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Market Reaction to the Explanation of Cash Dividend

Evidence from SSE-Listed Firms Following Cash Dividend Guidelines

LI Rong, LU Zheng-fei
Abstract: The Cash Dividend Guidelines of Shanghai Stock Exchange( SSE ) require SSE-listed

firms whose cash dividend ratio is less than 30% to make explanations. Based on this background,
we attain the explanatory text from directors’ reports, and investigate whether the market responds
to these explanations. The findings are as follows: The cumulative abnormal return is positively
related to the explanations; The above result only exists in firms with sufficient cash flow; Further,
dividing firms with sufficient cash flow into two groups according to the severity of agency
problem ( duality, administrative fee, other receivables ), we find that the positive influence is
more significant in firms with sufficient cash flow and severe agency problem. Besides, this study
documents that the performance in the next year is positively related to the explanations, which
supports the argument that detailed explanations indicate that the dividend policy is reasonable and
the retained capital can bring investors a considerable return.

Key words : SSE cash dividend guidelines ; explanation of cash dividend ; market reaction
(T4t ML)
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fE S GRS SRR AE (2020 ) BOBFST , AT
PEER PRI R BREVE A R R (ICMW ) )i
bR, RIS PR E TR R R
WA 0, 2, WK 1o TERRMEVERT IO 0T, 59D E IR
G5(2019) IWFSE, ARSCR A i « o] b 20 ) N R esE
HIHREC R A R, PR AO , P
T R

F1 EEENGIHE
TEZR TEHNS TEENX
KA Al AR Fin_grow (AR ambee = — FIGRYE =) [ AR
FAZ & DGAES A Tax_g (_EIBLSE it — ABLZE e ) / BB gk gl
PR PR AT R ICMW PR A E L RBEIRAE A 0, 7504 1
4 F A Size Al S P B SRR
FERUE Attribute AR GRE AR 1, S0
JBAL S Topl Al 55— RIBAR R L 51
LISV S e A ] Ind A AR AT T b S £
EFIRE Roa Al A / =
W SALAT Lev Al B Gt / Al s
Pl A B Growth (AAEEDIMON — EAEEDIIRON ) / EAFEEDIION
—— ivest | BRIV TEBAT UL KIS (DG — A
772 TR PR A A Pl i B4 )/ BHARSE
IEFaRF Cash WA BB FE MRS BV
AN Capital AR 2 Y7 / Al B =
SERE Year SERE RIS
il Industry Ak AR
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+® 2 MiRMEgIHER

TE BE ¥iE IRifEE B/ME | 25% ¥ | B | 75% A RKE
Fin_grow 12 992 0.0075 0.0358 —0.0912 —0.0003 0.0000 0.0053 0.2033
Tax_g 12 992 —0.1781 1.3495 —8.2832 —0.3668 —0.0569 0.1992 5.0987
ICMW 12992 0.9906 0.0965 0.0000 1.0000 1.0000 1.0000 1.0000
Size 12 992 22.2038 1.2157 19.9804 21.3346 22.0375 22.8779 26.0599
Attribute 12 992 0.3310 0.4706 0.0000 0.0000 0.0000 1.0000 1.0000
Topl 12 992 0.3406 0.1422 0.0900 0.2308 0.3216 0.4312 0.7306
Ind 12 992 0.3746 0.0528 0.3333 0.3333 0.3333 0.4286 0.5714
Roa 12 992 0.0388 0.0571 —0.2282 0.0143 0.0366 0.0658 0.1928
Lev 12 992 0.4099 0.1928 0.0506 0.2568 0.4024 0.5535 0.8586
Growth 12 992 0.1717 0.3555 —0.4559 —0.0087 0.1123 0.2647 2.1174
Invest 12 992 0.0476 0.0431 —=0.0175 0.0164 0.0356 0.0666 0.2055
Cash 12 992 0.1520 0.1137 0.0107 0.0710 0.1211 0.1990 0.5703
Capital 12 992 0.2214 0.1457 0.0055 0.1089 0.1948 0.3075 0.6554

4. AR A e
S T 45 (2020 ), FMEFIBRTIRI (2020 ), BREEFS
FIPTHIZAR (2020 ) BIFST, AR SCTERE TS vh B2, 1 2 w) RS
(Size ). FERUE M ( Attribute ), BEAEEHEE ( Topl ), Jhi~7
FH M (Ind). ZFIFE T (Roa ), W SALAT(Lev ), st
( Growth ), WA H (Invest ), BLERiH K F-(Cash ), ¥
IREEEEE (Capital ), 4E B READIAS i ( Year ) ST IS &
(Industry ) FE5200 SEAAR A AR LA AR &
A EE LI 1 PR
( =) ERE
T B UEAR SCRT 4 i B SR B, B A DL SRR
B
Fin_grow, = ot o Tax_ g; + o,Size; + a;Attribute; +
o Topl; + asInd; + ogRoa; + o, Lev, + ogGrowth;
+ aglnvest; + o Cash, + o, Capital, + )" Year+
> Industry+ & (1)
Fin_grow,=p,t+ p,Tax_g;, x ICMW, + p,Tax_g, + p;ICMW,,
+ p,Size; + psAttribute; + pTopl; + p,Ind; +
psRoa; + poLev,+ p Growth; + pInvest; +
p.Cash; + p ;Capital; + Year+ ) Industry+ e
(2)

A, KIESERESH
(— )3kt
R VAR R TESS AR W2 LR,

Fin_grow ¥J{H 47 0.0075 . "1 47447 0.0000 . 5 /M Fl i K
{EL53 ) 49 —0.0912 1 0.2033, FEMYFEAR LS w) B iR 3F A7 AE
P2 H ) A ) R, (H/D B 4 b R BE AR A L X
5 3 1R 244 iy S Ak Al 0 B SEAH AT Tax_g 11 25% 43 12250
1 -0.3668, 75% 53 i %A 0.1992, KL Ayl B 2% T
VR 72 AR, N G SRR T SR UERS B it R e ) Bl B
fitth, IR A Rt (ICMW ) Y 2B 4 0.9906 , He/IME
0.0000, FzKAE > 1.0000, X FHHFEALS B P A 2L
PEREPETEAE— 8 25 5%, (HIERER R, R 4
ML A R AR B A 5 o A, B s i) AR R 1)
R TEGE MRS O A SO A R — 5L

( ) ARG L R PR AT R 0 Y 4 PR 5

F35NC1)BIH(4) FpUBiRe gex Ltk Al Ak 5
W) 4 [l DS 25 5%, A0 C 1) Al T AR BERIATll, Tax_g 9 [l
HREH -0.0022, £ 5% KT B35, B4 IR
PSR AR 5 50 2) AR E s
TEEY Il 5255, Tax_g 09Il 5 RERIH L2547 5 51(3)
DRAES (2) M SEAE 4] 1 Al T B AE A [l A 25 5,
Tax_g (1 [ R BURIH 2R 55 51 (4) REAEH(3) [ HE
it DN AW S5 AR AE ) A S il A &, e, Tax_g (19
5] U5 22500 —0.0005, £ 5% BI/KF 35, TR FBA R
GG s e R N et A e DM M I USEZE S RV
F i, BB TR RE % B Lk Ak A bk (R 115
FIIRIIE

F3HFN (S )il T P AT R & A 1
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®3 ERW IR NEEHBLIERETERRRE

HEE(1) HE(2)
(1) (2) (3) (4) (5)
Tax g -0.0022" —0.0020™ —0.0020™ —0.0005"™ 0.0056™"
(-2.32) (-2.38) (-235) (-2.06) (2.62)
Tax_gx ICMW —0.0056™
(-2.62)
ICMW 0.0123™
(2.16)
Size -0.0017" -0.0018" —0.0002 —0.0005
(-2.25) (-2.39) (-0.68) (-0.63)
Attribute -0.0066™" -0.0071"" -0.0032™" -0.0039"™
(-3.58) (-3.78) (-5.09) (-2.10)
Topl 0.0163™ 0.0085™ 0.0177"
(3.27) (3.61) (3.56)
Ind —-0.0087 —0.0004 —-0.0084
(-0.71) (-0.07) (-0.70)
Roa 0.0477"" 0.0752""
(4.64) (3.31)
Lev -0.0119" -0.0277"
(-6.43) (-6.46)
Growth —0.0000 —0.0000
(-0.53) (-0.13)
Invest —0.0036 —0.0084
(-0.45) (-0.88)
Cash —0.0243™ -0.0559™"
(-6.53) (-6.83)
Capital -0.0173™ -0.0335™
(-8.89) (-8.11)
Year Yes Yes Yes Yes Yes
Industry Yes Yes Yes Yes Yes
cons 0.0174™ 0.0562™ 0.0556™ 0.0269™ 0.0380"
(2.11) (3.13) (3.00) (2.73) (1.88)
N 12 992 12 992 12 992 12 992 12 992
R’ 0.0112 0.0106 0.0103 0.0213 0.0180

TE R R R R R TRAE 10% 5% o 1% 09 K L R 3F 465 N BAE A 2 8] JE @ cluster A 248 TR

MRS, S5 R, DRORERE 2% 55 PN s A Rk i 2 ofe ISR Y et O TR =1

i Tax_g x ICMW BJ REh —0.0056, 1E 1% H7KF B2, e Al 2 N, B B b B MU SRS

FEW AR A N RS A Ry, DB S et Al R PEYERE, PR, AR A P S S Y Sk A

R IDHIE R, R 3 13 B5IE Vol ot S PN T S R o VA ot 2 O B g
( =) Rt By, WlVAZE R 4 50 (1) FIF)(2) R, 458 SR
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F4 BRLELN ST RNFMEE A REE RIS

®5 FHAMPLERRTATEMMHALER

(1) (2) (3) (1) (2) (3)
HEEI(1) BE(2) BEI(2) BRI 1) BE(2) BEEI(1)
Tax g —0.0012" 0.0055™ —0.0000™" Tax g -0.0012" 0.0056™ -0.0002"
(-1.66) (2.52) (-2.58) (-1.80) (2.62) (-1.78)
Tax_gx ICMW —0.0055™ —0.0001" Tax_gx ICMW —-0.0056™"
(-2.52) (-2.19) (-2.62)
ICMW 0.0103" —0.0005 ICMW 0.0122™
(1.81) (-0.90) (2.16)
Controls Yes Yes Yes Controls Yes Yes Yes
Year Yes Yes Yes Year Yes Yes Yes
Industry Yes Yes Yes Industry Yes Yes Yes
cons 0.0501"" 0.0354" 0.0387" cons 0.0499™" 0.0327 0.0399™
(3.27) (1.89) (3.23) (2.76) (1.71) (2.04)
N 12 992 12 992 12 992 N 12 832 12 832 12 992
R’ 0.0172 0.0192 0.0192 R’ 0.0160 0.0177 0.0508

—E, dhiekad,

2. B A S A A P A R bR

4PN A JESE (2019 ) FOBIFST, AR “ulif - o
b w IR R RE RO BT R VRS, AR S LUbRIE(E
S B4 PN R S HE A (PN R I HE 4L /100 ) VR Ay 8 s
Tl A R AR . B IS B P AR AR, N
A

HI 45 (3) IAZE R R, WUBIRE 3% 5 NIt
B B A8 3R I Tax_g x ICMW Y 22304 —0.0001, 1E 5% fY
KPS, RS Al N TR A R B
RS R AV R, S Sl VA2 51—

3. PR 5

% B 21 2008 41 [ R4z b A AL X 3 1) S A Al 45 95 £
R S S, AR SCSHIER 2007~2009 4F WL R 2EF T F4 (e
PGS, L5 R 5 55 (1) PRI (2) 5, 45 RS
HISC—3, ASC T4 e B faddedt: .

4. THAS SR

HZSETRE BRGNP ) B I T 4 T T, AR
SAEEE RIS (2018 ), WIRRZEAE(2021) Ak, EELS
AR w17 Ml e 4 A S s i Ml A 9% ek S22 11~ 3
TEAE AT SR A IR Rt SR BUR St AR ) T AR &k 7
2SLS A, SE B HZE R 0L 5 55 (3) 5], 205,
G T HASBATEE RS | 59 1A BE RS i), HL
Tax_g A Z %00 —0.0002, 7E 10% HIKF F 3. I,

VBB R REME R Lt il At , B 1SR T

5. B A

R fipr st U AR R AR ) P A o) REERE AR SO I 4 e
WP, SO SR S (2021) BRI, #iHE =42
A2 FEAR RIS 2 bR TS Tl ARG5S . BT
28\ 2 HEFEAR N BT BB 4T (CF ). WBA—(Dual )
AU R (Bigd ) 5 Hrd A0 Z2MFE R M2 B8R (M2
growth ) F12 w1 4 ik b iy 76 48 653 24 4F GDP (1) 3 48 X %
(GDP ), H5HTHE A BN FREII (1) R ( 2) vp ST 71
VARSI VAZ5 WK 6,

F o) IR (2) F AN =A20 | 2 48
FREGMIAZER 5 5503 ) BRI (4) T A TG ImiA 2 s
FREGENHEZER 5 55 (5) FIRIEE (6 ) 5 B8 I TLAN T bR [H]
S5, SEUELESRAVE , e s ie A faddt

75 BREENLEI AT
ML E S AR I A SR, UL SR AENS i 2 Sk

Al AR , AR A DA P e i A ot A2 0k S Al
RAL P HE SR R 7 AR SCIDLM BT 247 ORI R 03 ) A
SUZREA N

(— ) R 24 R AR L A 50

B I 98 A SR 0 AR ARSI A Aol A 7 1 S AR B 2%
Gt DASEAR Aol A IR 5% SRGE 20 AT, P R B AR AT
S ARl R BE A, B SR GH BT R REBS A SE ik A
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