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Does the Semi-mandatory Dividend Policy Create Value for Investors

————An Event Study from the Perspective of Market Liquidity
LI Mao-liang', LI Chang—qing', WEI Zhi—hua®

1. School of Management, Xiamen University, Xiamen 361005;
2. School of Economics, Xiamen University, Xiamen 361005, China

Abstract: On October 2008, China Security Regulation Committee announced a stipulation titled “Decision on Revising Some
Provisions on Cash Dividend Payments of Listed Companies”. In the context of the announcement, We investigate the role of market
liquidity when investors assess the relevance of cash dividend. We also explore two ways by which the semi—-mandatory dividend policy
creates value for investors. The empirical results support our views and show that the cumulative abnormal return is positively associ—
ated with the illiquidity of a stock, suggesting that the policy of semi—-mandatory dividend is good news for less liquid stocks, the mar—
ket liquidity is improved substantially in the post—announcement period and the more the market liquidity improved, the greater the
cumulative abnormal return obtained from a stock.

Key Words: dividend policy; market liquidity; semi—mandatory dividend policy; market reaction

« ”

. Miller ~ Modigliani 1961 MM @
2014-05-15
71102058 . 71172050
2011221012
1981-
1968-
1983-

.49.


https://core.ac.uk/display/41438873?utm_source=pdf&utm_medium=banner&utm_campaign=pdf-decoration-v1

o Lintner 1956

Brav 2005 v
Allen  Michaely 2003 . °
“ 2012 . 2012
N N 2002 . 2010 .
o @ 2012
Banerjee 2007 o
Brockman 2008 o
s MM
MM o
o 2008 10 9 o
(
) ¢
¢
2002 Amihud  Li 2006
- Banerjee o
2007
¢ )
2012 2012
o Banerjee 2007 o ( )
o Amihud
Li 2006
0 Amihud  Li 2006
2001
2010 ¢

- 50 -



o 2012 2007~2011
° 2012 2000~2010
2002 1997~1999
o 2010
2008
° 2012

Amihud 2002 Pastor  Stambaugh 2003 .
MM .«
MM

o MM

»Amihud 2005 .Amihud  Mendelson 2012

1

MM

o Dong

2008

€

o Allen

2005

» Amihud

10 9

2012

)

Michaely 2003

Li 2006

)

€

2012 .

- 571 -

)



Banerjee 2007

olgan 2010
. (
>> 113
2014
o 20
2
o Amihud  Mendelson 1986

AmihudMendelson 1986 1989 Brennan.Subrahma-
nyam 1996 Amihud 1997 Eleswarapu 1997 ,Amihud
2002 .Jones 2002

o Amihud
2002

- Jones

2002

- 52 .

¢ )

[e] 3 (e}
3
. A
1
2
3
BETA
( p) 205
30 4
5 5
1% 99%
. 1 144
. CSMAR
2008 10
9 « )
o Fama 1969
1. . (G 2008
10 9 [-5 +5]
. [-3 3]
-1 1] .[-5 5] .
2. .
100 300
2010 . [-205 -6] 200
3. .
2010
000001
399106 .



AR CAR[-11] |[-1,1]
CAR 0 CAR[-3,3] [-3,3]
CAR[-5,5]|[-5.5]
L. : 1 3 ILLIQ iLLig=1 d: Jv%i%
CAR, Fama AILLIQ
1970 Fama 1991 O ¢ ) TURN TURN=% g M\(’:‘Xdp % 100%
CAR ATURN
GROWTH
: BETA BETA
2 ¢ ) Hl
. SIZE
ROA
. M/B /
) LEV
¢ ) 30 Cash /
35 6] 30 6 35] PYIELD /
IND
¢ D ATILIQ 20
ATURN, ATILIQ ATURN 3. . ¢ )
Ayers 2002 .
. 2010
2 .
1 3 GROWTH . BETA .
o H1 . SIZE . ROA .
2. . M/B . LEV .
. CASH DYIELD . 2010
. Amihud 2002 ¢ )
1LIQ .
. TILIQ ,
, 20 .
L TILIQ 2007
. BETA
. ¢ )
6 205 .
ATILIQ 1 3
ATURN
ATILIQ  ATURN . CAR=a+B ILLIQ+B, AILLIQ+ Xy CV,+e, 1
CAR; i ¢ )
¢ )

«+ 53 .



1ILIQ 2 2007
AIILIQ CV; GROWTH.BETA | 37.3%. 2
H1.SIZE.ROA M/B.LEV.CASH.DYIELD o 2
& o 1 36.2%. 3 ° 2
1ILIQ 2007 M/
¢ ) . B 6.036 0.4%. ©
3 ATILIQ
¢ D . o1
2 o ” 2010
4 by 1144 o v 4
. 3 .5 ) © 7
~1.4%.-1.5% -3.7% ¢ D
2010 o 1
. @
2
CAR[-1,1] | 1144 |-0.014 -0.015 | 0.056 |-0.177| 0.237 O
CAR[-3.3] | 1144 |-0.015-0.015| 0.092 |-0.311  0.606 g o
CAR[-5,5] | 1144 |-0.037 -0.034| 0.128 |-0.481 | 0.607 2
ILLIQ | 1144 | 0.193 | 0.143 | 0.168 | 0.011 | 0.877 0%
AILLIQ | 1107 |-0.036-0.006  0.206 |-1.235 0.922 o
TURN % | 1144 | 1.252 | 1.083 | 0.793 | 0.157 | 4.477 I
ATURN % | 1107 | 0.525 | 0.378 | 0.839 |-3.429 8.265 i s S . S D
GROWTH | 1075 | 0.373 | 0.207 | 0.873 |-0.558 6915
BETA | 1144 | 1.112 | 1.138 | 0.166 | 0.596 | 1.391 !
HI 1143 | 0362 | 0.351 | 0.149 | 0.089 | 0.739 (
SIZE 1144 |21.531 21.414 | 1.134 |19.236 | 25.270 ) 3
ROA 1144 | 0.048 | 0.043 | 0.055 [-0.202 | 0.220 . ' o 3 Panl A
M/B 1144 | 6.036 4919 | 4.026 | 1.548 25.684 =11l ’ 8%
LEV 1144 | 0.487 | 0.498 | 0.175 | 0.082 | 0.869 10% 0.8%
Cash 1144 | 0.165 | 0.135 | 0.121 | 0.010 | 0.599
DYIELD | 1144 | 0.004 | 0.002 | 0.005 | 0.000 | 0.024 ) 3 Panel B
2 ¢ ) Panel C [-3 3] [-5 5]
0 AILIQ  -0.036 Panel A o
¢ D 1 .
. ATURN  0.525% ¢ ) 3
) Panel A : CAR[-1,1]
1%
i i 1| 572 | -0.018] 0.002 | -0.177 | 0.237
2 | 572 | -0.010| 0.002 | -0.156  0.188
) 1 5 1-2 ~0.008 | 0. 003

- 54 -




3

Panel B : CAR[-3,3]

1 572 | -0.022 | 0.004 | -0.311 | 0.320
2 572 | -0.007 | 0.003 | -0.264 | 0.606
1-2 -0.015| 0.005
Panel C : CAR[-5,5]
1 572 | -0.044  0.006 | -0.481 | 0.488
2 572 | -0.031 0.005 | -0.426 | 0.607
1-2 -0.012 | 0.008
4
.41
. 1LIQ
0.045 1% . 42
1ILIQ 1% L TILIQ
¢ )
. 1

1986 Amihud 2002 Amihud

¢

o

ATILIQ 1%

Amihud 2002

o]

Amihud . Mendelson
2005
3 4
o 4
4

o]

4 o
( )
2010
4
1 2 3 4 5
0.045"" | 0.120™ 0.070"
ILLIQ 291 4.80 2.63
~0.075™ =0.097"| -0.084"""
AILLIQ 456 -5.01 | -4.08
~0.008"™ ~0.008™| -0.008"
CROWTH ~2.89 274 | -2.83
0.071° 0.041 | 0.058™
BETA 3.69 223 | 297
- ~0.055™ ~0.025 | -0.038"
~2.66 123 | -1.77
0.011" ~0.000 | 0.007°
SIZE 2.65 001 | 165
~0.074 ~0.078 | -0.071
ROA ~1.29 “134 | -1.23
0.001 ~0.000 | 0.000
WB 0.59 ~0.09 | 038
~0.030 ~0.019 | —0.032
LEV ~1.50 ~1.00 | -1.62
~0.010 ~0.021 | -0.020
CASH ~0.37 ~0.81 | -0.77
0.604 0.997° | 0.881
DYIELD 1.10 1.86 1.64
IND
Consiang | 00487 =02417] 0,051 0.028 | ~0.141
onstatt 247 | 254 | 261 040 | -1.45
1144 | 1074 | 1107 1038 | 1038
F 406 | 374 | 443 382 | 3.95
R*| 55% | 82% | 7.0% = 92% | 9.7%
1m0 1% 5% .10%
2t White 1980
( ) 1 5
5
o 5
4

«55 -



ILIQ Panel B [-3 3]
ATILIQ . I 2 3 4 5
Amihud 2002  IILIQ TURN -0.003 -0.014™ -0.012"
~097 | =331 -2.95
0.012° | 0.011" 0.011°
5 ILLIQ ATURN 179 | 167 166
Panel A [-1 1]
1 2 3 4 5
0.027" | 0.064" 0.040~
ILLIQ 274 | 432 2.56 Panel € [=5 5]
0,044 —0.056"|-0.048" 1 2 3 4 35
ATLLIQ 568 598 | 4.0 TURN | 00237 00317 0029
—492 | -5.48 -5.28
" 0.019" | 0.022™ 0.0217
ATURN 252 | 264 265
Panel B [-5 5]
1 2 3 4 5
0.053" | 0.196" 0.124™ p—— o o 10
ILLIQ 2y7 | 559 2l 10 1% .5% .10%
2t White 1980 3
~0.111™-0.150""~0.126™
4 o
AILLIQ —524 | 642 | -5.06
1 1% 5% .10% .
2t White 1980 3
4 o
TURN Amihud
2002 ILIQ B “
o 6 . " 2008 10 9
o (
TURN ) 20% 30%
¢ ) 5
ILIQ .
i ATURN
¢ )
1LIQ . )
6
TURNOVER
Panel A [-1 1]
1 2 3 4 5
~0.010"-0.016™ ~0.014™
TURN ~432 | -5.58 -5.32
0.008 | 0.009 0.009 °
ATURN 282 | 305  3.10

- 56 -




2008 10 9
( ) .
@® . ( ) 1980 9 (1993
10 .1999 8 2005 10 .2007 6 2007 12 2011 6 . 20%. 2005
¢ ) [2005]102
50% . 2012 4 )
[2012]85 1 1
1 1 1 50% 1
25% . o
@ Allen  Michaely 2003 Brav 2005 .DeAngelo 2008 Denis  Osobov
2008 .
32001 3 28 ¢ ) “
7.,2004 12 7
( )] :
. 2006 5 6 (
y ©
2008 10 9 (
y «
@¢ ) 2008 10 9 2008 300 .
2008 11 5 10 300 1606.73 3803.06
(G .
® 2010 0.8%
2010 A /A % o

1 Miller, Merton H,Franco Modigliani. Dividend Policy, Growth, and the Valuation of Shares ] . the Journal of Business,
1961, 34 4 : 411-433.

2 Lintner, John. Distribution of Incomes of Corporations among Dividends, Retained Earnings, and Taxes ] . The American
Economic Review, 1956, 46 2 : 97-113.

3 Brav, A., J. R. Graham, C. R. Harvey, R. Michaely. Payout Policy in the 21st Century J . Journal of Financial Economics,
2005, 77 3 : 483-527.

4 Allen, Franklin,Roni Michaely. Payout Policy J . Handbook of the Economics of Finance, 2003, 1: 337-429.

5 DeAngelo, Harry, Linda DeAngelo, Douglas Skinner. Corporate Payout Policy ] . Foundations and trends in finance, 2008,
3 2-3 95-287.

6 Denis, D. J.,I. Osobov. Why Do Firms Pay Dividends? International Evidence on the Determinants of Dividend Policy J .
Journal of Financial Economics, 2008, 89 1 : 62-82.

7 Banerjee, S., V. A. Gatchev, P. A. Spindt. Stock Market Liquidity and Firm Dividend Policy ] . Journal of Financial and
Quantitative Analysis, 2007, 42 2 : 369-397.

8 Brockman, P., J. S. Howe, S. Mortal. Stock Market Liquidity and the Decision to Repurchase ] . Journal of Corporate
Finance, 2008, 14 4 : 446-459.

- 57 -



9 Amihud, Y.,K. F. Li. The Declining Information Content of Dividend Announcements and the Effects of Institutional Holdings
J . Journal of Financial and Quantitative Analysis, 2006, 41 3 : 637-660.

10 . J. 2012 11 : 15-19.

11 . J. 2012 9 : 27-32.

12 . —1997~1999 J.
2002 8 :26-38.

13 . J. 2010 3 : 144-155.

14 . N J. ,2012 7 : 151-163.

15 Amihud, Y. lliquidity and Stock Returns: Cross—Section and Time—Series Effects ] . Journal of Financial Markets, 2002,
51 :31-56.

16 Pastor, L.,R. F. Stambaugh. Liquidity Risk and Expected Stock Returns ] . Journal of Political Economy, 2003, 111 3 :
642-685.

17 Amihud, Yakov, Haim Mendelson, Lasse Heje Pedersen. Liquidity and Asset Prices ] . Foundations and Trends in
Finance, 2005, 1 4 : 269-364.

18 Amihud, Yakov,Haim Mendelson. Liquidity, the Value of the Firm, and Corporate Finance J . Journal of Applied
Corporate Finance, 2012, 24 1 : 17-32.

19 Dong, M., C. Robinson, C. Veld. Why Individual Investors Want Dividends J . Journal of Corporate Finance, 2005, 12 1 :
121-158.

20 Igan, Deniz, Aureo de Paula, Marcelo Pinheiro. Liquidity and Dividend Policy = R . Working Paper, Available at
ResearchGate : http://www.researchgate.net/publication/50341525.

21 . — J. ,
2014 3 :33-42.

22 Amihud, Y..H. Mendelson. Asset Pricing and the Bid Ask Spread J . Journal of Financial Economics, 1986, 17 2 : 223-
249.

23 Amihud, Y.,H. Mendelson. The Effects of Beta, Bid—Ask Spread, Residual Risk, and Size on Stock Returns ] . Journal of
Finance, 1989, 44 2 : 479-486.

24 Brennan, M. J.,A. Subrahmanyam. Market Microstructure and Asset Pricing: On the Compensation for Illiquidity in Stock
Returns J . Journal of Financial Economics, 1996, 41 3 : 441-464.

25 Amihud, Y., H. Mendelson, B. Lauterbach. Market Microstructure and Securities Values: Evidence from the Tel Aviv Stock
Exchange J . Journal of Financial Economics, 1997, 45 3 : 365-390.

26 Eleswarapu, V. R. Cost of Transacting and Expected Returns in the Nasdaq Market J . Journal of Finance, 1997, 52 5 :
2113-2127.

27 Jones, Charles. A Century of Stock Market Liquidity and Trading Costs R . Working paper, New York: Columbia Univ,
2002.

28 Fama, Eugene, Lawrence Fisher, Michael Jensen, Richard Roll. The Adjustment of Stock Prices to New Information J .
International economic review, 1969, 10 (1): 1-21.

29 Fama, Eugene F. Efficient Capital Markets: A Review of Theory and Empirical Work J . Journal of Finance, 1970, 25 2 :
383-417.

30 Fama, E. F. Efficient Capital-Markets: li ] . Journal of Finance, 1991, 46 5 : 1575-1617.

31 Ayers, B. C., C. B. Cloyd, J. R. Robinson. The Effect of Shareholder-Level Dividend Taxes on Stock Prices: Evidence from
the Revenue Reconciliation Act of 1993 ] . Accounting Review, 2002, 77 4 : 933-947.

- 58 -



