Lo ?‘?:1";
g A |

GE -

NEEF T LS PIE R S R

VYEE®

%

©
o &

Rl d S EE R LR

AL~
Department of Finance
College of Management
National Taiwan University

Master Thesis

&g B RO e X

Rel ationship between Cash Dividends
and:Share Repurehases

-

0

Shu-Fen Hsiao
hEry mERr g4
Advisor: Yehning Chen, Ph.D.

P 9 KO8 LE 6

June, 2009



e

BAFRDRE I EREMERE L G AA E T B> T
wiFh ek B R RERAFT - AHBE A OFER 0 2 Pt
TABA DRSS oo A AGEREAEY EF BN  EFHER T AN

Yl g -
Apr a3 T AR BA R S g kb BRI 2 LA £ 5
B P BlRl it FlE G B R o R @ Adh L R Bt

BEMDPF > YA A Ed ERF o B RE RN it s 7 2 RO

\
]

B R R B AR Y R SR AL T B B PR

by

\\\

¥k AR 0 R Ti'ﬁ = _&. '—’”F[?[ YEREER S

R SRR SRk il = 1 b 2

Yoy
\ | PP |
B AL AR o R PR B AR R 2 R T e 2
-=-=-'""~ i
I

|
F 3 #B—i/i?ﬁ:}){-ﬁ‘/ﬂﬁj *B%&fﬂ\;{ﬂ? i}i 7,,% 5\. 15“1“';"f E ‘F‘fﬂé ;};ggz,;,_i.g
|||

Hu 2R3 2 F{2 ?%’%mﬂ“h‘x SR SRl 2 B SR AL R A o

\:HE‘

Bofs o ABE m%ﬁé%%i“i’iiﬁ%ﬁﬂﬁ%m CET RN

YA 2 R AT |



PR

ARG LS A R

|24 FHIERJNE ] v R Ries AR g oL e

L‘.h

FEOM G PR ERORS ) A E ERER AN Ao

2R EURAE T RAT R TR EFRE T AARES & ko

~

ABEFIHIIFLOPL B 2 FNREFR L AERAES 2 2P A kA o
EAruFELFRRIEEL D gtk « FHRSFFR 0 RFORE » HIR &0 H
@ii’,zg»ﬁfgﬂx&gﬁ, 511;;‘58;?1]%%%3:%’;;{7&2g;_@gg&@frg;%

Al RS BRRE v PR AL g R - o R AR ERRE w

W R A RIZ A A REROLT vk KR A RIS 2 e
B

)

£3 A2PEFATE - b
EESEIRENIE IR CYF /T 5 N R I

= 1 L
Lr§ llﬂo ) | ..--_-,_‘I

B At @ I &R - B A

ii



English Summary

This paper investigates the relationship between the two methods to payout cash
earnings to shareholders, cash dividends and stock repurchases, using multi-regression
analysis. Isthere any substitution effect that cash dividends payout ratio get influenced
after stock repurchasing? Or do differences between cash dividends payout ratios affect
the level that corporate might buy back the stocks? This paper tries to find the
relationship in two ways, using two kinds of samples, all listing companies and
companies that announce to buy back their stocks, then analyses both cross sectional
and time series effect. The results show that there is no substitution effect between
stock repurchases and cash dividends, and the differences between the cash dividends
payout ratio do not affect share repﬁrchas&e. Whgn companies plan to payout cash
dividends, the extent that companies repurchased stocks might be one of the factors to
consider. Or companies intend to have highér cash dividend ratios will intend to do
larger repurchases. When compar;ié set up the repurchase policy, the changes of the
cash dividend payout ratio might not be contemplated. Among the companies that
announce to do share repurchases, if free cashflow is higher, the cash dividend payout
ratio ishigher; and if non-operating income is higher, the share buyback ratio is

higher.

Key words: cash dividends, share repurchases, earnings payout
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22(A) RBFRTrHAERIFE B FLE IR RL S

OLS L =N g 4P 7 Panel DI A T FE
Estimate tvalue > o > @ Estimate tvaue e o
I ntercept -0.26324 -1.55 | ntercept -2.35982 -2.67
CASHFLOW; 1.33932 055 *** + + CASHFLOW; 0.242692 1.08 + +
CASH;, -0.05939 -0.52 + - CASH;, 0.262403 1.39 + +
MB; -0.00991 -1.93 * - - MB; -0.0038 -0.6 - -
SIZE; 0.02465 3.3 *** + + SIZE, 0.127125 3.47 *okk + +
LEVERAGE; -0.12071 -3.37 *** - - LEVERAGE; 0.070267 1.31 - +
CASHDIVIDEND,; 0.08529 7.01 *** + 4 CASHDIVIDEND:.1 -0.18675 -14.23 *h& + -
STOCKDIVIDEND; 0.09236 55 **x% +/- # ~ SFOCKDIVIDEND, 0.119435 6.81 kK +/- +
HOLDER; 0.21981 2.6 *** + + | (=HOLDER 0.128335 0.96 + +
REPURCAHSE; 0.12014 3.01 *** - + +

* REPURCAHSE, 0.124339 2.74 ok -

CASH DIVIDEND, = 0 + Bic CASHFLOW, + Byc CASH, + Bsc'SIZE, #|Bac LEVERAGE; + Bsc MB, + Bsc CASH DIVIDEND, ,+ 3;c REPURCHASE, + Bsc
STOCKDIV + Boc HOLDER, » 3. 4 %414 %z & (CASHDIVIDEND): £ WL E L flifnfs = ' 24 - p o I 470 8 (CASHFLOW) @ (Fai 4 %% I +37 52
B FAZ R R)FARE - MECAH)  (R&+9% M 4)FTALE 2P RP(SZE) 1 In(F A R E) - 1f 51+ 5 (LEVERAGE) © f i W3/ A 1037 -
H ARG § @ (MB) : B E/EG B o BFLE v (REPURCHASE) ¥ & s R4k A (7w » EFOLE w #dci 1o 28 5 0 mE g5
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OLS B A T 4y 7R Panel Bk~ T FE
Estimate tvalue o > o Estimate tvalue e e

Intercept 0.01243 0.02 Intercept -18.1004 -2.33

CASHFLOW, 3.1823 417 *** + + CASHFLOW, 4.856417 3.15 *kx + +
CASH; 0.1432 0.32 + + CASH; -0.53952 -0.74 + -
MB; -0.147%4 -1.65 - - MB; -0.24617 -1.22 - -
SIZE, 0.02324 0.9 + + SIZE, 0.81175 2.37 * + +
LEVERAGE; 0.08467 0.36 - + LEVERAGE; 0.110698 0.16 - +
CASHDIVIDEND,; 0.00559 0.25 + + CASHDIVIDEND, ¢ -0.29849 -3.46 ok + -
STOCKDIVIDEND; -0.41741 -2.79 *** +/- 4 ~ SFTOCKDIVIDEND; -0.3424 -1.78 * +/- -
HOLDER; -0.25858 -0.82 + - | (=HOLDER 0.389862 0.6 + +

REPURCAHSE, -0.00616 -1.2 - \ * REPURCAHSE, -0.00167 -0.3 - -

CASH DIVIDEND, = 0 + Bic CASHFLOW, + Byc CASH, + Bsc'SIZE, #|Bac LEVERAGE; + Bsc MB, + Bsc CASH DIVIDEND, ,+ 3;c REPURCHASE, + Bsc
STOCKDIV + Boc HOLDER, » 3. 4 %414 %z & (CASHDIVIDEND): £ WL E L flifnfs = ' 24 - p o I 470 8 (CASHFLOW) @ (Fai 4 %% I +37 52
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22(A) RERFIFRFICPHIFLT v BPLEFA T EES

OLS Enp-Ll =3 N g P F Panel IR A T FE
Estimate tvalue > @ > Estimate tvaue R
| ntercept -0.15678  -2.98 *** | ntercept -0.59519 -2.49
CASHDIVDIF, -0.00025  -0.09 - - CASHDIVDIF, -0.00039 -0.15 - -
CASHFLOW, 4 -0.15187 -3.6 **x + - CASHFLOW, -0.17654 -2.71 *kk + -
CASH,, 0.03792 1.04 + + CASH,, 0.1004 1.77 * + +
SIZE,; 0.01244 5.36 *** + + SIZE, , 0.02982 3.04 *kk + +
LEVERAGE,, -0.12581  -6.53 *** - g LEVERAGE, -0.09375 271 %k - -
MB,.. -0.00357  -2.58 *** - o MBgs -0.00116 -0.67 - -
NONOPER, 0.00019 1.14 + # . NONOPER 1.2E-05 0.07 + +
DIRECTOR, 0.10471 7.04 *** + + | (=DIRECTOR 0.11444 4.69 *kk + +
HOLDER; -0.01721 -0.7 + S “ HOL DER 0.01831 0.48 + +
STOCKRETURN,;  -0.01249 -3.2 kkx* - 4 “STOCKRETURN; -0.0099 -2.28 *k - -

REPURCHASE, = 0.+ B, CASHFLOW ., + B, CASH ,, + P; SIZE ., + By LEVERAGE ., + s MB i+ Bs STOCKRETURN , + B; NONOPER ., + Bs CASHDIVDIF +
BoDIRECTOR, - T4 %1% %% £ & (CASHDIVDIF) © I8 & %% 414 2% foesi — £ 8 L AaE 1] 2 %
£ % 4t 3 (DIRECTOR) : ¥ & 4 % #i/4 £ #5998 fic 244 % 52 1] (NONOPER,) :
IS E R Zak o i o 4 it B (CASHFLOW) © (o
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N

o 31 4F p¥ & (STOCKRETURN) : 4 4= %% ff /& A% -1 &
£52 Ui ] o & %14 2 5 (CASHDIVIDEND) : # %R 4

s M AE(CASH) : (R&+X &) F A
B OEEHEG @ (MB): B /e G % @ o BF%E v (REPURCHASE) : & £ % %
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22(B) REBAFERFBHERALFrETL2FLr1TRERSS

OLS B AR A Y s Panel BFOLE A R
Estimate tvalue > @ > Estimate tvaue R
| ntercept 3.56594 0.69 | ntercept -21.7594 -0.42
CASHDIVDIF, -0.0025  -0.01 - - CASHDIVDIF, -0.03263 -0.06 - -
CASHFLOW, 0.10222 0.01 + + CASHFLOW, 4.182514 0.29 + +
CASH,, -2.15687  -0.54 + - CASH,4 2.129085 0.28 + +
SIZE,; -0.05597  -0.25 + - SIZE, , 1.068138 0.47 + +
LEVERAGE,, 227892  -1.31 - g LEVERAGE, -12.5235 -1.89 * - -
MB,.. -0.80924  -0.98 - o MBgs -1.15695 -0.52 - -
NONOPER, 0.17201  14.69 *** + # . NONOPER; 0.181775 9.91 *kk + +
DIRECTOR, -0.14191  -0.11 + - | (=DIRECTOR; 1.681926 0.48 + +
HOLDER, 0.50009 0.18 + + “ HOL DER -7.63439 -1.09 + -
STOCKRETURN, -1.06789  -1.54 - 4 “STOCKRETURN; -0.42613 -0.35 - -

REPURCHASE, = 0.+ p; CASHFLOW ., + B, CASH ., + B3 SIZE ., + P4 LEVERAGE ., + Bs MB i+ Bs STOCKRETURN , + B; NONOPER ., + Ps CASHDIVDIF +
BoDIRECTOR, » 3. 4& " q1% +c % £ B (CASHDIVDIF) @ 3 & "% < Fesd — £ % JL &A% 2c % o 3§ 47 v 5 (STOCKRETURN) : 4 4= 9% f§ /& RO% -1« &
£ ¥ o F(DIRECTOR) © # & fr 4 "dic/ % § #0 dic - 244 #72 |(NONOPER,) © 254 %2 f1/4L15 £ 1] 3 4 " {14 +c 5 (CASHDIVIDEND) : & 3R &
WA E LA pd AR (CASHFLOW) : (s 4 £ 2 I+ B2 i T A2 $ 1 B)/FARE - MA(CASH) : (RA+9E M A)FARE - 2 70K
(SIZE) : In(F A 4. 1) » 4f & v 5 (LEVERAGE) : § i W30/ A S 3F - » 3R G §f @1 (MB) 1 3 @/E 6 i & - B § v (REPURCHASE) : # £ 4 5 B &k
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