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Abstract

This research examines the impact of free cash flow on dividend payout
ratio. The population of this research is all manufacturing firms listed in Indonesia
Stock Exchange (BEI) from 2012 —2015. Sample is taken using purposive sampling
technique. The research uses 216 samples that are taken from 82 manufacturing
firms that are listed in the Indonesia Stock Exchange (IDX) from 2012-2015.

The result of this research shows that free cash flow has an impact on
dividend payout ratio of manufacturing firms listed in Indonesia Stock Exchange.
Size also has an impact on dividend payout ratio but the age of the firms does not
have an impact on dividend payout ratio. This research conclude that firms with
higher free cash flow will also produce more dividend.

Keywords: Free Cash Flow, Dividend Payout Ratio, Firm Size, Firm Age
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