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Résumé 

La thèse se compose de trois études consacrées à la politique de dividendes des entreprises 

européennes cotées.  

Le premier essai étudie : (i) les éléments déterminants entraînant le paiement de dividendes, (ii) 

le changement au fil du temps dans le comportement des entreprises, pour le paiement de 

dividendes et (iii) les facteurs à l’origine de la diminution de la proportion des entreprises 

européennes payant des dividendes. En utilisant des sociétés cotées de 21 pays européens 

entre 1991 et 2010, nous voulons déterminer si les entreprises européennes payant des 

dividendes suivent la même tendance à la baisse que celle constatée aux États-Unis. En outre, 

cette analyse nous fournit l'occasion d'étudier les facteurs qui sont importants dans la 

détermination de la politique de dividende en Europe. 

Le deuxième essai étudie les facteurs qui sont responsables à long terme (permanents) des 

changements de la politique de dividendes par les entreprises européennes cotées. Dans cet 

essai, nous examinons les facteurs qui motivent les changements durables dans les politiques 

de dividendes , à savoir qui conduisent un payeur de dividende régulier à suspendre les 

paiements de façon permanente, ou au contraire, qui conduisent une entreprise n’ayant jamais 

payé de dividendes à adopter une politique de versements de dividendes réguliers . 

Le troisième essai étudie la validité empirique de l’hypothèse de l’effet signal du dividende. 

Dans un premier temps, nous examinons l'association entre les changements de dividendes et 

les changements futurs de bénéfices pour l'échantillon complet. Dans une deuxième étape, 

nous ne considérons que les annonces de changement de dividendes qui sont suivies par des 

changements inattendus dans les cours des actions pendant la période de trois jours autour de 

l’annonce du changement de dividende. Les changements dans les prix des actions devraient 

être dans le sens de l'évolution des dividendes si nous supposons que les forces du marché ne 

réagissent qu’aux changements des annonces de dividendes, qui ont contenu de l'information 

sur les bénéfices futurs.�

�

Mots-clés : Dividende, performance, L'asymétrie d'information, la théorie de signalisation, 
les rendements des actions, opportunités d'investissement.
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Abstract 

The dissertation consists of three studies devoted to the dividend policy of European listed 

firms.  

The first essay investigates: (i) the determinants of dividend payments; (ii) the change in the 

dividend payment behavior of firms over time; and (iii) factors that are responsible for the 

decrease in the proportion of dividend payers in Europe. By using listed firms from 21 European 

countries between 1991 and 2010, we want to determine whether European dividend payers 

follow the same declining trend as US ones. Furthermore, this analysis provides us the 

opportunity to study the factors that are important in the determination of dividend policy in 

Europe. 

The second essay   investigates the factors that are responsible for long term (permanent) 

dividend policy changes by European listed firms. In this essay we examine the factors that 

motivate lasting changes in dividend policies, i.e. that lead a regular dividend payer to stop 

payments permanently, or conversely that lead a never paid firm to adopt a policy of regular 

dividend payments. 

The third essay investigates the empirical validity of the dividend signaling hypothesis. In a first 

step we examine the association between dividend changes and future earnings changes for 

the full sample. In a second step we consider only those dividend change announcements that 

are followed by unexpected changes in stock prices during the three days period around 

dividend change announcements. The changes in stock prices should be in the direction of 

dividend changes if we assume that market forces react only to dividend change 

announcements, which have information content about future earnings.  

�

Key words: Dividend, performance, information asymmetry, signaling theory, equity returns, 
investment opportunities.�
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Table 1– General trend of dividend payments by European Firms 

Firms are number of firms that announce positive net earnings for each year t, and for which all the data 

in the table are available. Market capitalization, net earnings, and dividends are reported in million of 

Euros. Local currencies are converted into Euros. The exchange rate used is the one in force on 31 

December of each year t. Beside UK, France, and Germany, the sample includes firms from Austria, 

Belgium, Cyprus, Denmark, Finland, Greece, Iceland, Ireland, Italy, Luxembourg, Netherland, Gibraltar, 

Norway, Portugal, Spain, Sweden, Switzerland, and Turkey. 

UK 

�

� �

Year Firms Market Capitalization Net earnings Dividends  Payout ratio Payers (%)

1990 67 25797 2427 1 265 52.1 92.5 

1991 79 51656 4701 2029 43.2 83.5 

1992 267 194985 16231 7719 47.6 91.8 

1993 360 421228 23135 10949 47.3 94.2 

1994 400 412997 30106 13851 46.0 94.0 

1995 416 449014 34248 15649 45.7 94.2 

1996 459 476586 57704 18687 32.4 90.2 

1997 449 707473 65649 26692 40.7 83.3 

1998 528 875393 81475 32055 39.3 89.6 

1999 563 1342904 54812 28434 51.9 86.5 

2000 591 1572917 77922 33929 43.5 82.2 

2001 566 1099723 63922 30604 47.9 81.3 

2002 548 830797 52578 29784 56.6 81.8 

2003 589 924600 58064 29581 50.9 77.8 

2004 663 1094657 86009 36427 42.4 72.2 

2005 724 1531706 149601 53936 36.1 69.1 

2006 727 1574804 147539 56905 38.6 67.8 

2007 751 1722802 162691 61102 37.6 66.7 

2008 669 1037924 157963 54098 34.2 66.4 

2009 573 1213905 104007 49591 47.7 62.8 

2010 617 1625637 135448 54023 39.9 60.5 

Mean 505 913691 74582 30824 44.9 77.6 
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Year Firms Market Capitalization Net earnings Dividends  Payout ratio Payers (%) 

1990 60 4613 731 137 18.8 85.0 

1991 68 16166 1377 321 23.3 95.6 

1992 144 138900 9319 3317 35.6 93.8 

1993 147 179554 8704 3472 39.9 89.1 

1994 177 170469 10416 3620 34.8 88.7 

1995 180 180713 10400 4078 39.2 89.4 

1996 193 272820 13449 5055 37.6 88.1 

1997 205 378696 19377 7032 36.3 91.7 

1998 211 534021 25451 8659 34.0 89.1 

1999 209 901431 28421 10453 36.8 87.6 

2000 320 988554 48046 13639 28.4 78.8 

2001 317 736229 37494 11675 31.1 75.7 

2002 302 586617 32325 11346 35.1 77.8 

2003 295 656167 35427 12590 35.5 73.6 

2004 314 699896 42464 15472 36.4 72.6 

2005 313 873554 54305 21401 39.4 76.7 

2006 322 1253037 81370 31832 39.1 73.6 

2007 315 1392853 89298 34757 38.9 74.3 

2008 260 795207 75629 36459 48.2 75.8 

2009 244 995288 65846 37005 56.2 81.1 

2010 267 918179 71968 31735 44.1 78.7 

Mean 232 603474 36277 14479 36.6 83 
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Year Firms  Market Capitalization Net earnings Dividends  Payout ratio Payers (%) 

1990 36 10761 288 135 46.8 83.3 

1991 38 6686 433 218 50.4 86.8 

1992 98 67284 3609 1861 51.6 88.8 

1993 102 96556 3820 2120 55.5 89.2 

1994 114 101670 8564 2511 29.3 81.6 

1995 128 113316 6835 2958 43.3 81.3 

1996 131 195730 9470 4449 47.0 83.2 

1997 146 248020 12326 6159 50.0 87.0 

1998 153 410283 25343 11194 44.2 87.6 

1999 170 610282 24407 9089 37.2 83.5 

2000 197 531770 28167 12409 44.1 70.6 

2001 177 347573 22695 7298 32.2 74.0 

2002 172 260462 22319 8489 38.0 66.9 

2003 169 347917 15142 6458 42.7 67.5 

2004 203 441085 28608 11985 41.9 62.1 

2005 220 517376 32196 13847 43.0 62.3 

2006 236 628203 49712 21173 42.6 58.5 

2007 240 720817 38971 18855 48.4 65.0 

2008 226 378727 28732 15976 55.6 63.3 

2009 196 454015 23776 14083 59.2 69.4 

2010 228 627886 30193 14344 47.5 58.3 

Mean 161 338877 19791 8839 44.7 74.8 

�

��
��������������

Year Firms  Market Capitalization Net earnings Dividends  Payout ratio Payers (%) 

1990 86 8381 782 370 47.3 90.7 

1991 147 34347 2600 1169 45.0 87.8 

1992 333 109045 10077 4249 42.2 87.4 

1993 396 207414 13898 5473 39.4 87.1 

1994 464 238250 19563 6933 35.4 89.9 

1995 507 329253 29680 10509 35.4 88.6 

1996 564 480073 30351 11822 39.0 87.8 

1997 607 728410 46855 15887 33.9 87.6 

1998 631 954544 66735 25292 37.9 88.1 

1999 658 1609868 65927 22103 33.5 84.5 

2000 833 1733352 101031 28271 28.0 79.0 
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------Table 1 continued------ 

Year Firms  Market Capitalization Net earnings Dividends  Payout ratio Payers (%) 

2001 660 1256114 59431 24756 41.7 78.0 

2002 688 901886 73121 27541 37.7 71.5 

2003 800 1312865 77651 39245 50.5 70.3 

2004 850 1607729 98443 46115 46.8 75.3 

2005 941 2132778 138386 60144 43.5 74.4 

2006 949 2781185 154503 68528 44.4 72.8 

2007 1008 3003123 190712 75422 39.5 69.6 

2008 835 1492640 167712 71755 42.8 69.0 

2009 775 1972467 125715 56211 44.7 68.4 

2010 866 2455685 165392 76297 46.1 70.0 

Mean 648 1207115 78027 32290 41 80 
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 Table 2 of chapter 1 contains the list of the sample countries. 
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4
 We define dividend initiator (positive switchers) as firm that initiates dividend payment for the first time 

and never omits them during the rest of the sample period. On the other hand, dividend omitter (negative 

switcher) is a firm that regularly pays dividend before omission year and then never pays dividend during 

the rest of the sample period. 



�$�

�

������
�	������+������<�
���
�	
�;�&���5���
���������
�����
��������
����
�������	��

������
�� �&�����
�� 6�
�����	
�� �
�� 	�����
�8� ��
�
�� ���� ����
� ���
� �&����� &�
�	&�

��
��
���	
�����������
���&��������
���

����� ������ �	������ 	
� ��
��� ����� ���
��� ����
� ������
�� �	����� 	
��� 	
��� ��
�
�� ����

������� ��
�	�;� ���
�
�� ����� ����� ����/� �	� ����
� ������
�� �����
�� 6
	
+�����
�8�

������	
�� ��	
���
������
�����������
���	��������
������
��?	����
�	
�������
���	�����

���������	����	
��

����������
�������
���	
����������
���������������
����
�����
�����

��	�
�������� �
	��	
�� ���
� �	� �
	���
� �
�������
��	
�
	
+�����
��������	
���=��

��
	
�
�� ���� �	
�+��
�������

� 	�� ������
�� �����
��;� ������ �������� �	� 
	�� �	
����
�

������
�� �	����� ��� ������ �	� 	�
� /
	&�����;� 	�
� ������ ��� ���� ��
��� �	� �5���
�� ����	
��

�������
�� ��
�� �	
�� ��
�� ������
�� �	������ �������� ������
� �	� ����� 	
�� �
�� ��	��� �����

�
������������������
��
�
���	��������
���
������	
���
��	�����	
�$��=��;���������
���	
��

	�� �
�����	
���
��	�����
������� �
��
���	��� �����������	&��� ��
�� �	� �� �
������� �
� ����

�����������
��
�����	
����	
��������
������
�	�����
�����
	���
��������
�
�����������

������� ��
�	��� <	
� �5������ � =�/�
� �
�� *�
���
� 6����8� �
�� 2	�
��
� ��� ���� 6���$8�

�	
����
�����
������
��
�����	
����
�������
�������������
�������
�������
�����
�������
�

	�����	
*�������	�
	���	
����
����� �	
����
���
�+��
���	��+���
��������
�������
��

 �����	
�	����
�����
��	
�
����	�
�����
���	
��	���&�����
��
���
����	�
���������	���	���

��
��� ����� ���
��� ����
� ������
�� �	����� 	
��� 	
��� ��
�
�� ���� ������� ��
�	���

<�
���
�	
�;� �	��� 	�� �
���	��� �������� �	���� �����
� 	
� ������
�� �
������	
� 	
� 	
�

������
��	�����	
��=���
���1�
�� 	����	��������
��
���������&�����
�;�&��&���� ��� ���

�	� ����
��
��&�����
� ���� ����� ����	
�� �
�� 
���	
�� ��� �	
� ������
�� � �
�	
��
���

�
���
������	
���

I�
� ��
��
��� �������� ����E� 6�8� %
	�
�� ���� ������
�� �&����� ���
;� �	������� 6
�������8�

�&�����
�� �5��
��
��� �� ���
�����
�� �
�
����� 6���
����8� �
� ����
� �
	���� �����C� 6��8� %�����

���������������������������������������� ��������������

5
We have not identified any studies of dividend initiations and omissions conducted on European firms. 
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6
 Older, larger, and more profitable firms, with few investment opportunities are considered mature firms. 
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7
Ferris, Sen, and Yui (2006) define a “new list” as a firm that first appears on Company Analysis database 

in year t. Fama and French (2001) define it as a firm that is added to the CRSP database between June of 

year t-1 and May of t. A firm in the Compustat sample is defined as a new list in calendar year t if it is 

added to the CRSP database between January and December of year t. Compustat firms must be in the 

CRSP database to be new lists. Moreover, NYSE firms added to the CRSP database in December 1925, 

AMEX firms added in July 1962, and NASDAQ firms added between December 1972 and February 1973 

are not defined as new lists in either the CRSP or Compustat samples. 
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8 Despite Europe’s global importance, very little published research has examined dividend policy on a 

continent-wide basis (Eije and Megginson, 2006). 

9 Denis and Osobov (2008), for instance, use 1989 to 1993 as their benchmark period and 1994 to 2002 

as their forecast period. 
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10
 For further verification of the impact of new firms on dividend paying trends, we use initial public 

offering (IPO) date as an additional proxy. 
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11
 Dividend stickiness means firms propensity to stick to their previous dividend behavior. 
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12
We used Datastream's lists of all live and dead companies for this purpose. Dead companies include 

those that subsequently failed, merged or de-listed. 

13
 Dividend laws are different for financials. 
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Table 1 

 Proportion of firms from various sectors
15

 using the GICS classification 

Sector of firms Firms (%) 

Energy 5.0 

Materials 10.5 

Industrials 23.8 

Consumer Discretionary 24.2 

Consumer Staples 7.0 

Health care 8.0 

Information Technology 17.5 

Telecommunication Services 1.7 

Utilities 2.3 

���������������������������������������� ��������������

14
 All data falling more than three standard deviations away from the mean were considered as outliers. 

15
 Sub-classification of the sectors is given in appendix VI. 
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Table 2 

 Number of sample firms for each country 

Country Firms 

AUSTRIA 72 

BELGIUM 66 

CYPRUS 5 

DENMARK 77 

FINLAND 110 

FRANCE 555 

GERMANY 445 

GIBRALTAR 3 

GREECE 154 

ICELAND 6 

IRELAND 79 

ITALY 188 

LUXEMBOURG 20 

NETHERLANDS 153 

NORWAY 105 

PORTUGAL 37 

SPAIN 105 

SWEDEN 163 

SWITZERLAND 204 

TURKEY 158 

UK 1941 

Total 4646 
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Table 3 

Number of firms in each dividend group 

The annual payment group covers firms on the basis of annual ordinary dividend payments. Payers pay 

dividends in year t; non-payers do not. The long term policy group classifies firms on the basis of their 

long term ordinary dividend policy. Regular payers are firms that have never omitted dividend payment 

during the sample period (subject to the data availability on Datastream). Regular non-payers have never 

paid dividends. Irregular payers are firms other than regular payers and regular non-payers.  

Year  Firms 
 Annual payment group  Long term policy group 

Payers Non-payers Reg. Non-payers Reg. Payers Irreg. Payers

1990 323 264 59 11 102 210 

1991 474 362 112 21 148 305 

1992 1205 912 293 48 438 719 

1993 1423 1073 350 54 512 857 

1994 1489 1179 310 68 532 889 

1995 1563 1231 332 76 549 938 

1996 1673 1290 383 98 565 1010 

1997 1780 1393 387 136 587 1057 

1998 2065 1525 540 245 639 1181 

1999 2243 1549 694 324 658 1261 

2000 2783 1714 1069 547 758 1478 

2001 2949 1569 1380 680 763 1506 

2002 3208 1565 1643 799 784 1625 

2003 3366 1587 1779 862 786 1718 

2004 3466 1659 1807 952 768 1746 

2005 3584 1742 1842 1070 753 1761 

2006 3541 1683 1858 1128 711 1702 

2007 3476 1711 1765 1131 692 1653 

2008 3263 1531 1732 1050 664 1549 

2009 3127 1410 1717 972 660 1495 

2010 3001 1439 1562 903 650 1448 
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Fig.1. Number of firms in different dividend groups

This figure is based on listed firms from 21 Europe

dividends in year t; non-payers do not. The second classification of firms i

dividend path. Regular payers are firms that nev

non-payers are firms that never pay dividends and irreg

regular non-payers.  

0

100

�000

�100

2000

2100

3000

3100

4000

�
�
�
0

�
�
�
�

�
�
�
2

�
�
�
3

�
�
�
4

�
�
�
1

�
�
�
�

�
-5
�
 


��	
��������
�
��������	
�����)�
	���
��	�
�
�����

�	
	���� 
������	
� 	�� ���� ��
��� ������ ������ �	� �� �
� ���	
��
�� ����	
� �	
� ����

�����
���
�����
�� �
�	��������
������
����
�
�������� +��
�	������+

'��=��;����������
���
�����
�� �
�	������
����	���� ��������	
�
��	
�����������

�	�������	
	����
������	
��@	&���
;� �������
����� �
�����
�� �
�	������
��

��
�����;� ��������
�� ����� ���� �
���5� 	�� 
�&� ������ ��
��� ��� ���� �
���
�� �
���
� 	�� �����

. Number of firms in different dividend groups

This figure is based on listed firms from 21 European countries covered by Datastream. Payers pay 

payers do not. The second classification of firms is on the basis of their long term 

dividend path. Regular payers are firms that never omit dividends in their Datastream history; regu

payers are firms that never pay dividends and irregular payers are firms other than regular payers and
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Table 4 

Percentage of firms in various dividend groups 

We compute the ratio of firms in each dividend group to the total sample firms for each year and then 

multiply it by 100. Payers are firms that pay dividends in year t, non-payers do not. Regular payers never 

omit dividend payments and regular non-payers never pay them. Irregular payers are firms other than 

regular payers and regular non-payers. 

Year Payers 
Non- Regular Regular Irregular 

payers non-payers payers payers 

1990 81.73 18.27 3.41 31.58 65.02 

1991 76.37 23.63 4.43 31.22 64.35 

1992 75.68 24.32 3.98 36.35 59.67 

1993 75.40 24.60 3.79 35.98 60.22 

1994 79.18 20.82 4.57 35.73 59.70 

1995 78.76 21.24 4.86 35.12 60.01 

1996 77.11 22.89 5.86 33.77 60.37 

1997 78.26 21.74 7.64 32.98 59.38 

1998 73.85 26.15 11.86 30.94 57.19 

1999 69.06 30.94 14.44 29.34 56.22 

2000 61.59 38.41 19.66 27.24 53.11 

2001 53.20 46.80 23.06 25.87 51.07 

2002 48.78 51.22 24.91 24.44 50.65 

2003 47.15 52.85 25.61 23.35 51.04 

2004 47.86 52.14 27.47 22.16 50.38 

2005 48.60 51.40 29.85 21.01 49.14 

2006 47.53 52.47 31.86 20.08 48.07 

2007 49.22 50.78 32.54 19.91 47.55 

2008 46.92 53.08 32.18 20.35 47.47 

2009 45.09 54.91 31.08 21.11 47.81 

2010 47.95 52.05 30.09 21.66 48.25 

Mean 62.35 37.65 17.77 27.63 54.60 
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Fig.2. Proportion of firms in various dividend groups
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Benito and Young (2003), Denis and Osobov (2008)

(2006) also report a decline in the proportion of dividend payers 
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Denis and Osobov (2008), Ferris et al. (2003) and Von Eije and Megginson 

ort a decline in the proportion of dividend payers in various European economies.

�

�0�

E� �8�
�&����
�	
�	
�������
��C��
��

������
���8�� <�
���
�

�	
�	
�������
����	�
	�������������

�
��������;� �������
;�

Von Eije and Megginson 

in various European economies.
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Ferris, Sen, and Yui (2006) define a new list as a firm that first appears on Company Analysis in year 

“t”.
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 To compute the value, we sum ratios of newly incorporated firms to total firms for each year of the 

period 1990 to 2010, then divide it by the number of years in the sample and multiply by 100.  
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Table 5 

Distribution of newly incorporated and newly listed firms 

This table shows the trend of dividend payment in newly incorporated firms and newly added firms. 

Newly incorporated firms are those that are registered as public limited company in year t. Newly added 

firms are old (existing) firm that were not previously covered by Datastream, and are added to the 

database in year t. Column “Dividend (%)” reports the proportion of firms that pay dividends. 

  All Firms Newly Incorporated Firms Newly Added Firms 

Year Total firms Dividend payers (%) Firms Dividend payers (%) Firms Dividend payers (%)

1990 323 81.73 54 40.70 36 55.58 

1991 474 76.37 43 23.30 66 57.78 

1992 1205 75.68 30 23.30 558 78.57 

1993 1423 75.40 40 22.50 163 77.34 

1994 1489 79.18 47 25.50 27 47.32 

1995 1563 78.76 54 44.40 19 19.21 

1996 1673 77.11 43 34.90 63 31.13 

1997 1780 78.26 75 50.70 45 14.15 

1998 2065 73.85 66 48.50 228 34.69 

1999 2243 69.06 71 35.20 153 22.77 

2000 2783 61.59 49 44.90 542 36.04 

2001 2949 53.20 49 24.50 259 22.73 

2002 3208 48.78 38 39.50 241 11.82 

2003 3366 47.15 30 30.00 197 6.17 

2004 3466 47.86 46 17.40 167 10.33 

2005 3584 48.60 50 18.00 159 8.13 

2006 3541 47.53 42 35.70 102 2.09 

2007 3476 49.22 57 29.80 67 11.30 

2008 3263 46.92 65 35.40 0 0.00 

2009 3127 45.09 16 0.00 15 35.48 

2010 3001 47.95 3 100.00 13 6.25 
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 Time series changes in the dividend policies of these groups means that, for example, payers of sub-

period 2003-06 switch to non-payers or irregular payers at the same rate at which payers of 1990-94 are 

switched. 
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From net listed dividend payers we mean net of delisted and missing data firms. If dividend data is 

missing for all years of a sub-period, it is considered as missing data firm.  
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By initial sub-period, we mean the sub-period in which a firm appears for the first time in the 

DataStream database. 
22

 One reason for the small number of non-payers may be the limited coverage of the DataStream 

database during the initial years of the 90s. The database covers large and mature firms during these years 

(see Denis and Osobov 2008). 
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 These results are  consistent with Fama and French (2001) and Denis and Osobov (2008), who report 

that firms recently added to their samples are  those that never become dividend payers. 
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 Here average is computed by averaging mean proportions of all periods. 
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Table 6 

Evolution of dividend policies of firms of various d

This table reports the evolution of dividend policies of 

under consideration. A payer is a firm that pays dividends at least once during the sub

Non-payers are firms that do not pay dividends at all d

should have paid a zero dividend at least once and a positive dividend at least once du

excluded. Column 8 reports the total number of firm

subtracting delisted column (6) and missing data firms column (

(col 4), irregular payers (col 5) and delisted firms (6) to net firms (8) multiplied by 100.

Evolution of dividend policies of firms of various dividend groups

able reports the evolution of dividend policies of firms of various dividend groups over time. Column “Entering period” repor

under consideration. A payer is a firm that pays dividends at least once during the sub-period, and pays no zero divi

payers are firms that do not pay dividends at all during the concerned sub-period. To be an irregular payer during a sub

should have paid a zero dividend at least once and a positive dividend at least once during that sub-period. Delisted and missing data firms are 

excluded. Column 8 reports the total number of firms that are covered by the database during the sub-period. Column (8) is computed by 

subtracting delisted column (6) and missing data firms column (7) from column (1). The % columns are the ratios of

(col 4), irregular payers (col 5) and delisted firms (6) to net firms (8) multiplied by 100.
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$0�

firms of various dividend groups over time. Column “Entering period” reports the period 

period, and pays no zero dividends during the sub-period. 

period. To be an irregular payer during a sub-period, a firm 

period. Delisted and missing data firms are 

period. Column (8) is computed by 

7) from column (1). The % columns are the ratios of non-payers (col 3), payers 
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Table 7 

Evolution of dividend policy of firms of various sub-periods 

This table reports the change in the proportion of various dividend groups. The column “Primary sub-period” reports the period for those firms under consideration. A 

payer is a firm that pays a dividend at least once during the sub-period, and pays no zero dividends during the sub-period. Non-payers are firms that do not pay 

dividends at all during the concerned sub-period. To be an irregular payer during a sub-period, a firm should have “paid” a zero dividend at least once and a positive 

dividend during that sub-period at least once. The column “Total firms” reports net firms of the primary sub period, excluding delisted and missing data firms. 

Primary  sub-period Following period Non-payers Payers Irregular payers Total firms % payers % non-payers % irregular payers 

1990-94 189 1016 249 1454 69.9 13.0 17.1 

1995-98 100 915 70 1085 84.3 9.2 6.5 

1999-02 95 752 64 911 82.5 10.4 7.0 

2003-06 72 643 44 759 84.7 9.5 5.8 

2007-10 52 464 49 565 82.1 9.2 8.7 

1995-98 383 1325 270 1978 67.0 19.4 13.7 

1999-02 290 999 79 1368 73.0 21.2 5.8 

2003-06 216 765 45 1026 74.6 21.1 4.4 

2007-10 143 576 45 764 75.4 18.7 5.9 

1999-02 1109 1348 558 3015 44.7 36.8 18.5 

2003-06 702 949 158 1809 52.5 38.8 8.7 

2007-10 459 675 111 1245 54.2 36.9 8.9 

2003-06 1473 1257 628 3358 37.4 43.9 18.7 

  2007-10 849 817 167 1833 44.6 46.3 9.1 
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Panel A: Enter as a payer 

Entering year 

Following  1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 

1991 0.93                                       

1992 0.86 0.89                                     

1993 0.82 0.85 0.93                                   

1994 0.85 0.87 0.93 0.96                                 

1995 0.82 0.84 0.91 0.93 0.95                               

1996 0.82 0.84 0.90 0.92 0.93 0.96                             

1997 0.92 0.85 0.91 0.92 0.93 0.94 0.96                           

1998 0.84 0.83 0.89 0.90 0.91 0.92 0.94 0.96                         

1999 0.80 0.80 0.87 0.87 0.87 0.88 0.88 0.90 0.92                       

2000 0.75 0.77 0.84 0.83 0.82 0.83 0.84 0.84 0.86 0.89                     

2001 0.67 0.66 0.76 0.74 0.74 0.74 0.74 0.75 0.76 0.78 0.81                   

2002 0.65 0.65 0.74 0.73 0.72 0.73 0.72 0.72 0.73 0.74 0.76 0.87                 

2003 0.62 0.62 0.72 0.73 0.71 0.71 0.71 0.71 0.72 0.73 0.75 0.82 0.89               

2004 0.60 0.62 0.71 0.71 0.70 0.70 0.70 0.70 0.71 0.71 0.73 0.79 0.83 0.90             

2005 0.61 0.64 0.70 0.69 0.69 0.68 0.68 0.67 0.68 0.69 0.70 0.75 0.78 0.83 0.89           

2006 0.56 0.58 0.64 0.64 0.63 0.63 0.64 0.63 0.63 0.64 0.65 0.68 0.71 0.75 0.81 0.87         

2007 0.57 0.60 0.63 0.61 0.61 0.61 0.61 0.59 0.60 0.60 0.61 0.64 0.66 0.70 0.75 0.80 0.88       

2008 0.48 0.50 0.56 0.55 0.54 0.54 0.54 0.53 0.53 0.53 0.54 0.56 0.58 0.61 0.65 0.68 0.74 0.82     

2009 0.41 0.46 0.51 0.49 0.49 0.48 0.48 0.46 0.45 0.46 0.47 0.50 0.51 0.54 0.56 0.59 0.64 0.69 0.79   

2010 0.43 0.47 0.52 0.51 0.50 0.50 0.49 0.48 0.47 0.48 0.48 0.51 0.52 0.55 0.58 0.59 0.64 0.68 0.77 0.90 
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Panel B:  Enter as a non-payer                                   

Entering year 

Following  1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 

1991 0.88                                       

1992 0.78 0.81                                     

1993 0.73 0.71 0.85                                   

1994 0.58 0.57 0.63 0.70                                 

1995 0.55 0.55 0.57 0.60 0.78                               

1996 0.60 0.61 0.56 0.58 0.73 0.82                             

1997 0.45 0.48 0.44 0.47 0.60 0.65 0.74                           

1998 0.53 0.45 0.43 0.44 0.54 0.60 0.65 0.84                         

1999 0.63 0.51 0.43 0.43 0.53 0.55 0.58 0.74 0.85                       

2000 0.53 0.48 0.43 0.42 0.53 0.54 0.57 0.72 0.78 0.85                     

2001 0.63 0.52 0.52 0.48 0.56 0.59 0.59 0.70 0.77 0.82 0.88                   

2002 0.63 0.53 0.54 0.51 0.61 0.63 0.62 0.71 0.76 0.78 0.83 0.89                 

2003 0.55 0.49 0.53 0.52 0.59 0.60 0.61 0.70 0.75 0.78 0.81 0.84 0.90               

2004 0.50 0.44 0.46 0.44 0.51 0.51 0.52 0.62 0.68 0.71 0.72 0.74 0.79 0.86             

2005 0.50 0.42 0.44 0.42 0.48 0.45 0.48 0.57 0.64 0.65 0.67 0.67 0.69 0.76 0.86           

2006 0.40 0.40 0.41 0.39 0.44 0.43 0.46 0.55 0.61 0.61 0.62 0.62 0.64 0.68 0.77 0.88         

2007 0.35 0.32 0.32 0.35 0.40 0.39 0.41 0.48 0.56 0.55 0.56 0.56 0.58 0.61 0.69 0.78 0.87       

2008 0.40 0.32 0.34 0.33 0.36 0.36 0.38 0.45 0.52 0.51 0.53 0.52 0.54 0.57 0.63 0.71 0.77 0.87     

2009 0.38 0.34 0.34 0.33 0.36 0.35 0.37 0.41 0.48 0.47 0.49 0.48 0.50 0.53 0.58 0.64 0.69 0.76 0.84   

2010 0.33 0.27 0.30 0.28 0.32 0.32 0.32 0.37 0.42 0.42 0.43 0.42 0.44 0.45 0.50 0.55 0.60 0.66 0.72 0.83 
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Net adjusted dividends means dividends adjusted for capital changes if there are any. 
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Table 9 

Frequency of dividend changes by year during the period 1990-2010 

A firm that pays higher (lower) net adjusted dividends to its common stockholders in the year “t” than it 

has paid in the year “t-1” is defined as a positive/negative dividend change firm. The column “Total 

Firms” reports the number of firms that change their dividends.  Any special dividends paid are excluded. 

Positive (negative) change firms are the proportion of total firms that change their dividend payments 

(zero change firms are excluded). The initial sample includes 4,223 firms from 21 European countries. 

Year Total firms  Positive changes (%) Negative changes (%) 

1990 18 66.7 33.3 

1991 15 100.0 0.0 

1992 19 78.9 21.1 

1993 39 76.9 23.1 

1994 167 93.4 6.6 

1995 188 95.2 4.8 

1996 279 87.5 12.5 

1997 433 86.1 13.9 

1998 618 76.2 23.8 

1999 1175 75.1 24.9 

2000 1222 74.9 25.1 

2001 1229 63.5 36.5 

2002 1185 67.1 32.9 

2003 1159 71.3 28.7 

2004 1258 79.5 20.5 

2005 1331 79.3 20.7 

2006 1359 81.5 18.5 

2007 1351 82.0 18.0 

2008 1267 49.5 50.5 

2009 1139 52.8 47.2 

2010 1134 79.0 21.0 
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Fig. 3  

Trend of dividend changes during the period 1990-2010 (represents Table 9) 
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Fig. 5. Profitability of various dividend groups 

EPS is the net annual earnings scaled by the number of issued common stocks for the year t. P is the stock 

price at the year end of year t.  
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26
 Our second proxy for firms’ size (that we use for multivariate analysis) also gives similar results. 

27
 One reason could be, as prior literature suggests, that dividends are concentrated among larger and 

more profitable firms over time (DeAngelo, DeAngelo, and Skinner (2004); Denis and Osbov (2008)). 
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Fig. 6.  Size of firms 

Firm size is measured as median value of the book value of total assets (reported in millions of Euros). 

Local currencies are converted to Euro at the exchange rates in effect at the end of year t.
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�It should be noted that newlists defined by Fama and French (2001) differs from our definition of newly 

incorporated firms. 
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Fig. 7.  Time series changes in firms investment opportunities  

Asset growth is equal to dAt /At. where dAt is the proxy for investment which is equal to At – At-1. Payers 

are firms that pay dividends in the year t, and non-payers do not. 
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Table 10 

Characteristics of various dividend groups 

Payers pay dividends in year t; non-payers do not. Regular payers never omit dividends while regular non-payers never pay dividends during the sample period. Firms that are neither 

regular payers nor regular non-payers are defined as irregular payers. New firms (IPO) are firms that make their initial public offering in the year “t”. We define age as “the number 

of years since a firm’s incorporation”.  Reported values are averages of annual median values for measures of profitability, growth opportunities, firm size, earned-to-contributed 

capital mix, financial risk and age. The sample period is 1990-2010. For New Firms (IPOs) the sample period is 1990-2009 as the small number of IPOs in 2010 results in 

abnormally large mean value of total assets for the year 2010. 

At, EBITt, REt, TEt, EPSt, and Pt stand for total assets, earnings before interest and taxes, retained earnings, book value of shareholders’ equity, net earnings per share and stock price 

at the end of fiscal year t. Assets growth is equal to dAt/At. where dAt is the proxy for investment which is equal to At – At-1. Size is measured as total assets of a firm “i” at the end 

of year “t” reported in millions of Euros. We exclude the observations having negative common stock holders equity (TE). 

  Profitability  Growth opportunities   Size Earned equity   Financial risk     Age 

  EBITt/At EPSt/Pt  dAt /At.  M/B   TA REt/TEt   Gearing ratio Borrowing ratio # of years 

All firms 7.06 4.82  5.68 1.72   129.4 81.76   29.33 44.26 31 

Payers 9.12 6.47  6.50 1.77   261.7 85.39   30.46 45.25 40 

Non-payers 0.79 -3.28  2.02 1.60   48.8 66.88   31.24 52.10 21 

Regular payers 9.59 6.37  6.37 1.89   413.2 87.17   28.84 42.25 46 

Regular non-payers -3.92 -6.31  8.75 1.99   26.9 62.36   18.05 26.17 11 

Irregular payers 7.02 5.15  4.75 1.55   141.8 79.34   34.82 57.58 37 

New Firms (IPO) 6.53 3.34  9.66 2.19   65.9 83.54   21.84 28.42 24  
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Table 11 

Time series fluctuations in the firm characteristics 

In panel “A” reported values are annual median values for all sample firms while panel “B” reports period averages of 

annual median values. At, EBITt, REt, TEt, EPSt, and Pt stand for total assets, earnings before interest and taxes, retained 

earnings, common stockholders’ equity, net earnings per share and stock price at the end of fiscal year t. Asset growth is 

equal to dAt /At; where dAt = At – At-1. Size is measured as total assets of firm i of country c at the end of year t divided 

by the average total assets of country c at the end of for year 2010. Gearing and borrowing ratios are proxies for 

financial risk. We exclude the observations having negative  stock holders equity (TE). We compute age from the date 

of a firm’s incorporation.

Panel A (All Firms) 

  Profitability   Growth opportunities   Earned equity   Financial risk   

year EBITt/At EPSt/P   dAt /At.  M/B Size REt/TEt   Gearing ratio Borrowing ratio Age 

1990 9.7 7.37   8.1 1.53 50.2 76.3   32.6 52.3 37 

1991 8.7 6.00   5.7 1.42 72.5 76.2   32.5 53.4 44 

1992 7.6 5.48   3.8 1.34 128.6 77.8   34.1 58.6 47 

1993 7.7 4.37   3.9 1.92 124.6 78.1   32.2 51.4 45 

1994 8.4 5.83   5.8 1.77 127.7 78.7   30.2 46.5 45 

1995 9.0 6.09   5.7 1.68 142.8 79.0   30.0 46.0 43 

1996 9.1 5.64   6.3 1.82 149.3 79.7   29.3 44.9 40 

1997 9.1 5.69   7.4 2.01 160.0 80.1   29.1 44.4 39 

1998 8.7 5.46   7.9 1.80 131.9 80.0   30.4 45.3 33 

1999 8.0 4.33   10.1 2.15 142.3 81.5   30.3 46.5 31

2000 7.1 4.04   13.5 1.99 142.7 83.8   28.9 42.8 27

2001 5.5 3.24   4.5 1.63 134.4 83.2   30.4 45.0 24 

2002 4.7 3.65   -0.4 1.22 120.5 81.7   30.4 45.9 24

2003 5.1 3.60   0.0 1.67 107.3 82.0   29.2 42.9 24 

2004 5.9 4.17   3.8 1.89 101.9 83.0   26.4 37.9 22 

2005 6.2 4.03   9.5 2.08 104.4 84.2   25.2 35.4 20 

2006 6.4 3.91   7.9 2.28 130.5 85.3   25.3 34.8 19 

2007 6.7 4.52   7.9 2.01 147.7 86.7   25.8 35.6 20 

2008 5.5 6.23   5.2 1.00 153.7 86.6   29.1 42.8 21 

2009 4.0 3.10   -1.1 1.38 158.0 86.0   28.2 40.3 23

2010 5.1 4.41   3.8 1.56 186.1 87.0   26.3 36.7 24 
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Panel B 
 Profitability  Growth opportunities  Size Earned equity  Financial risk 

Period EBITt/At EPSt/P  dAt /At. M/B  TA REt/TEt  Gearing 

ratio 

Borrowing 

ratio 

All firms            

1990-10 7.06 4.82  5.68 1.72  129.39 81.76  29.33 44.26 

1990-94 8.42 5.81  5.46 1.60  100.73 77.42  32.30 52.43 

1995-98 8.95 5.72  6.82 1.83  146.04 79.69  29.70 45.17 

1999-02 6.34 3.81  6.92 1.75  134.97 82.58  29.99 45.06 

2003-06 5.89 3.92  5.28 1.98  111.03 83.62  26.52 37.77 

2007-10 5.34 4.56  3.96 1.49  161.38 86.56  27.38 38.83 

Payers            

1990-10 9.12 6.47  6.50 1.77  261.68 85.39  30.46 45.25 

1990-94 9.68 6.72  6.57 1.64  120.61 80.19  29.89 46.17 

1995-98 10.13 6.44  7.48 1.85  190.29 82.64  28.66 41.69 

1999-02 8.66 6.16  7.40 1.71  274.96 86.08  33.17 50.60 

2003-06 8.60 5.72  5.98 2.04  332.50 88.36  31.12 45.00 

2007-10 8.36 7.24  5.08 1.64  425.31 90.95  29.59 42.56 

Non-payers            

1990-10 0.79 -3.28  2.02 1.60  48.77 66.88  31.24 52.10 

1990-94 2.15 -3.58  -1.71 1.36  48.43 54.33  46.03 94.44 

1995-98 2.28 -1.00  2.02 1.62  51.59 58.52  38.28 62.39 

1999-02 -1.00 -5.56  5.70 1.89  45.20 72.56  23.33 32.06 

2003-06 0.49 -2.31  3.61 1.86  34.87 73.64  20.78 27.76 

2007-10 -0.31 -3.86  1.45 1.31  63.83 78.52  24.07 33.28 

Reg. payers            

1990-10 9.59 6.37  6.37 1.89  413.19 87.17  28.84 42.25 

1990-94 10.44 6.56  6.57 1.71  188.88 82.38  25.55 38.08 

1995-98 10.51 6.20  6.99 2.02  296.23 85.23  25.46 35.76 

1999-02 9.28 6.28  7.33 1.81  398.90 88.04  31.36 46.17 

2003-06 8.93 5.74  5.88 2.18  495.43 89.66  31.31 46.03 

2007-10 8.58 7.03  5.05 1.78  742.60 91.73  31.34 46.24 

Reg.non-payers            

1990-10 -3.92 -6.31  8.75 1.99  26.89 62.36  18.05 26.17 

1990-94 -1.66 -5.27  2.36 1.83  25.02 47.28  31.43 52.67 

1995-98 -0.93 -2.94  10.74 2.38  27.82 45.55  21.19 30.63 

1999-02 -8.10 -11.17  19.31 2.19  27.78 71.35  10.70 12.77 

2003-06 -5.24 -5.33  8.11 2.11  19.92 72.52  9.98 11.77 

2007-10 -4.25 -7.09  4.82 1.47  34.40 78.90  13.63 16.37 

Irreg. payers            

1990-10 7.02 5.15  4.75 1.55  141.79 79.34  34.82 57.58 

1990-94 7.35 5.21  4.54 1.47  82.16 72.98  38.47 69.74 

1995-98 8.57 5.88  6.15 1.69  123.89 76.19  34.73 57.58 

1999-02 6.70 4.53  6.03 1.55  148.44 81.20  35.27 58.33 

2003-06 6.55 4.61  4.43 1.74  148.66 82.27  31.89 49.14 

2007-10 5.85 5.50  2.67 1.33  220.74 85.65  32.82 50.05 

Newlists            

1990-10 6.53 3.34  9.66 2.19  65.93 83.54  21.84 28.42 
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Fig. 8. Evolution of borrowing ratios  

Borrowing ratio means, total loans divided by equity capital and reserves minus total intangibles. 
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Fig. 9. Annual median age of various dividend groups 

We define age of a firm as “the number of years since the firm’s incorporation”. Payers pay dividends in 

year t, non-payers do not. Regular payers do not omit dividend payment and regular non-payers never pay 

dividends during the sample. Irregular payers are firms that are neither regular payers nor regular non-

payers. 
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 Denis and Osobov (2008) state that the two proxies used for investment opportunities have drawbacks. 

The asset growth measure is affected by earnings and by dividend payouts. Similarly, in the market-to-

book ratio, market price of the security of a firm depends upon investors’ sentiment. Therefore it may 

deviate from its fundamental value.   
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Denis and Osobov (2008), Benito and Young (2003), Ferris, Sen, and Yui (2006), and Eije and 

Megginson (2008) also report similar findings.   
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Table 12 (without Age and borrowing ratio) 

Annual logit regressions to explain which firms pay dividends from 1990 to 2010 using all firms present in the sample. Dependent variable is 1 if a firm is a dividend payer in the 

year t and 0 if it is a non-payer. Size is measured as total assets of firm i of country c in year t divided by average total assets of all firms of country c in the year 2010. Asset growth 

is a proxy for investment opportunities. It is equal to dAt/At where dAt is equal to At - At-1.  At stands for total assets at the end of the year t. M/B, RE, TE and EBIT stand for market 

to book ratio, retained earnings, total equity, earnings before interest and taxes.  
�
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 We changed the base periods and forecast periods and found the declining propensity each time. The 

results are not reported here.  
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Table 13 

Estimates of the effect of changing characteristics and propensity to pay on the percent of frms 

paying dividends (Full sample) 

From logit regressions we estimate the probability of dividend payment of each firm using the period 

1990-97 as base period. The forecast period is 1998-2010. The explanatory variables are asset growth  

(dAt/At), size,  market to book ratio (Vt/At), earned equity to book value of shareholders’ equity 

(REt/TEt), age, borrowing (Debt/Equity) ratio and earnings before interest and taxes to total assets 

(EBITt/TAt). Size is measured as total assets of a firm i of country c at the end of year t dividend by 

average total assets of all firms of country c during the year 2010. “Firms” stands for the number of total 

sample firms in a year or the average for a period. “Actual Payers%” refers to the proportion of firms that 

pay dividends. “Expected payers %” for each year t is estimated by applying the average logit regression 

coefficients for the base period 1990-97 to the values of the explanatory variables for each firm for year t

to estimate probability that each firm would pay dividends in subsequent years, summing over firms, 

dividing by the number of firms, and then multiplying by 100. Column “Difference (%)” stands for 

Expected payers (%) – Actual payers(%). 

Year Firms 
Actual Expected 

Difference(%) 
 payers (%)   payers (%) 

1990-97 1241 77.80     

1998 1671 78.22 77.76 -0.46 

1999 1777 74.17 76.77 2.60 

2000 2253 65.29 74.60 9.31 

2001 2463 56.19 66.03 9.84 

2002 2656 51.96 61.19 9.23 

2003 2677 51.40 63.79 12.39 

2004 2767 52.69 67.74 15.05 

2005 2928 52.60 68.78 16.18 

2006 3052 49.44 68.38 18.94 

2007 2689 50.43 69.79 19.36 

2008 2987 46.90 65.26 18.36 

2009 2856 45.31 62.09 16.78 

2010 2763 47.92 66.90 18.98 

The  Difference (%) between Actual payers (Mean = 55.57, S.Deviation 10.42) and Expected payers 

(Mean = 68.39, S.Deviation 5.23) is statistically significant at 1%. 
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Fig. 10.   

Changing characteristics and propensity to pay (Full sample) 
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Table 14  

Estimates of the effect of changing characteristics and propensity to pay on the proportion of firms 

paying dividends (Constant composition sample) 

From Logit regressions we estimate the probability of dividend payment of each firm using the period 

1993-97 as base period. The forecast period is 1998-2010. The explanatory variables are asset growth 

(dAt/At), size,  market to book ratio (Vt/At), earned equity to book value of shareholders’ equity 

(REt/TEt), age, borrowing (Debt/Equity) ratio and earnings before interest and taxes to total assets 

(EBITt/TAt). Size is measured as total assets of a firm i of country c at the end of year t dividend by 

average total assets of all firms of country c during the year 2010. “Firms” stands for the number of total 

firms that exist in the datastream during the benchmark as well as forecast period. “Actual Payers%” 

refers to the proportion of the “Firms” that pay dividends. “Expected payers %” for each year t is 

estimated by applying the average logit regression coefficients for the base period 1993-97 to the values 

of the explanatory variables for each firm for year t to estimate probability that each firm would pay 

dividends in subsequent years, summing over firms, dividing by the number of firms, and then 

multiplying by 100. Column “Difference (%)” stands for Expected payers(%) – Actual payers(%). 

The  Difference (%) between Actual payers (Mean = 55.57, S.Deviation 10.42) and Expected payers 

(Mean = 68.39, S.Deviation 5.23) is statistically significant at 1%. 

Year Firms Actual payers Actual payers (%) Expected payers (%) Difference (%)

1993-97 741 615 82.99     

1998 629 535 85.06 84.51 -0.55 

1999 628 524 83.44 82.97 -0.47 

2000 635 527 82.99 84.23 1.24 

2001 642 501 78.04 80.74 2.70 

2002 639 482 75.43 78.37 2.94 

2003 642 475 73.99 79.58 5.59 

2004 642 496 77.26 83.68 6.42 

2005 646 503 77.86 84.43 6.57 

2006 650 497 76.46 85.58 9.12 

2007 626 496 79.23 87.14 7.91 

2008 651 490 75.27 83.11 7.84 

2009 653 447 68.45 77.82 9.37 

2010 651 473 72.66 83.22 10.56 
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Fig. 11.   

Changing characteristics and propensity to pay (Constant composition sample) 

The difference between c. composition sample Difference % (Mean = 5.32, S.Deviation 3.77) and Full 

sample Difference% (Mean = 12.81, S.Deviation 6.42) is statistically significant at 1%. 
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Table 15 

Characteristics of dividend payers and non-payers (UK, France, and Germany) 

“Payers” pay dividends in year t; “Non-payers” do not. Reported values are averages of annual median 

values for the measures of profitability, growth opportunities, firm size, earned-to-contributed capital 

mix, financial risk and age. The sample period is 1990-2010. EBITt, REt, TEt, EPSt, and P stand for 

earnings before interest and taxes, retained earnings, book value of shareholders’ equity, net earnings per 

share, and stock price at the end of fiscal year t. Assets growth is equal to dAt/At., where dAt is a proxy for 

investment which is equal to At – At-1. Size is measured as total assets in million Euros. We exclude firms 

having –ive common stock holders equity (TE). 
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Country Assets (€million) Asset Growth M/B� RE/TE EBIT/TA Borrowing Ratio Age� EPS/P�

France�

Payers 329.09� 6.3� 1.66 80.74 8.20 55.0 45.6 6.40�

Non-payers� 76.33� 1.21 1.42 72.37 2.46 74.3 31.4  -1.22

Germany�

Payers 308.66� 5.82 2.04 75.49 8.37 52.63� 76 5.35�

Non-payers� 84.80�  -0.12 1.72 47.19 1.19 77.80� 53  -3.23

UK�

Payers 141.61� 6.74 1.80 88.71 9.87 33.11� 28 6.59�

Non-payers� 17.35� 2.82 1.88 65.13�  -4.23 23.40� 10  -7.30
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Table 16 

Estimates of the effect of changing characteristics and propensity to pay on the percent of firms 

paying dividends  

From Logit regressions we estimate the probability of dividend payment of each firm using the 1990-97 

period as base period. The forecast period is 1998-2010. The explanatory variables are growth rate of 

assets (dAt/At), firm size, market to book ratio (Vt/At), earned equity to book value of shareholders’ 

equity (REt/TEt), age, borrowing (Debt/Equity) ratio and earnings before interest and taxes to total assets 

(EBITt/TAt). Size is measured as total assets of a firm i of country c at the end of year t dividend by 

average total assets of all firms of country c during the year 2010. 

“Firms” stands for the number of total firms in a year or the average for a period. “Actual Payers%” refers 

to the proportion of firms that pay dividends. “Expected payers %” for each year t is estimated by 

applying the average logit regression coefficients for the base period 1990-97 to the values of the 

explanatory variables for each firm for year t to estimate probability that each firm would pay dividends 

in subsequent years, summing over firms, dividing by the number of firms, and then multiplying by 100. 

Column “Difference (%)” stands for Expected payers(%) – Actual payers(%). 

+�
������;<�

Year Firms Payers 

Acutal  Expected  Expected 

Percent Percent  -Actual 

1990-97 382.12 318.75 82.79     

1998 685 523 76.35 85.7 9.3 

1999 727 532 73.18 86.5 13.3 

2000 823 541 65.74 82.5 16.8 

2001 941 546 58.02 75.3 17.3 

2002 1021 554 54.26 71.5 17.2 

2003 991 529 53.38 75.7 22.3 

2004 1074 547 50.93 79.2 28.3 

2005 1148 552 48.08 76.6 28.5 

2006 1220 536 43.93 75.2 31.2 

2007 1237 535 43.25 74.1 30.8 

2008 1155 501 43.38 73.5 30.1 

2009 1045 429 41.05 75.0 34.0 

2010 997 411 41.22 77.5 36.3 
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Panel B: France 

Year Firms Payers 

Acutal  Expected  Expected 

Percent Percent  -Actual 

1991-97 206.4 164.7 79.8.     

1998 224 186 83.0 95.5 12.5 

1999 232 181 78.0 91.8 13.8 

2000 383 257 67.1 88.8 21.7 

2001 406 248 61.1 85.5 24.4 

2002 406 247 60.8 81.3 20.4 

2003 382 228 59.7 83.2 23.6 

2004 367 229 62.4 87.7 25.3 

2005 372 245 65.9 86.6 20.7 

2006 372 233 62.6 89.8 27.2 

2007 362 235 64.9 88.4 23.5 

2008 353 213 60.3 85.3 24.9 

2009 343 213 62.1 83.7 21.6 

2010 337 218 64.7 86.6 22.0 

�

+�
���	��4����
��

Year Firms Payers 

Acutal  Expected  Expected 

Percent Percent  -Actual 

1990-97 142 95.5 68.9     

1998 184 138 75.0 94.6 19.6 

1999 207 147 71.0 91.3 20.3 

2000 252 141 56.0 91.7 35.7 

2001 273 134 49.1 83.5 34.4 

2002 290 120 41.4 76.6 35.2 

2003 290 121 41.7 80.7 39.0 

2004 288 129 44.8 83.3 38.5 

2005 298 137 46.0 87.9 41.9 

2006 305 141 46.2 89.2 43.0 

2007 315 163 51.7 88.6 36.8 

2008 311 150 48.2 85.5 37.3 

2009 305 152 49.8 83.0 33.1 

2010 298 160 53.7 87.9 34.2 
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 Global financial crises in 2001-02 and in 2008-09 have a significant and negative effect on dividend 

payment decisions. 
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We have not identified any studies of dividend initiations and omissions conducted on European firms. 
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Number of Switchers and Non-switchers by Year 

A positive switcher is a firm that has never paid dividends during its Datastream history before the year of 

switch, and never omitted dividends after the year of switch. A negative switcher is a firm that has never 

omitted dividend payments during its Datastream history before the year of switch, and never paid 

dividends after the switch. Regular payers/regular non-payers are firms that have never omitted/paid 

dividends during their Datastream history till 2010.

  Dividend non-switchers   Dividend Switchers 

Year Regular non-payers Regular payers 
  

Positive switchers Negative switchers 

1990 11 102   -- -- 

1991 21 148   -- -- 

1992 48 438   -- -- 

1993 54 512   -- -- 

1994 68 532   -- -- 

1995 76 549   15 9 

1996 98 565   12 8 

1997 136 587   18 8 

1998 245 639   5 9 

1999 324 658   12 17 

2000 547 758   9 30 

2001 680 763   21 42 

2002 799 784   25 41 

2003 862 786   26 21 

2004 952 768   38 22 

2005 1070 753   63 19 

2006 1128 711   50 34 

2007 1131 692   47 8 

2008 1050 664   -- -- 

2009 972 660   -- -- 

2010 903 650 
  

-- -- 

Total 11175 12719 
  

341 268 

���������������������������������������� ��������������

36
 Any observation that falls more than three standard deviations away from the mean of the data under 

consideration was considered an outlier. 
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DeAngelo et al. (2004) and Benito and Young, (2003) also report that large firms pay more dividends. 
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Denis and Osobov (2008) state that these growth opportunity measures are both potentially problematic. 

Market stock price may be affected by investor sentiment and thus it may differ from its fundamental 

value. Similarly asset growth measurement is affected directly by earnings and by dividend payouts. 
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40
 They define former payers as firms that have paid dividends in past but omit them in current year. 

41
Debt covenants are restrictions in debt agreements that aim to protect the creditor by restricting the 

activities of the borrower. 
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42
 The size of regular payers and regular non-payers are measured by averaging the annual median sizes 

of these groups during the period 1994 to 2010.  
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Table 2

Characteristics of various dividend groups 
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Panel A.1 

  Positive switchers   Regular non-payers (matched sample)   

Year 

Size Asset   RE EBIT Debt   Size Asset   RE EBIT Debt   

(TA mn€)  Growth M/B /TE /TA  Ratio   (TA mn€)  Growth M/B /TE /TA  Ratio   

T+3 192.75 6.59 2.10 90.9 9.02 31.8   125.61 -0.64 1.26 69.2 1.35 59.5   

  [1940.17] [10.12] [3.48] [81.21] [11.09] [64.24]   [841.95] [-3.71] [3.47] [21.38] [-4.54] [274.17]   

T+2 188.18 9.94 2.13 89.2 9.69 33.7   132.55 0.03 1.56 70.7 1.22 50.9   

  [2281.67] [11.32] [2.83] [78.81] [10.94] [69.48]   [760.33] [-2.79] [3.23] [23.30] [-4.31] [152.56]   

T+1 148.50 11.00 2.27 87.5 10.36 34.8   122.59 1.14 1.53 72.4 1.32 56.0   

  [2055.24] [12.72] [3.32] [76.74] [11.76] [75.43]   [708.04] [-0.94] [3.05] [34.80] [-6.50] [145.96]   

T 140.41 14.76 2.55 86.3 10.03 34.3   103.94 5.61 1.72 74.2 1.05 36.9   

  [1589.52] [17.15] [3.76] [64.66] [11.71] [67.94]   [652.05] [4.53] [3.67] [52.20] [-5.36] [80.81]   

T-1 95.85 10.27 2.41 80.9 9.13 52.9   85.44 6.56 1.75 65.1 0.76 43.1   

  [1299.75] [10.37] [3.69] [65.12] [9.24] [165.71]   [670.09] [3.66] [3.04] [29.47] [-3.72] [149.39]   

T-2 94.84 3.89 1.88 78.2 7.03 46.7   70.35 4.54 1.66 67.4 0.20 43.4   

  [1453.37] [9.07] [2.89] [56.49] [6.51] [182.94]   [735.20] [7.05] [4.12] [37.81] [-7.51] [187.45]   

T-3 100.22 2.76 1.66 75.3 4.18 65.7   63.99 5.93 1.49 68.7 -1.04 47.0   

  [1476.95] [4.87] [3.88] [50.92] [2.61] [265.63]   [810.65] [-7.44] [5.20] [17.50] [-11.16] [250.81]   

                          

                  

  Negative switchers   Regular payers (matched sample)   

Year 

Size Asset   RE EBIT Debt   Size Asset   RE EBIT Debt   

(TA mn€)  Growth M/B /TE /TA  Ratio   (TA mn€)  Growth M/B /TE /TA  Ratio   

T+3 73.86 0.63 1.25 65.9 1.53 58.4   104.00 6.86 1.89 90.6 10.62 21.9   

  [501.35] [- 4.31] [4.03] [29.20] [- 3.98] [136.78]   [635.05] [8.71] [2.42] [86.49] [11.71] [40.9]   

T+2 74.42 -3.09 1.44 68.1 0.72 60.1   99.17 6.45 1.89 89.9 10.09 21.9   

  [443.37] [-7.69] [3.71] [9.19] [-2.15] [135.24]   [537.1] [8.55] [2.55] [85.48] [11.60] [42.8]   

T+1 88.83 -2.30 1.30 75.2 -0.83 66.9   98.75 6.13 1.91 88.7 10.06 23.3   

  [461.77] [-0.07] [2.14] [45.68] [-8.87] [185.04]   [485.41] [5.57] [3.19] [82.87] [11.58] [60.9]   

T 98.57 -2.67 1.43 79.1 -1.56 53.6   98.11 6.88 1.81 88.2 10.35 22.2   

  [424.61] [-7.36] [3.66] [73.05] [-8.27] [87.59]   [430.73] [8.97] [3.60] [81.02] [11.83] [93.6]   

T-1 100.12 4.90 1.42 80.6 5.88 49.1   85.70 6.35 1.94 87.0 10.61 20.7   

  [413.45] [3.75] [2.01] [68.38] [7.11] [87.40]   [416.00] [7.83] [3.5] [81.77] [11.85] [46.7]   

T-2 110.55 5.10 1.64 82.8 7.67 48.1   83.36 8.24 1.88 86.9 10.31 26.7   

  [443.56] [8.09] [3.20] [74.40] [7.66] [80.72]   [442.08] [11.4] [3.05] [82.09] [11.99] [49.0]   

T-3 102.70 6.88 1.86 83.1 8.12 45.6   76.77 6.58 1.81 85.5 10.74 28.0   

  [452.27] [10.86] [3.01] [76.21] [8.58] [90.60]   [403.04] [7.00] [2.97] [81.26] [11.19] [60.8]   
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Panel A.2          T-statistics. and p (in brackets) values                             

  Positive switchers vs. Negative switchers   Positive switchers vs. Regular non payers (matched sample)   Negative switchers vs. Regular payers (matched sample) 

Year 

Size Asset   

RE/TE 

EBIT Debt   Size Asset   

RE/TE 

EBIT Debt   Size Asset   

RE/TE 

EBIT Debt 

(TA mn€)  Growth M/B /TA  Ratio   (TA mn€)  Growth M/B /TA  Ratio   (TA mn€)  Growth M/B /TA  Ratio 

T+3 5.54 5.11 -0.34 4.38 7.38 -3.93   2.86 5.30 0.00 5.92 10.20 -3.02   2.65 4.42 -1.10 4.84 7.72 -5.54 

  (0.00) (0.00) (0.73) (0.00) (0.00) (0.00)   (0.00) (0.00) (0.99) (0.00) (0.00) (0.00)   (0.00) (0.00) (0.26) (0.00) (0.00) (0.00) 

T+2 5.66 5.71 -1.04 2.24 9.07 -3.56   3.10 4.53 -0.68 5.16 10.91 -2.65   2.35 4.77 -1.38 2.45 9.41 -4.84 

  (0.00) (0.00) (0.29) (0.00) (0.00) (0.00)   (0.00) (0.00) (0.49) (0.00) (0.00) (0.00)   (0.01) (0.00) (0.16) (0.01) (0.00) (0.00) 

T+1 4.91 2.32 3.06 3.75 7.65 -3.29   2.50 3.77 0.50 3.81 8.17 -2.69   2.51 3.57 2.07 4.56 7.57 -3.32 

  (0.00) (0.02) (0.00) (0.00) (0.00) (0.00)   (0.00) (0.00) (0.61) (0.00) (0.00) (0.00)   (0.01) (0.00) (0.03) (0.00) (0.00) (0.00) 

T 3.98 7.90 0.05 -0.98 8.43 -0.35   1.43 3.86 0.06 0.76 9.65 -0.15   1.62 5.32 -0.21 1.83 8.33 0.10 

  (0.00) (0.00) (0.95) (0.32) (0.00) (0.72)   (0.15) (0.00) (0.94) (0.44) (0.00) (0.87)   (0.10) (0.00) (0.83) (0.06) (0.00) (0.91) 

T-1 1.85 1.99 2.93 -0.54 1.33 2.14   1.29 1.19 0.95 2.68 6.59 0.39   2.28 1.34 2.57 3.10 3.46 -4.86 

  (0.06) (0.04) (0.00) (0.58) (0.18) (0.03)   (0.19) (0.23) (0.34) (0.00) (0.00) (0.69)   (0.02) (0.17) (0.01) (0.00) (0.00) (0.00) 

T-2 1.50 0.40 -0.44 -3.00 -1.00 2.69   2.30 0.62 -1.12 2.38 5.61 -0.09   -0.27 1.56 -0.25 3.42 4.49 -3.35 

  (0.13) (0.68) (0.65) (0.00) (0.31) (0.00)   (0.02) (0.53) (0.26) (0.01) (0.00) (0.92)   (0.77) (0.11) (0.79) (0.00) (0.00) (0.00) 

T-3 1.28 -1.84 0.62 -2.86 -4.24 2.57   1.85 0.97 -0.58 1.58 5.25 0.16   -1.21 -1.63 -0.08 2.59 2.79 -1.57 

  (0.19) (0.06) (0.53) (0.00) (0.00) (0.01)   (0.06) (0.33) (0.55) (0.11) (0.00) (0.87)   (0.22) (0.10) (0.93) (0.00) (0.00) (0.11) 

Panel B.1 

Regular payers                                   

Annual Median, and Mean (in brackets) values 

                            

  1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 

TA (mn€) 251,6 272,67 283,31 319,33 317,43 395,98 376,03 415,31 422,98 427,30 475,98 528,91 639,63 735,20 737,35 733,14 874,30 

  [2033,02] [2123,36] [2282,06] [2622,52] [2897,22] [3346,35] [3864] [4278,03] [3806,85] [3642,39] [3806,33] [4710,1] [5266,17] [5634,56] [5953,47] [5726,51] [6841,16] 

Asset Growth 6,69 6,57 6,49 7,28 7,71 9,88 11,93 6,83 1,62 2,14 4,57 10,25 7,72 8,08 6,76 0,33 5,98 

  [8,29] [8,06] [7,88] [10,25] [10,27] [12,32] [14,41] [8,52] [1,86] [3,01] [5,59] [10,99] [9,24] [10,32] [7,52] [0,28] [6,47] 

M/B 1,93 1,88 1,99 2,17 2,04 2,07 1,92 1,77 1,48 1,84 2,07 2,30 2,56 2,39 1,33 1,65 1,83 

  [2,36] [2,49] [2,60] [2,99] [2,86] [3,71] [2,97] [2,49] [1,95] [2,34] [2,69] [2,89] [3,17] [3,04] [1,83] [2,28] [2,53] 

RE/TE 83,72 83,99 85,22 85,53 86,20 86,85 87,79 88,95 88,69 88,56 89,57 90,21 90,63 91,30 91,29 91,78 92,51 

  [78,87] [79,81] [79,86] [80,56] [80,62] [82,15] [82,43] [83,68] [83,38] [83,95] [84,68] [84,65] [86,33] [87,84] [87,6] [87,9] [88,54] 

EBIT/TA 10,06 10,50 10,30 10,58 10,66 10,06 10,12 8,69 8,27 7,93 8,88 9,29 9,79 10,21 8,81 7,47 7,99 

  [10,91] [11,20] [11,32] [11,87] [11,75] [11,31] [11,3] [9,82] [8,71] [8,89] [10,21] [10,83] [11,45] [11,79] [10,23] [8,5] [9,49] 

Borrowing Ratio 34,66 36,47 34,31 34,28 37,72 43,38 44,19 48,76 46,88 48,17 45,37 43,63 45,38 45,45 51,83 44,55 42,88 

  [54,93] [55,43] [59,18] [63,46] [107,12] [56,48] [73,31] [81,16] [65,59] [68,12] [61,44] [79,14] [76,06] [79,89] [99,35] [93,87] [80,12] 
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Regular non-payers 

Annual Median, and Mean ( in brackets) values                          

1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 

TA (mn€) 29,48 34,18 31,13 32,60 16,55 19,40 37,85 31,58 20,05 18,18 16,29 18,73 23,89 30,09 31,87 36,90 46,77 

[357,43] [319,7] [316,57] [254,21] [191,11] [189,23] [204,14] [285,5] [231,45] [160,58] [166,01] [306,15] [815,33] [1291,56] [1312,22] [1454,5] [1887,3] 

Asset Growth 6,76 8,13 8,66 8,30 17,10 17,74 39,27 1,68 -10,49 -4,68 7,75 18,01 13,05 13,74 8,62 -1,72 5,60 

[-1,52] [5,10] [10,07] [9,83] [9,73] [17,76] [36,24] [-10,03] [-29,61] [-9,89] [7,82] [18,98] [10,9] [10,61] [1,37] [-12,98] [4,48] 

M/B 1,76 2,26 2,80 2,78 2,03 3,13 2,87 1,74 1,18 1,91 2,23 2,25 2,37 2,07 0,92 1,46 1,70 

[3,09] [5,79] [5,36] [6,38] [4,18] [5,84] [5,28] [3,54] [3,56] [4,66] [4,31] [3,95] [4,18] [3,46] [1,98] [3,14] [4,65] 

RE/TE 40,13 32,97 39,89 56,82 57,99 62,34 80,23 74,47 68,09 65,97 71,79 76,17 78,59 80,97 80,08 77,51 79,03 

[16,64] [6,47] [6,22] [15,47] [-11,23] [10,07] [47,13] [-19,4] [ -13,98] [-26,93] [-34,77] [12,56] [-5,04] [29,54] [20,3] [10,27] [15,22] 

EBIT/TA -2,58 -1,08 -0,02 1,37 -5,42 -2,43 -5,24 -12,13 -14,86 -8,75 -4,11 -3,87 -4,72 -3,95 -5,39 -4,68 -1,34 

[-11,11] [-10,89] [-18,64] [-8,37] [-19,13] [-15,91] [-16,56] [-33,08] [-40,09] [-21,59] [-16,65] [-13,64] [-19,05] [-17,54] [-19,59] [-19,48] [-10,49] 

Borrowing Ratio 25,54 43,91 18,52 31,79 18,45 14,33 6,15 11,05 16,86 13,81 9,99 9,41 9,45 12,16 15,15 20,20 16,26 

[147,38] [175,16] [137,28] [162,42] [113,64] [83,44] [124,43] [149,88] [124,86] [88,92] [123,11] [72,78] [116,69] [54,23] [91,26] [136,34] [114,55] 

                 

Panel B.2 

Regular payers vs. Regular non payers 

T- statistics, and  p values (in brackets) 

  1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 

TA (log) 8,72 9,53 8,74 10,61 15,78 17,16 19,00 6,35 6,52 25,82 27,53 27,49 34,64 33,57 31,64 29,83 28,25 

  (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) 

Asset Growth 1,43 0,53 -0,39 0,09 0,13 -1,84 -9,07 5,17 7,67 4,82 -1,02 -4,09 -0,72 -0,13 2,51 5,59 1,29 

  (0.15) (0.59) (0.69) (0.92) (0.89) (0.06) (0.00) (0.00) (0.00) (0.00) (0.30) (0.00) (0.47) (0.89) (0.01) (0.00) (0.19) 

M/B -0,86 -2,72 -3,17 -2,85 -2,01 -1,81 -5,07 -3,59 -2,35 -5,03 -3,11 -3,65 -2,98 -1,72 -0,65 -2,85 -4,44 

  (0.38) (0.00) (0.00) (0.00) (0.04) (0.07) (0.00) (0.00) (0.01) (0.00) (0.00) (0.00) (0.00) (0.08) (0.51) (0.00) (0.00) 

RE/TE 5,20 5,56 5,15 6,68 5,53 6,03 7,69 5,28 6,72 6,31 5,11 6,05 6,64 10,15 9,52 8,07 7,17 

  (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) 

EBIT/TA 6,39 5,92 4,91 6,56 9,77 9,38 14,71 13,98 9,65 9,2 12,84 20,15 15,54 11,93 14,71 14,24 13,77 

  (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) 

Borrowing Ratio -2,48 -2,12 -2,04 -3,00 -2,20 -1,61 -1,32 -1,01 -1,68 -1,08 -2,51 0,56 -0,98 2,07 0,42 -2,98 -1,43 

  (0.01) (0.03) (0.04) (0.00) (0.02) (0.10) (0.18) (0.30) (0.09) (0.27) (0.01) (0.56) (0.32) (0.03) (0.66) (0.18) (0.15) 
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 We compare regular non-payers (matched sample) with positive switchers because, positive switchers 

were also regular non-payers before the year of switch but they switched from their existing dividend 

policy while regular non-payers stick to their non-payment policy. 
44

 The asset growth measure (dA/A) is affected directly by earnings  (Denis and Osobov, 2008). 
45

 Market to book ratio is affected by investor sentiments and therefore may not be an effective proxy to 

measure investment opportunities (Denis and Osobov, 2008). 
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 Larger firms are followed by more analysts and are much more exposed to outsiders than smaller, 

newly registered firms. 
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 Beside earnings, the issue of new ordinary shares may also result in an increase in size, asset growth 

ratio and a decline in borrowing ratio. 
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For further verification we construct matched samples of control firms on the basis of year, size, sector, 

and profitability and the results are similar to those we report here.     



�

����

�

���
����
������� �
	�
�� ���� �&����;�&�� �� �
���� A!B� ������� �
	�� A<B� ������� �
�� 
����

�������������A�B��*������������	����
��
����	
���	����
���������	
��������
����
��	�������

�&������� 6�� ����8�� ��������
��
�� ��
�� ��� �3����� �� ��� ���� ��
�� ��� ���	������� �&�����
�

�
��1�
	������������
�����
�
	
+����
��*��������
����1��6�	��	���	����������8;��
	���� ������

6�������8;��������
	&���6������8;���
/��+�	+ 		/;��
�� 	

	&�
��
���	�����
����
��
��

��
�� ����������+��������
��������������
	�� 		���
������
	 �������
��
���

	
��&����

$���
�������	
���.	���
��� �
��� ����� �
��������������	��������&�����
���
�� ��/���� �	� ��

��
���&�������
�����
���������
��
	���� �������
����

��+�	+�	
�
� ���������������5�
���	�

���
�
	
+�&�����
��6
�����
�
	
+����
�8���

�

�



�

����

�

Table 3 
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�������������������
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�	���
���
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��
��
���������������6((��������������

  (1)   (2) 

Log Assets  0.000 Log Assets  0.000 

  (0.409)   (0.158) 

L-Asset Growth 0.450 D-Asset Growth -0.023 

    (0.132)       (0.929) 

L-Market to Book   -0.000 D-Market to Book  -0.004 

  (0.996)       (0.681) 

L-Earned Equity to Equity     0.354*** D-Earned Equity to Equity    -0.059* 

        (0.005)       (0.081) 

L-EBIT/Assets 2.535*** D-EBIT/Assets       2.408*** 

     (0.000)                  (0.000) 

L-Borrowing Ratio  0.000*** D-Borrowing Ratio      -0.000*** 

  (0.003)      (0.003) 

Constant  -0.464*** Constant   -0.123 

       (0.001)       (0.173) 

        

Pseudo-R2 (%) 5.79%     

Observations 659     

        

        

F-Asset Growth 0.000*     

   (0.082)     

F-Market to Book  -0.023     

  (0.457)     

F-Earned Equity to Equity  1.051***     

  (0.001)     

F-EBIT/Assets 15.267***     

  (0.000)     

F-Borrowing Ratio  -0.001*     

  (0.057)     

Constant  -1.32***     

  (0.000)     

      

Pseudo-R2 (%) 33.8%   5.60% 

Observations 599    583 

[[[�]����;�[[�]���$;�[�]����
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Table 4 

Cross-Sectional Logit Regressions for Negative Switchers (size and industry matched) 

Logit estimates of factors leading to a Negative dividend switch. The dependent variable equals 1 if a firm is a negative 

switcher and zero if it is a regular payer. A negative switcher is a firm that has never omitted dividends before the 

switch year but has never paid dividends after the switch. The sample includes 268 negative switchers and 258 size and 

industry matched non-switchers (regular payers). “L” stands for pre switch period and is the average over the 4 years 

ending in the year of switch (T). “F” stands for post switch period and is the average over the 3 years following the year 

of switch. “D” stands for the difference between F and L (i.e., F - L). The p-values are calculated from bootstrapped 

robust standard errors with 500 repetitions. 

�

  (1)   (2) 

Log Assets   -0.000 Log Assets   -0.000 

  (0.523)   (0.482) 

L-Asset Growth  0.344 D-Asset Growth  -0.383 

  (0.539)   (0.236) 

L-Market to Book    -0.022 D-Market to Book  -0.014 

  (0.261)   (0.664) 

L-Earned Equity/Equity    -0.268 D-Earned Equity/Equity    -8.003*** 

    (0.359)     (0.000) 

L-EBIT/Assets  -10.934*** D-EBIT/Assets  -5.888*** 

  (0.000)    (0.000) 

L-Borrowing Ratio  0.000** D-Borrowing Ratio  -0.001** 

  (0.168)   (0.042) 

Constant   0.980*** Constant   -0.773*** 

   (0.001)    (0.000) 

        

Pseudo-R2 (%) 15.01%     

Observations 509     

        

F-Asset Growth  0.000     

  (0.476)     

F-Market to Book  0.008     

  (0.833)     

F-Earned Equity/Equity  -2.976***     

  (0.000)     

F-EBIT/Assets  -16.668***     

  (0.000)     

F-Borrowing Ratio  -0.000     

  (0.268)     

Constant  2.772***     

  (0.000)     

      

Pseudo-R2 (%) 37.09%   25.83% 

Observations 515    439 

[[[�]����;�[[�]���$;�[�]����
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We call anything that falls more than three standard deviations away from the mean an outlier. 

50
 We got similar results, when we exclude the earning per share dummy from our regression model. The 

results are not reported here.  
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Table 5 

Logit estimates of factors leading to a dividend switch. 

A positive switcher is a firm that has never paid dividends before the switch year but has never omitted them after the switch. A 

negative switcher is a firm that has never omitted dividends before the switch year but has never paid them after the switch. The 

sample includes 268 negative switchers and 341 positive switchers. The dependent variable equals 1 if the firm is a switcher and 

zero otherwise. Earnings per share is the net EPS after interest and taxes and is equal to 1 if the net reported EPS are positive and 

0 if they are negative. All variables are defined in Appendix III.

Panel A. Positive switchers vs. Regular non-payers (full sample) 

Variables T-3 T-2 T-1 T T+1 T+2 T+3 

                

Assets (log)    0.245***    0.210***    0.222***    0.269***    0.338***    0.396***   0.434*** 

  (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) 

AssetGrowth  -1.075***   -1.132***   -1.448***   -1.008***   -1.570***    -1.651***   -1.952*** 

  (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) 

Market/Book   0.013   -0.008    0.005   0.021**  0.014   -0.008   0.016 

  (0.235) (0.600)  (0.727   (0.049) (0.336) (0.661) (0.113)  

RE/TE    0.113   0.233   0.461***   0.862***     1.621***    1.638***     2.094*** 

  (0.287)  (0.104)   (0.007)  (0.000) (0.000) (0.000) (0.000) 

EPS (Dummy)    0.566**  1.552***     2.449***    3.151***     3.151***    3.146***     3.197*** 

  (0.010) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) 

EBIT/Assets   0.272**   0.241**    0.225*    0.360***    0.462***    0.434***   0.487*** 

  (0.022)   (0.046) (0.063)  (0.036)  (0.005) (0.002) (0.000)  

Borrowing Ratio  -0.000   0.000     0.000    0.000**    0.000    0.000    -0.000 

  (0.873) (0.496) (0.772) (0.040) (0.726)  (0.980) (0.226)   

Constant  -6.455***  -6.412***   -7.037***    -8.098***   -9.439***   -10.119***   -11.059***

  (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) 

Pseudo-R2 (%) 8.01 13.49 22.32 31.34 35.55 36.99 39.01 

Observations 4492 4518 4573 4703 4684 4668 4644 

[[[�]����;�[[�]���$;�[�]����
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Panel B. Negative switchers vs. Regular payers (full sample)

F�
�� ���� �+�� �+�� �+�� �� �P�� �P�� �P��

�� �� �� �� �� �� �� ��

%������6�	�8� ���+���$�[[[� ���+���#�[[[� ���+���0�[[[� ����+���0�[[[� ���+���0$[[[� ���+�����[[[� ���+�����[[[�

�� 6�����8� 6�����8� 6�����8� 6�����8� 6�����8� 6�����8� 6�����8�

%����2
	&��� ��������#�[[� ��������'� ���+���'�� ���+������� ���+���0#[[[� ���+��'0�[[� �������#��

�� 6�����8� 6��'0�8� 6�����8�� 6�����8� 6�����8�� 6�����8�� 6����'8�

?�
/��4=		/� ��������'[[� �������#�[[[� ����+�����[� �������'� ���������� ���������� ����������

�� 6�����8� 6�����8� 6���0�8� 6��#$#8� 6����08� 6���$#8� 6��'��8�

7)4�)� ���+���$�[� ���+����#[[� ���+��'�#[[[� ���+����$[[� ���+�����[[[� ���+�����[[[� ���+��'��[[[�

�� 6���$'�8� 6����#8� 6�����8� 6�����8� 6�����8� 6�����8� 6�����8�

)-��6�����8� ���+����'� ���+���#'� ����+��#'�[[[� ���+����0[[[� ���+���0#[[[� ���+�����[[[� ���+����'[[[�

�� 6��$��� 6��$'�8� 6����'�8� 6�����8� 6�����8� 6�����8� 6�����8�

)=��4%������ ���+#�0��[[[� ���+'���$[[[� ���+'��0'[[[� ���+����$[[[� ���+0�$��[[[� ���+0�0#�[[[� ���+���#$�[[[�

�� 6�����8� 6�����8� 6�����8� 6�����8� 6�����8� 6�����8� 6�����8�

=	

	&�
��7���	� ���+������ ���+������ ��������[[� ���������� ���������� ���+������ ���+�����[�

�� 6��$'08� 6��#��8� 6�����8� 6��'0'8� 6���0'�8� 6�����8�� 6���#08��

.	
���
�� �������'� �����$��� �����'$$[[[� �������'[[[� ������'$[[[� �����$�'[[[� ��������[[[�

�� 6��$'$� 6����0� 6�����8� 6�����8� 6�����8� 6�����8� 6�����8�

-����	+7��6J8� '��0� 0�$�� ���#�� �'�'� �0�$�� ����$� ����'�

I ��
����	
�� 0��'� 0���� 0�#�� 0�'$� 0���� 0���� 0�0��

[[[�]����;�[[�]���$;�[�]����
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Table 6  

Logit regressions for pre versus post switch years 

The table reports logit estimates of pre-switch years against post-switch years for both positive and 

negative switchers. The dependent variable equals one for years of the post-switch period, and zero for 

years of the pre-switch one. T stands for the year of switch. The data for the independent variables are 

winsorized. The full sample includes 341 positive switchers and 268 negative switchers. These firms 

changed their dividend policies between 1994 and 2006. The smaller sample period enables us to follow 

firms’ dividend payment behavior before and after the year of switch.  We took the sample period of 

1994-2006 in order to be able to follow firms past dividend behaviour. All the variables are defined in 

Appendix A.  

  Positive Switchers   Negative Switchers 

Variables T-3 to T+3 T-2 to T+2 T-1 to T+1   T-3 to T+3 T-2 to T+2 T-1 to T+1 

                

Total Assets (log) 0.00** 0.00 0.00    -0.07  -0.12**  -0.06 

  (0.04) (0.12) (0.11)   (0.18) (0.02) (0.13) 

Asset growth  -0.26  -0.66  -0.28    -0.44  -1.25**  -0.15 

  (0.70) (0.22) (0.52)   (0.51) (0.01) (0.24) 

Market/Book  -0.02  -0.02  -0.00    -0.02  -0.00 0.05* 

  (0.49) (0.49) (0.96)   (0.19) (0.91) (0.07) 

RE/TE 2.22*** 1.35*** 0.76**    -2.07*** 0.05  -0.21 

  (0.00) (0.00) (0.01)   (0.00) (0.23) (0.19) 

EBIT/TA 13.21*** 7.50*** 3.29***    -8.24***  -6.01***  -5.15*** 

  (0.00) (0.00) (0.00)   (0.00) (0.00) (0.00) 

Debt Ratio  -0.00 0.00  -0.00   0.00 (0.00) (0.00) 

  (0.43) (0.32) (0.82)   (0.27) (0.81) (0.57) 

Constant  -1.45***  -0.82**  -0.51*   2.39*** 1.46** 0.60 

  (0.00) (0.01) (0.09)   (0.00) (0.01) (0.21) 

                

Observations 352 400 481   300 360 412 

r2_p 0.29 0.12 0.04   0.22 0.11 0.10 

chi2 125.3 62.26 26.86   94.61 57.76 58.68 

***p<0.01, ** p<0.05, * p<0.1 
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Table 7 

Positive switchers vs. Negative switchers 

Logit analyses of the characteristics of positive vs. negative switchers for each year of the switch window. 

The dependent variable equals 1 for positive switchers,; 0 for negative ones. The data for the independent 

variables are winsorized. The full sample includes 341 positive switchers and 268 negative switchers. We 

took the sample period of 1994-2006 for switchers in order to be able to follow the firms’ dividend 

payment policies, before and after the switch year. 

Variables T-3  T-2  T-1  T T+1  T+2 T+3 

                

Total Assets (log)  -0.06  -0.08 0.01 0.19*** 0.22*** 0.26*** 0.23*** 

  (0.38) (0.15) (0.73) (0.00) (0.00) (0.00) (0.00) 

Asset growth  -0.12 0.45 0.38 2.05*** 1.33** 1.66*** 0.17 

  (0.84) (0.33) (0.22) (0.00) (0.02) (0.00) (0.82) 

Market/Book  -0.01  -0.00 0.11***  -0.00  -0.00  -0.02 0.01 

  (0.70) (0.75) (0.00) (0.600) (0.96) (0.56) (0.49) 

RE/TE  -2.80*** 0.03  -0.14  -0.42 0.24 0.81** 1.91*** 

  (0.00) (0.58) (0.42) (0.12) (0.45) (0.02) (0.00) 

EBIT/TA  -8.47***  -2.82** 0.15 13.69*** 14.35*** 10.63*** 11.32*** 

  (0.00) (0.01) (0.82) (0.00) (0.00) (0.00) (0.00) 

Borrowing Ratio  -0.00  -0.00  -0.00  -0.00**  -0.00**  -0.00  -0.00* 

  (0.71) (0.76) (0.51) (0.03) (0.02) (0.16) (0.05) 

Constant 2.62*** 0.74  -0.50  -2.40***  -3.07***  -3.69***  -3.97*** 

  (0.00) (0.29) (0.34) (0.00) (0.00) (0.00) (0.00) 

Observations 267 320 416 553 485 447 393 

r2_p 0.21 0.02 0.03 0.33 0.35 0.29 0.33 

chi2 76.62 9.69 19.27 253.9 231.0 177.4 168.5 

***p<0.01, ** p<0.05, * p<0.1 
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Table 8 

Logit regressions of regular dividend payers against regular non-payers  

We estimate logit regressions for each year t of 1994-2010. Dependent variable is 1 if a firm is a regular payer and 0 if it is a regular non-payer. Regular payers are the firms that have never 

omitted dividend payment since their divided data availability on Datastream database until 2010 or their delistment year, whichever is earlier.  Regular non-payers are firms that have never 

paid dividends during their Datastream history until 2010 or their delistment year, whichever is earlier. Dividends mean ordinary dividends. All variables are defined in Appendix III.  

Variables 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 

Total Assets (log) 0.41*** 0.34*** 0.25*** 0.32*** 0.49*** 0.51*** 0.53*** 0.56*** 0.59*** 0.75*** 0.72*** 0.56*** 0.80*** 0.71*** 0.73*** 0.71*** 0.69*** 

(0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) 

Asset growth -3.47** -3.48*** -5.90*** -3.62*** -3.08*** -3.21*** -3.55*** -2.21*** -1.88*** 0.36 -0.90*** -2.09*** -2.44*** -1.81*** -3.45*** -1.50*** -2.43*** 

(0.01) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.29) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) 

Market/Book -0.05 -0.09 -0.12 -0.11** -0.15*** -0.06*** -0.11*** -0.18*** -0.02 -0.02 -0.04** -0.26*** -0.03 -0.00 0.03 0.00 -0.03 

(0.57) (0.25) (0.10) (0.02) (0.00) (0.00) (0.00) (0.00) (0.65) (0.32) (0.00) (0.00) (0.14) (0.99) (0.41) (0.87) (0.29) 

RE/TE 3.63*** 4.94*** 2.94*** 3.52*** 2.55*** 3.01*** 2.47*** 2.66*** 2.72*** 2.41*** 2.45*** 1.45*** 2.73*** 2.42*** 2.57*** 2.65*** 2.82*** 

(0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) 

EBIT/TA 26.39*** 16.83*** 23.42*** 15.70*** 21.55*** 13.69*** 20.85*** 24.89*** 14.40*** 2.48*** 10.48*** 21.60*** 13.82*** 8.14*** 14.46*** 12.87*** 11.03*** 

(0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) 

Borrowing Ratio -0.00 0.00 0.00 0.00*** 0.00** 0.00 0.00** 0.00* 0.00 0.00 -0.00 0.00*** 0.00 0.00 0.00 0.00 0.00 

(0.36) (0.55) (0.78) (0.00) (0.04) (0.92) (0.03) (0.09) (0.71) (0.12) (0.64) (0.00) (0.45) (0.52) (0.47) (0.98) (0.59) 

Constant -5.40*** -5.50*** -2.96** -4.64*** -6.48*** -6.89*** -7.49*** -8.49*** -8.55*** -10.08*** -10.23*** -7.96*** -12.19*** -10.99*** -11.56*** -11.33*** -11.20***

(0.00) (0.00) (0.01) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00) 

Observations 510 543 568 612 724 782 1,071 1,177 1,226 1,2 1,258 1,366 1,473 1,52 1,453 1,377 1,273 

r2_p 0.61 0.56 0.61 0.56 0.65 0.57 0.63 0.66 0.62 0.49 0.56 0.59 0.59 0.52 0.58 0.53 0.49 

chi2 167.9 182.9 217.5 273.5 461.1 493.8 892.2 1059 1038 798.3 969.5 1133 1210 1095 1163 1021 879.6 

*** p<0.01, ** p<0.05, * p<0.1 
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51
 Lintner (1956) also suggests in his dividend theory that firms hesitate to change their dividend policy, 

meaning that firms change their payout policies only when they expect a permanent change in their 

profitability. 
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Appendix I 

Number of switchers and non-switchers by country 

A positive switcher is a firm that has never paid dividends during its Datastream history before the year of the 

switch and never omitted dividends after the switch year till the year of its delistment or year 2010, whichever is 

earlier. A negative switcher is a firm that has never omitted dividend payments during its Datastream history 

before the year of switch and never paid dividends after the switch year till the year of its delistment or year 

2010, whichever is earlier. Regular payers/regular non-payers are firms that have never omitted/paid dividends 

during their Datastream history till 2010.  

Non-Switchers Switchers

Country Total Firms Regular payers

Regular non-

payers Positive switchers

Negative 

switchers

AUSTRIA  72 19 16 2 4 

BELGIUM 66 17 16 8 0 

CYPRUS 5 0 3 0 0 

DENMARK 77 19 19 1 3

FINLAND 110 44 14 6 3 

FRANCE 555 174 110 33 43 

GERMANY 445 79 123 37 31 

GIBRALTAR 3 0 0 0 0 

GREECE 154 45 18 1 20 

ICELAND 6 0 4 0 0 

IRELAND 79 12 43 2 1 

ITALY 188 53 34 16 9 

LUXEMBOUR

G 20 5 7 0 0 

NETHERLAND

S 153 22 38 11 7 

NORWAY 105 16 36 8 5 

PORTUGAL 37 13 8 1 1 

SPAIN 105 46 18 6 2 

SWEDEN 163 34 40 18 6 

SWITZERLAN

D 204 46 38 17 15 

TURKEY 158 8 51 4 8 

UK 1941 349 896 170 110 

Total 4646 1001 1532 391 268 
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Appendix II 

Age distribution of firms 

Reported values are the percentage of number of firms. Numbers given in the column titles represent age in years. Age of a firm is calculated from its incorporation date. If both IPO 

and incorporation dates are missing the firm is excluded from this table. 
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$$�We use the model in order to make our findings comparable to those of Nissim and Ziv (2001) and 

Benartzi et al. (2005). Both studies apply the model on US data and find a positive relationship between 

dividend changes and changes in future earnings.�
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$#�The t-statistics are obtained by dividing the mean values by their standard errors
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Table 1 

Summary Statistics 

This table reports the characteristics of the sample firms. R�DIV is the rate of change in dividends 

measured as the change in dividends scaled by last year’s dividends [(Div0 – Div-1)/ Div-1]. MV, TA, 

ROE, and EBIT stand for market value, total assets, return on equity, and earnings before interest and 

taxes respectively. The data is winsorized. Any observation that falls more than three standard deviations 

away from the mean of the data under consideration is considered an outlier. 

    Mean SD 5% 90% 50% N 

A. Dividend Increases 

R�DIV% 41.33 57.49 2.86 73.33 16.67 4616 

MV (in millions of €) 2949.92 8870.15 8.31 6480.86 182.67 5288 

ROE% 16.09 23.23 2.67 29.23 13.76 5022 

TA (in millions of €) 4232.8 11700.0 12.9 10600.0 326.7 4943 

EBIT/TA% 10.20 7.45 1.57 19.08 8.62 4697 

B. Dividend Decreases 

R�DIV% -57.43 22.79 -75.45 -5.26 -28.80 1268 

MV (in millions of €) 1106.89 4595.42 6.44 1561.33 72.12 1262 

ROE% 8.71 14.69 -7.07 21.84 7.45 1184 

TA (in millions of €) 2253.8 7636.5 9.2 5003.8 152.9 1129 

EBIT/TA% 7.29 7.58 -1.09 14.68 6.01 1131 
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Table 2 

Number of firm year observations 

This table reports the number of dividend events for the French and German samples. The sample period 

is 1990-2009. Our primary set of firms consists of 901 French and 888 German firms. Dividend means 
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ordinary dividends. Zero change announcements, initiations and omissions are excluded. Financial firms 

are also excluded. To be included in the sample, a firm should pay dividends in both the current and 

previous year.  

  France Germany 

Total number of dividend announcements  11193 7894 

    Less:  

Number of interim dividend announcements 1340 664 

No change announcements plus initiations 

  

Number of observations used to test H1  

4985

4868 

4517

2713 

   Less: 

Announcts.  made within 5 days interval of any other announcements
59

2388 1861 

Number of observations excluded 8713 7042 

Total number of dividend change events used in H2 2480 852 
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Table 3 

Breakdown of dividend increases and dividend decreases per year 

This table reports the number of dividend increases, decreases, initiations, omissions, and no change firms in each year of our sample period. Initiators are firms that pay 

positive dividends in the current year but have not paid dividends in the last year. Omitters are firms that have paid dividends in the last year but do not pay them in the 

current year. No change firms are firms that do not change the amount of dividends in the current year (t) relative to the amount paid in the previous (t-1) year. 

  France   Germany All Firms 

Year Incr. Decr. No change   Incr. Decr. No change Incr. Decr. No change

1991 86 24 94   50 6 64 136 30 158 

1992 84 36 86   23 16 81 107 52 167 

1993 85 25 91   58 11 55 143 36 146 

1994 112 20 94   50 10 64 162 30 158 

1995 112 21 110   58 6 68 170 27 178 

1996 121 35 106   55 11 78 176 46 184 

1997 140 23 121   69 6 76 209 29 197 

1998 175 43 110   83 13 67 258 56 177 

1999 194 39 167   101 14 102 295 53 269 

2000 213 45 205   110 16 161 323 61 366 

2001 208 68 233   125 35 230 333 103 463 

2002 174 65 307   72 27 333 246 92 640 

2003 182 48 338   74 15 353 256 63 691 

2004 207 37 308   90 21 330 297 58 638 

2005 222 43 288   126 14 311 348 57 599 

2006 249 42 304   150 17 337 399 59 641 

2007 270 46 338   152 26 396 422 72 734 

2008 126 119 394   74 135 381 200 254 775 

2009 101 57 159   3 7 27 104 64 186 

�	���� ��#�� 0�#� �0$�� �� �$��� ��#� �$��� �� �$0�� ����� '�#'�
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Table 4 

Regression of earnings changes on dividend changes

This table reports regression estimates relating earning changes to dividend changes. ET is the net earnings 

in year T (year 0 is the event year). B-1 is the book value of owner’s equity at the end of year -1. R�DIV is 

the annual rate of change in ordinary dividends, computed as the change in dividends scaled by last year’s 

dividends. DPC (DNC) is equal to one for dividend increases (decreases) and zero otherwise. ROE stands 

for returns on equity. Following Fama and MacBeth (1973), first we estimate intercept and slope 

coefficients from annual regressions of each year of the sample period 1991-2010, then we compute time-

series averages of the cross sectional regression coefficients.  The t-statistics are obtained by dividing the 

mean values by their standard errors. In table 4, positive and significant coefficients are highlighted. 

�� �� �� �� �� �� ��

Panel A: Time series Means of the cross-sectional regression coefficients 

(E0 – E-1)/B-1 = �� + ���DPC0 × R�DIV0 + ���DNC0 × R�DIV0  + �	ROET-1 + �
(E0 - E-1)/B-1 +�T
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Panel B: Annual cross sectional regression coefficients of dividend changes 

                          

(ET – ET-1)/B-1 = �$ + ��%DPC0 × R�DIV0 + ��&DNC0 × R�DIV0  + �'ROET-1 + �((E0 - E-1)/B-1 +)T

  T=1 T=2 T=3 

Year �1P t(�1P) �1N t(�1N) �1P t(�1P) �1N t(�1N) �1P t(�1P) �1N t(�1N) 

1991 -0.04 -2.23 0.18 3.03 -0.02 -1.63 0.07 2.04 0.01 0.56 -0.02 -0.32 

1992 -0.01 -0.16 0.07 0.89 -0.03 -0.46 0.10 1.5 0.02 0.22 -0.14 -1.93 

1993 0.10 2.11 -0.15 -2.40 0.11 3.03 -0.09 -1.84 -0.25 -2.44 0.05 0.38 

1994 -0.03 -0.98 -0.03 -0.19 0.03 1.09 -0.02 -0.19 0.03 0.82 -0.18 -1.07 

1995 0.00 0.01 0.19 2.94 0.01 0.25 -0.13 -1.00 0.02 0.72 0.07 0.44 

1996 0.04 3.06 -0.12 -1.84 0.02 1.87 -0.20 -5.05 -0.06 -2.9 0.26 2.73 

1997 0.01 0.33 0.09 0.96 0.01 0.74 0.09 1.02 -0.02 -0.59 -0.04 -0.26 

1998 0.02 1.31 0.10 1.61 -0.01 -0.81 0.06 1.35 0.03 1.5 -0.05 -0.5 

1999 -0.02 -1.68 -0.03 -0.39 0.00 -0.32 0.02 0.25 -0.08 -3.57 -0.19 -1.32 

2000 0.10 4.53 0.31 4.25 0.07 3.9 0.00 0.07 -0.02 -0.66 0.03 0.27 

2001 0.03 1.27 0.07 0.98 0.04 3.05 -0.11 -1.96 0.02 0.88 -0.05 -0.56 

2002 0.01 0.53 0.21 4.95 0.01 0.64 0.22 4.93 0.02 0.71 -0.15 -2.44 

2003 0.00 0.24 0.09 1.85 0.00 0.31 0.08 1.66 0.01 0.96 -0.04 -0.65 

2004 0.02 1.22 -0.02 -0.18 0.00 0.22 -0.02 -0.21 -0.02 -1.1 0.01 0.07 

2005 0.00 0.22 0.05 0.77 0.00 0.1 -0.02 -0.43 0.00 -0.21 0.17 0.93 

2006 0.06 4.68 0.10 1.31 0.07 5.26 0.04 0.57 0.06 3.19 0.13 1.28 

2007 0.01 1.07 0.33 4.55 0.01 0.53 0.30 4.09 0.00 -0.02 -0.53 -4.06 

2008 -0.01 -0.49 0.08 2.71 -0.01 -0.62 0.02 0.89         

2009 0.00 0.23 0.06 1.38                 

                                                                           *** Significant at the 0.01 level using a two-tailed Student's t-test for the means.
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Table 5 

Direction of market reaction to the announcement of dividend increases or decreases 

This table reports the number of dividend change announcements and the proportion of the dividend change events that trigger positive (or negative) returns. “Firms” are the 

number of firms that change their annual dividend per share during the year t. A dividend change is defined as the difference between the announced dividend in year t and 

the prior year’s dividend.  Dividend changes announced during the 5 days interval of earnings announcements or any other special dividends announcements are excluded.  

Positive (negative) returns are the proportion of three day cumulated abnormal returns computed by using market model. Here we consider all dividend change events 

irrespective of the magnitude of dividend change and returns. 

                                              Dividend Increases   Dividend Decreases 

Year Firms Positive returns% Negative returns%   Firms Positive returns% Negative returns% 

1991 59 75.0 25.0   10 20.0 80.0 

1992 58 45.0 55.0   24 43.5 56.5 

1993 62 57.1 42.9   17 53.0 47.0 

1994 72 85.0 15.0   8 37.5 62.6 

1995 66 78.9 21.1   12 33.3 66.6 

1996 80 46.4 53.6   28 53.5 46.4 

1997 94 69.2 30.8   14 57.1 42.8 

1998 87 65.7 34.3   24 50.0 50.0 

1999 148 67.4 32.6   25 54.5 45.4 

2000 179 69.2 30.8   40 50.0 50.0 

2001 141 47.8 52.2   63 58.6 41.3 

2002 134 53.6 46.4   60 43.9 56.1 

2003 148 65.4 34.6   41 43.9 56.0 

2004 176 73.2 26.8   43 35.7 64.2 

2005 258 74.2 25.8   42 40.0 60.0 

2006 276 78.9 21.1   42 38.0 61.9 

2007 262 70.9 29.1   39 59.0 41.0 

2008 108 34.7 65.3   119 37.6 62.4 

2009 72 79.2 20.8   33 34.9 65.1 



�

�0$�

�

�� ���#��
���
�������
������������������ �	
������������������	���������	��������� 6@�8��

-�
���%�	���� ���#��	
����
������������
�����
����	
�&�������	�/��
������������������ ���

�	
� �	�����
�� ���� ��
��� ����� � 
	
���� ��	�/� 
���

��� ���� ������� �������	
� �
���
���


�������� �
� �� ������� 	�� 0'0�� 	 ��
����	
�E� 0�'� ������
�� ���
�����;� ��0�� ������
��

�
�
�����;� �
�� $�$�� 
	+���
��� 	 ��
����	
��� ������
� �	� ��%
���	� �
�� ��%
���	�

6����8;� �
�� (������ �
�� U��� 6����8� &�� ��
�� ����� ������
�� �
�
�����;� ����	���� �	
��

�
�3��
�����
�������
�����
�����;��
��������
��
����
�������-�
���%�	���� ���#
��������

���������
����	�����
����
�������
����
����
��
���������	������
���	������
�������
������

�� ���
� 	�� �$���� ��
��
�� �	
� ������
�� �
�
������ �
�� $���� ��
��
�� �	
� ������
��

���
�������<�
���
�	
�;������������
���	������������� �����	&���������
/���
�����	
�

�	�������
���
�
������

	�
����
�������	��������
�����
�����
����������
���	�/�
���

�

��
�
�� ���� ��
��� ����� ��

	�
��
�� ���� ������
�� �
�
����� �

	�
����
��� 6����+�;� �;�

�
�� �8� ��� ����� ��
��
�� 6������������ �����8�� ���� ����� ������� 	�� ������
�� ���
�����

�

	�
����
����
��
	����
������
����
����
�	
��������
��������
��
��	����������������

�
���
�����
���	�������
���

�������
�� �
�	��
	����
������
����5����������
�� �
�	��

������
�� ���
��� ���
��C� ���� 
���	
� ��� ����� �	��� �	���
���� ���
��� ����
� ������
���

	
���	
������
����&����
���

9
��/����
���%;���
���=�	���� ���#�	
����
��	
�������������
���

	�
����
���������
��

�	��������� ���	�������&���� ����
� �	

���	
��
�� ��
�������� ����������� � 
	
���� ��	�/�


���

���-�
���=�
��������������������
���	�/�
���

���
�
��������
����������

	�
��
��

�����

	�
����
������� ��� +��$����
��
���	
�����������
�����
������������6������������

�����8;�$�$����
��
��6�������������$�#�8��	
�����������
���
�
�������������

�
� �	
�
���� �	� ���� ��
��� �&	� ��
���;� ��
��� .� 	�� �� ��� #�	
����
�� 	
��� ���� ������
��

���
����������
�����������$���
��
���
���
����
��������������� 
	
����
���

��
	�������

���
�����
��
����
�������	
�������������
�����
�����
���	������������	�������&��������
�

�	

���	
��
�� ��
��� ����� ������������� � 
	
���� ��	�/� 
���

��� ���� 
������
�� ��
�+

���
� ������� ����� ��������� ���� ��
��� �	
����	
�� �
������� ��#'� 	 ��
����	
�E� ��$'



�

�0#�

�

Table 6 

Descriptive statistics on the distributions of the cumulative abnormal returns and dividend changes  

The 10% is the 10th percentile of the distribution (i.e., 10% of the observations have a lower value), 25% is the twenty-fifth 

percentile. The R�DIV is the relative change in dividends defined as the annual change in dividends relative to the value at the 

previous year scaled by the previous year dividend. R refers to the three day cumulative abnormal stock returns based on the 

market model. Panel A considers all dividend announcements for which we have the data required for computing abnormal 

returns. Panel B considers only the dividend change announcements that have positive association with their abnormal stock 

returns. Panel C considers the dividend change events that fulfill the three conditions: i) Dividend changes and cumulative 

abnormal returns are positively associated; ii) Dividend changes are at least 5 percent; iii) Cumulative abnormal returns are at 

least ±1percent. 

Panel A  : All dividend announcements

  Mean SD 10% 25% 50% 75% 90% 

      Dividend Decreases (847)         

R�DIV  -0.514 0.361  -0.1  -0.74   -0.444  -0.193   -0.079 

R 0.003 0.079  -0.072  -0.029  -0.000 0.028 0.077 

t-statistics   (1.01)             

p-value 0.311             

      Dividend Increases (2480)         

R�DIV 0.350 0.323 0.071 0.101 0.200 0.502 1.00 

R 0.01*** 0.065  -0.045  -0.016 0.008 0.048 0.098 

t-statistics  (13.02)             

p-value 0.000             

    No Change (5453)         

R 0.002 0.055  -0.045  -0.021 0.000 0.029 0.065 

t-statistics (0.900)             

p-value 0.368             

      All Firms (8780)         

R�DIV 0.139 0.754  -0.501 0.000 0.051 0.243 1.00 

R 0.01*** 0.068  -0.049  -0.019 0.005 0.043 0.091 

t-statistics (11.174)             

p-value 0.000             

Panel B: Dividend announcements with positive relation between the dividend change and associated abnormal stock returns

  Mean SD 10% 25% 50% 75% 90% 

      Dividend Decreases (333)         

R�DIV  -0.502 0.250  -0.860  -0.750  -0.353  -0.133  -0.063 

R      -0.045*** 0.055 -0.112 -0.059 -0.028 -0.01  -0.003 

t-statistics (14.917)             

p-value 0.000             

      Dividend Increases (1266)         

R�DIV 0.401 0.391 0.053 0.021 0.245 0.630 1.12 

R 0.055*** 0.055 0.005 0.015 0.040 0.077 0.123 

t-statistics (35.612)             

p-value 0.000             

      All Firms (1599)         

R�DIV 0.347 0.710  -0.450 0.001 0.080 0.271 1.21 

R 0.034*** 0.068  -0.029 0.003 0.025 0.064 0.113 

t-statistics (19.976)             

p-value 0.000             
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+�������,�Dividend changes that fulfill the three restrictive conditions of the study�

  Mean SD 10% 25% 50% 75% 90% 

      Dividend Decreases (210)         

R�DIV  -.603  .302  -.852  -.453   -.201   -.01   -.000 

R  -.061***  .059  -.129   -.076  -.042  -.023  -.013 

t-statistics (15.031)             

p-value 0.000             

      Dividend Increases (1057)         

R�DIV  .456 .435  .052 .021  .247 .66  1.15 

R 0.065***  .055  .015  .026 .050 .085  .135 

t-statistics (38.33)             

p-value 0.000             

      All Firms (1267)         

R�DIV .377  .791  -.460  .001 .070  .311  1.28 

R .044*** .073  -.034 .015 .040 .077 .123 

t-statistics (21.57)             

p-value 0.000             

*** Significant at the 0.01 level using a two-tailed Student's t-test for the means.�
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Table 7 

Regression of market reaction on dividend changes 

This table shows the regression of dividend changes on cumulative abnormal returns (CAR) during the three 

days, centered on the dividend change announcement date. CAR is computed by using equation (6). Rate of 

change in dividends (R�DIV) is the change in dividend per share scaled by previous year dividend. DPC is a 

dummy variable that takes the value 1 if dividend increases and zero otherwise; DNC is a dummy variable that 

takes the value 1 if dividend decreases and zero otherwise. The table reports the results estimated using pooled 

OLS, Fixed effect model and (FEM) and Random effect model (REM). The numbers in parentheses are the t-

statistics. Panel A reports regression coefficients of all dividend change events, while panel B considers only 

those dividend changes that are positively associated with abnormal stock returns. Panel C considers those 

dividend change events that fullfil the three conditions: i) Dividend changes and cumulative abnormal returns 

are positively associated; ii) Dividend changes are at least ±5 percent; iii) Cumulative abnormal returns are at 

least ±1percent. 

+�����%,�All dividend announcements�

Coefficient CARit = �0 + �1DPC×R�DIV + �1DNC×R�DIV  +  �

  FEM REM             Pooled OLS 

Constant  0.01***  0.01***  0.01*** 

   (8.69)  (7.21) (9.26) 

DPC×R�DIV 0.26*** 0.20*** 0.21*** 

  (4.49)  (4.68)  (4.69) 

DNC×R�DIV  -0.01  -0.04   -0.04 

    (-0.19)  (-1.21)   (-1.39) 

        

N 3327 3327 3327 

Adjusted R
2

0.008 0.008  0.006 

Test F     19.54*** 

Hausman Test  3.01     

+����� :, Dividend announcements with positive relation between the dividend change and associated 

abnormal stock returns�

Coefficient CARit = �0 + �1DPC×R�DIV + �1DNC×R�DIV  +  �

  FEM REM Pooled OLS 

Constant  0.02***  0.03***  0.03*** 

   (15.71)  (17.49) (21.35) 

DPC×R�DIV 0.90*** 0.24*** 0.22*** 

  (8.55)  (5.29)  (5.03) 

DNC×R�DIV  0.744***  0.93***   0.94*** 

    (7.77)  (12.05)   (12.17) 

        

N 1599 1599 1599 

Adjusted R
2

0.13 0.10  0.10 

Test F     61.30*** 

Hausman Test  50.94***     

                                                                                                                                    (continued) 
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----Table 7 continued----- 

Panel C: Dividend changes that fulfill the three restrictive conditions of the study

Coefficient CARit = �0 + �1DPC×R�DIV + �1DNC×R�DIV  +  �

  FEM REM Pooled OLS 

Constant  .025***  .041 ***  .040*** 

   (5.51)  (11.54) (11.80) 

DPC×R�DIV 1.04 *** .224 *** .223*** 

  (5.77)  (3.84)  (3.81) 

DNC×R�DIV  .811***  .958***    .958*** 

    (5.11)  (9.15)   (9.10) 

        

N 688 688 688 

Adjusted R
2

0.214 0.155 0.155 

Test F     106.12*** 

Hausman Test  16.76 ***     

***p<0.01, **p<0.05, *p<0.1 
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Table 8 

Regression of earnings changes on dividend changes 

This table reports regression estimates considering only the dividend changes positively correlated with 

cumulative abnormal returns. The dividend changes are at least ±5 percent and the abnormal returns are at 

least ±1 percent. ET is the net earnings in year T (year 0 is the event year). B-1 is the book value of owner’s 

equity at the end of year -1.  R�DIV is the annual rate of change in ordinary dividends, computed as the 

change in dividends scaled by last year’s dividends. DPC (DNC) is equal to one for dividend increases 

(decreases) and zero otherwise. ROE stands for returns on equity. To estimate coefficients in panel A we 

follow Fama and MacBeth (1973). First we estimate intercept and slope coefficients from annual 

regressions of each year of the sample period 1991-2010, then we compute time-series averages of the 

cross sectional regression coefficients.  T-statistics are obtained by dividing the mean values by their 

standard errors. In panel A and B positive and significant coefficients are highlighted. 

Panel A 

              

Panel A: Time series Means of the cross-sectional regression coefficients 

                

(ET– ET-1)/B-1 = �� + ���DPC0 × R�DIV0 + ���DNC0 × R�DIV0  + �	ROET-1 + �
(E0 - E-1)/B-1 +�T

Year   �1p �1n �2 �3 �0 Mean Adjusted R
2

                

T = 1 Mean 0.02 0.09 0.14 -0.05 -0.01 0.16 

  t-statistics (1.09) (1.54) (1.38) (-0.49) (-0.33)   

                

                

T = 2 Mean 0.01 -0.07*** 0.59*** -0.29*** -0.06*** 0.53 

  t-statistics (1.24) (-1.88) (5.90) (-2.99) (-5.56)   

                

                

T = 3 Mean -0.02 0.00 -0.23*** 0.09 0.04*** 0.07 

  t-statistics (-0.89) (0.05) (-3.65) (1.18) (3.64)   

�
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Panel B: Annual cross sectional regression coefficients of dividend changes 

                          

(ET – ET-1)/B-1 = �� + ���DPC0 × R�DIV0 + ���DNC0 × R�DIV0  + �	ROET-1 + �
(E0 - E-1)/B-1 +�T

  T=1 T=2 T=3 

Year �1P t(�1P) �1N t(�1N) �1P t(�1P) �1N t(�1N) �1P t(�1P) �1N t(�1N) 

1991 0.24 (1.11) -0.19 (-1.10) -0.08 (-0.47) -0.05 (-0.31) 0.00 (-0.04) -0.06 (-0.37) 

1992 0.04 (0.35) 0.10 (1.00) 0.03 (0.47) -0.08 (-1.47) -0.04 (-0.23) -0.11 (-0.80) 

1993 0.07 (0.52) -0.50 (-2.90) 0.03 (0.50) -0.41 (-5.14) 0.04 (0.62) 0.28*** (3.14) 

1994 0.06 (1.30) 0.38*** (1.88) 0.04*** (1.87) -0.04 (-0.38) 0.04 (0.92) -0.41 (-1.56) 

1995 0.02 (1.12) 0.23*** (2.66) 0.03 (1.50) 0.12 (1.21) 0.00 (-0.02) 0.04 (0.31) 

1996 -0.01 (-0.93) 0.22*** (2.39) 0.00 (-0.36) -0.03 (-0.21) -0.01 (-0.33) 0.09 (0.38) 

1997 0.08*** (1.75) 0.00 (-0.04) 0.06*** (1.74) -0.09 (-0.94) -0.02 (-0.21) 0.11 (0.36) 

1998 0.01 (0.35) 0.19 (1.72) 0.01 (0.02) -0.05 (0.07) 0.08*** (2.12) 0.04 (0.11) 

1999 -0.15 (-2.19) -0.15 (-0.94) -0.03 (-0.74) -0.19 (-2.17) -0.08 (-2.16) -0.54 (-1.63) 

2000 -0.01 (-0.36) 0.32*** (3.75) -0.02 (-0.79) 0.05 (0.75) -0.18 (-4.03) -0.30 (-2.24) 

2001 -0.03 (-0.64) -0.17 (-0.99) 0.02 (0.58) -0.43 (-3.48) -0.04 (-1.30) 0.12 (0.79) 

2002 0.01 (0.19) 0.24*** (1.97) 0.01 (0.41) 0.14 (1.28) 0.01 (0.32) -0.12 (-1.08) 

2003 0.02 (0.38) 0.09 (0.84) 0.04 (0.86) -0.02 (-0.20) 0.01 (0.21) -0.09 (-0.72) 

2004 0.00 (-0.15) 0.01 (0.08) 0.00 (0.04) -0.06 (-0.72) 0.01 (0.24) -0.09 (-0.22) 

2005 0.09*** (1.93) 0.24 (1.50) 0.07*** (2.05) -0.12 (-0.94) -0.36 (-4.57) 0.17 (0.51) 

2006 -0.07 (-4.93) 0.22*** (2.40) -0.03 (-2.32) -0.04 (-0.60) 0.15*** (4.86) 0.92*** (4.96) 

2007 0.00 (0.04) 0.57*** (2.27) -0.01 (-1.60) 0.11 (0.81) 0.00 (-0.18 0.02 (0.12) 

2008 0.03 (1.13) -0.03 (-0.38) 0.02 (1.44) -0.05 (-1.14)         

2009 -0.02 (-0.15) -0.07 (-0.47)                 
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