi (2022) reported significant positive relationships between EPS, P/E, and stock prices in Kuwait and Indonesia respectively. Similarly, Jallow et al. (2022) and Kuntamalla and Maguluri (2023) found valuation ratios like P/E and EPS to be reliable predictors of stock price behavior in banking and manufacturing sectors.
Conversely, the insignificance of traditional performance and leverage indicators such as Return on Assets (ROA), Return on Equity (ROE), and Debt-to-Equity (D/E) in this study diverges from some earlier works. For example, Wulansari et al. (2023) and Yanto et al. (2021) found ROA and ROE to significantly influence share prices in the Indonesian market. The divergence may reflect contextual differences—Omantel’s status as a government-linked monopoly with relatively stable capital structure and profitability metrics may reduce investor sensitivity to these variables.
The finding that Dividend Yield (D/Y) was only marginally significant mirrors the mixed evidence in literature. Khan et al. (2012) and Yusrianti et al. (2016) supported a positive association between dividend yield and stock prices, whereas others like Susellawati et al. (2022) found no substantial link. In Omantel’s case, this could suggest that investors prioritize long-term valuation metrics over short-term income payouts, possibly due to the market’s developing nature and limited investment alternatives.
The Price-to-Book (P/B) ratio, while not statistically significant, demonstrated a relatively strong standardized beta coefficient, indicating potential influence on investor perception. This resonates with Marlina et al. (2023), who noted P/B’s role in valuation in the insurance sector, though its impact may be masked by multicollinearity or sample limitations in this study.
Overall, this study contributes to the literature by reaffirming the primacy of earnings indicators in emerging market valuation models while highlighting that not all traditional financial ratios hold equal explanatory power in all contexts. It also extends knowledge into the under-researched Omani capital market, offering practical insights for portfolio managers and policy analysts.
5. Theoretical Implications 
The findings of this study offer several important implications for investors, corporate managers, and regulators, particularly in emerging markets like Oman. By confirming the strong influence of EPS and P/E Ratio on stock price movements, the study affirms the semi-strong form of the Efficient Market Hypothesis (Fama, 1970)- which posits that publicly available financial data is already priced into stocks. This means that investors in the Muscat Securities Market are largely responsive to transparent, earnings-related information, even if other traditional indicators like ROE or leverage ratios are not factored heavily into valuation.
5.1 Conclusion and practical implications:
5.1.1 Conclusion:
This study provides empirical evidence on the relationship between financial ratios and stock price behavior in the Omani capital market, with a focus on Omantel. The analysis confirms that EPS and P/E ratio are significant determinants of share price, reinforcing the notion that earnings and valuation multiples dominate investor considerations in this market. Other widely used ratios such as ROE, ROA, D/E, and P/B were not statistically significant in this context.
These findings support the semi-strong form of the Efficient Market Hypothesis (EMH), suggesting that Omani investors rationally respond to publicly available financial information especially those reflecting profitability and market valuation. However, the insignificant results for some traditional ratios indicate that market efficiency may be partial, leaving room for nuanced investment strategies that account for overlooked financial indicators.
This study contributes to the underexplored literature on Oman’s equity markets and sets a benchmark for future research into capital market behavior in GCC economies.
5.1.2 Practical implications: 
5.1.2.1 For Investors:
· Focus on earnings performance and valuation multiples rather than conventional metrics like ROA or D/E.
· Use P/E trends and EPS growth as core signals for equity selection in Oman.
· Consider dividend yield only in context with earnings indicators; it holds marginal standalone value.
5.1.2.2 For Policymakers and Regulators:
· Promote earnings transparency and timely financial reporting to sustain investor confidence.
· Develop reporting standards that emphasize valuation metrics (EPS, P/E) for capital market education.
5.1.2.3 For Omantel and Similar Firms:
· Leverage EPS growth and manage earnings expectations to attract capital.
· Align investor relations strategy with the valuation dynamics that most influence share price.
5.1.2.4 For Future Researchers
· Expand Scope Beyond Omantel: Replicate this study across industries and multiple companies listed on the Muscat Stock Exchange.
· Conduct Cross-Country Analyses: Compare Oman’s market behavior with other GCC countries to explore region-wide investment trends and inefficiencies.
· Integrate Non-Financial Variables: Examine the influence of factors like ESG scores, corporate governance, and investor sentiment.
These implications align with literature such as Yusrianti et al. (2016) and Jallow et al. (2022), who also noted investor preference for valuation over solvency indicators in emerging economies. Conversely, the marginal role of liquidity and leverage contrasts with studies like Wulansari et al. (2023), highlighting the importance of market-specific dynamics.
This study offers critical insights into the valuation dynamics of a leading firm in Oman’s capital market, confirming the dominance of earnings-based indicators such as EPS and P/E ratio in predicting stock price movements. These findings reinforce the practical relevance of the semi-strong form of the Efficient Market Hypothesis in emerging markets. For investors, policymakers, and corporate leaders, the results highlight the need to prioritize earnings transparency and market-based valuation tools. While the study provides a focused analysis on Omantel, it lays the groundwork for broader cross-sectoral and regional investigations that can further advance our understanding of market behavior and efficiency in the GCC region.
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