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Abstract

The main contribution of this article is that | use the variable of development
of capital market as the main reason resulting in the decrease of the likelihood of
companies to pay cash dividends and cash dividends payout ratio, and it also
weakens the announce effect of cash dividends.

There are some results we can see in this investigation. First, through
observing the trend of the percentage of cash-dividend—payer firms to all TWSE
firms and the trend of market value weighted payout ratio, we can see there is no
“disappearing dividends”phenomenon in Taiwan capital market from 1991 to
2010.

Second, the development of capital market not only decreases the likelihood
of companies to pay cash dividends and cash dividends payout ratio, but also
weakens the announce effect of cash dividends.

Third, the more shares held by institutional investors, the weaker announce
effect caused by cash dividends announcement. However, firms with higher
percentage of shares held by local institutional investors are much likely to pay

dividends. It somehow means that cash dividends are preferred and respected.

Keywords : Cash dividends, disappearing dividends, the development of Capital

Market.
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1991 /199219931994 1995|1996(1997 1998 1999|2000 2001 2002 /2003|2004 2005|2006|/2007|2008|2009|2010
FEARRFIZE 307 326 | 361 | 449 | 503 | 677 | 814 791 | 805 | 673 665 561 | 511 | 428 | 451 | 395 | 373 | 537 | 461 | 381
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ZPRAHREFEMN )

T ek EBRE kbR R4

Car3 0.2048 -0.0999 4.8317  -25.0468 24.1153
i F S
TR EEREREK

T 3ok P Ll ] B LB
Index 0.8728 0.8173 0.1908 0.4569 1.5655
Intraded 30.8135  30.8935 0.2760 29.4119 31.2484
BHEFT A2 R IAFRL G Rk

T Yl RBL R E R
LI 26.6065  22.1600  18.9783 0.0000 98.0200
TFII 6.0684 1.1800 11.0667 0.0000 81.0400
Ins 41.9224  40.6500  16.7881 2.4900 100.0000
R § S

T sk A - S i ol B R
oprisk 0.0687 0.0550 0.0571 0.0055 1.2809
lig 0.0967 0.0585 0.1085 0.0001 0.8211
SEFEREK

T sk A S i Bl B B E
Age 17.3807 15.0000  11.0082 -2.0000 60.0000
\Y 1.2593 0.9560 1.8879 0.0693 82.2949
DA 0.1175 0.0621 0.3189 -0.8681 11.7886
size 15.2298 15.0808 1.2888 11.6972 20.8904
InRD 10.3787 10.4329 1.5691 0.0000 16.3567
RE 0.0464 0.0665 0.2361 -7.5511 0.6596
LVG 0.3787 0.3733 0.1646 0.0127 1.1696
E 0.0591 0.0613 0.1075 -1.7731 0.5990
RAREK

Tog el BEE kLB Rt

Ldiff -0.3911 -0.4160 0.1871 -0.7174 -0.0638
tax(m %t % #k) 0.9036 1.0000 0.2952 0.0000 1.0000
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% 4-2 Pearson ¥ £ ipM e — FHkA

Index Intraded TLII TFI Ins oprisk lig Age DA size INRD RE LVG E Ldiff tax
Index 1.0000
(P-Value)
Intraded| 0.7195 1.0000
(<.0001)
*kk
TLII 0.0260 0.0318 1.0000
(0.0238) (0.0058)
** *kk
TFII -0.0402 0.0304 -0.0638 1.0000
(0.0005) (0.0082) (<.0001)
*kx *kx *kx
Ins -0.0256 0.0834 0.4387 0.0512 1.0000
(0.0259) (<.0001) (<.0001) (<.0001)
oprisk [-0.0667 0.0442 0.0021 -0.0001 0.0097 1.0000
(<.0001) (0.0001) (0.8535) (0.991) (0.3994)
liq -0.0488 0.0850 -0.0515 0.0931 0.0107 0.2308 1.0000
(<.0001) (<.0001) (<.0001) (<.0001) (0.3533) (<.0001)
Age 0.0261 -0.2284 -0.0108 -0.0166 -0.1071 -0.0546 -0.0405 1.0000
(0.0232) (<.0001) (0.3488) (0.1488) (<.0001) (<.0001) (0.0004)
\ 0.0282 0.0470 -0.0141 0.0214 0.0082 0.1648 0.0787 0.0177 1.0000

(0.0142) (<.0001) (0.2219) (0.0625) (0.4762) (<.0001) (<.0001) (0.125)

*%x *kk * *k% *k%
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4 4-2(%) Pearson X iph fliciet — 2REA

Index Intraded TLII TFI Ins oprisk lig Age \Y DA size INRD RE LVG E Ldiff tax

DA

(P-Value)

size

InRD

RE

LVG

Ldiff

tax

0.1133 -0.0127 0.0838 0.0069 0.0074 0.0365 0.0946 0.0503 0.0373 1.0000
(<.0001) (0.2711) (<.0001) (0.5464) (0.5191) (0.0015) (<.0001) (<.0001) (0.0012)

*Kk*k *Kk*k **k*k **k*k **k*k *k*k

0.0885 0.0049 0.1692 0.3945 -0.2359 -0.2024 -0.1664 0.0792 -0.0679 0.0782 1.0000
(<.0001) (0.6724) (<.0001) (<.0001) (<.0001) (<.0001) (<.0001) (<.0001) (<.0001) (<.0001)

*k*k *k*k **k*k **k*k **k*k **k*x **k*x * k% *k%k

0.1215 0.0878 0.0087 -0.0213 -0.0098 -0.0339 -0.0347 -0.0726 -0.0097 0.0059 0.0069 1.0000
(<.0001) (<.0001) (0.4486) (0.064) (0.393) (0.0032) (0.0026) (<.0001) (0.3969) (0.6096) (0.5495)

**kk **k*k * * k% * k% *k*k

0.0117 -0.0205 0.0683 0.1424 0.0385 -0.3137 0.1284 0.0125 -0.1247 0.2020 0.1816 -0.0114 1.0000

(0.3089) (0.0745) (<.0001) (<.0001) (0.0008) (<.0001) (<.0001) (0.2762) (<.0001) (<.0001) (<.0001) (0.3207)

* **k*k **k*k **k*x * k% **k*x *k*k *k*k *k*k

-0.0035 -0.0469 0.0506 -0.0759 0.0115 -0.0401 -0.3310 0.0044 -0.0069 0.0484 0.1523 0.0033 -0.2370 1.0000
(0.7604) (<.0001) (<.0001) (<.0001) (0.319) (0.0005) (<.0001) (0.7015) (0.5497) (<.0001) (<.0001) (0.7719) (<.0001)

0.0127 -0.0216 0.1103 0.1517 0.0776 -0.1972 0.2232 0.0090 -0.0538 0.3279 0.1189 -0.0183 0.6713 -0.2756 1.0000
(0.2696) (0.0602) (<.0001) (<.0001) (<.0001) (<.0001) (<.0001) (0.4347) (<.0001) (<.0001) (<.0001) (0.1119) (<.0001) (<.0001)

0.1632 0.2410 -0.0005 -0.0139 -0.0108 0.0065 0.0807 -0.0315 0.0437 0.0016 0.0235 0.0982 -0.0152 -0.0805 -0.0342 1.0000
(<.0001) (<.0001) (0.9658) (0.2285) (0.3499) (0.5719) (<.0001) (0.0062) (0.0001) (0.8916) (0.0407) (<.0001) (0.1854) (<.0001) (0.003)

-0.0049 05190 0.0579 0.0216 0.1590 0.0869 0.0601 -0.3804 -0.0039 -0.1228 -0.0861 0.0553 -0.0440 0.0171 -0.0495 -0.0194 1.0000
(0.673) (<.0001) (<.0001) (0.0602) (<.0001) (<.0001) (<.0001) (<.0001) (0.7351) (<.0001) (<.0001) (<.0001) (0.0001) (0.138) (<.0001) (0.0923)

*kk *kk * *k% *k% **k% **k% **k*% *k*k **k*% *k*k *kkx *
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F28 RBEEAL
243 BEIEUSFEE-2MEA

I

L A A 28 AT o4 WIEHR S B ¥ Hdividend ~ decrease 12 3 omission © & %]k & £ &
B R A BF AR ¢ o TERFERI2-1L(p2L) -

2. AIC % AIC( Intercept and Covariate) > 5 #-A]:§ M6 = 5zt & > H EA% ] > #A|f2F 4 4%58 o

3. *Aom bR EORE 10%T 0 RIRAE VYA AKEORE5%T 0 TIREE A7 AR E R 1%T
EREF -

R EBAAT AN RERERINAD A1 BEREBIED A5

RELH Thig WL F 3 Wi £ ¥ 3 WL

Index -5.9676***  (0.3773) -3.0797***  (0.33) -1.4277***  (0.5416)
Intraded 2 9404%** (0.315)  1.9174***  (0.2802)  0.5859 (0.4275)

TLH 0.0065%** (0.0025) 0.0017 (0.0018)  0.0003 (0.0031)
TFI 0.0031 (0.0054) 0.0027 (0.003)  -0.0079 (0.0057)
Ins -0.0042 (0.0028)  -0.0041*  (0.0021)  -0.0056 (0.0036)

oprisk -9.3393***  (1.3247)  -1.7046**  (0.7297) -3.6093**  (1.5074)

lig 0.9438%* (0.4564)  1.3347***  (0.2971)  0.8048 (0.5519)
Age -0.0198***  (0.0034)  -0.0021 (0.0027)  0.0025 (0.0045)
\ -0.0523** (0.0217)  -0.1272***  (0.0448) = -0.1229*  (0.0726)
DA -0.4177 (0.2612)  -1.3658***  (0.3496) -0.8261**  (0.3256)
size 0.1631%** (0.0402)  -0.0233 (0.0288) -0.1294**  (0.0557)
InRD 0.0096 (0.0218) 0.0021 (0.0185)  0.0274 (0.0346)
RE 17.137%%* (1.1919)  8.0678*** ~ (0.4876) 7.6727***  (0.6225)
LVG -0.1966 (0.2651) 0.3442 (0.219)  0.6534* (0.3476)
E 12.6752%**  (1.3424) -8.0152***  (0.6787) -14.8496**  (1.1048)
Ldiff -0.015 (0.1916)  -1.4825***  (0.1663) -0.644**  (0.2689)
tax 1.5135%%* (0.2283)  -0.4378**  (0.1728) -0.8884***  (0.2737)
LRt S 7,559 7,559 7,559

AIC 5172.18 8082.62 3504.17
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**kk **k*k * * * **k*
RE -0.0478 0.0522 0.0798 0.2213 0.0811 0.2355 0.3406 -0.0204 0.0184 0.1999 0.0629 -0.0470 1.0000
(0.0072) (0.0033) (<.0001) (<.0001) (<.0001) (<.0001) (<.0001) (0.2505) (0.3001) (<.0001) (0.0004) (0.0082)
LVG |-0.0102 -0.0838 0.0761 -0.0457 0.0834 -0.1617 -0.3104 0.0142 -0.0430 0.1302 0.1492 0.0098 -0.3736 1.0000
(0.5655) (<.0001) (<.0001) (0.0102) (<.0001) (<.0001) (<.0001) (0.426) (0.0156) (<.0001) (<.0001) (0.5829) (<.0001)
E -0.0422 0.0150 0.0579 0.1519 0.0567 0.3085 0.3617 -0.0249 0.0439 0.2832 -0.0410 -0.0614 0.8070 -0.3032 1.0000
(0.0176) (0.4003) (0.0011) (<.0001) (0.0014) (<.0001) (<.0001) (0.1606) (0.0136) (<.0001) (0.0211) (0.0005) (<.0001) (<.0001)
Ldiff | 0.1789 0.2705 -0.0299 -0.0232 -0.0104 -0.0180 0.0864 -0.0320 0.0576 -0.0442 0.0071 0.0971 -0.0349 -0.1002 -0.1083 1.0000
(<.0001) (<.0001) (0.0924) (0.1913) (0.5572) (0.3119) (<.0001) (0.072) (0.0012) (0.0128) (0.6882) (<.0001) (0.0496) (<.0001) (<.0001)
tax 0.0910 0.5734 0.0572 0.0097 0.0692 0.0385 0.0372 -0.3161 -0.0273 -0.0363 -0.0365 0.0948 0.0353 -0.0168 0.0268 -0.0387 1.0000
(<.0001) (<.0001) (0.0013) (0.5851) (<.0001) (0.0304) (0.0363) (<.0001) (0.1246) (0.0413) (0.0402) (<.0001) (0.0471) (0.3446) (0.1311) (0.0295)

*kk *kk *kk **k% ** *%* *** ** ** *** ** **
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Witgk & 2-2 Pearson { A M il - RERJIZ L RF

Index Intraded TLII TFH Ins oprisk lig Age \% DA size INRD RE LVG E Ldiff tax
Index 1
(P-Value)
Intraded| 0.7380 1.0000
(<.0001)

**k%k

TLII | 0.0240 -0.0143 1.0000
(0.3454)  (0.5728)

TFIl | 0.0243 0.0681 -0.0752 1.0000

(0.3392) (0.0073)  (0.0031)

Ins | 0.0060 0.0433 0.4838 0.0336 1.0000

(0.7851) (0.0887) (<.0001)  (0.1861)

oprisk |-0.0462 0.0297 0.0289 0.0170 -0.0549 1.0000

(0.0691) (0.2423) (0.2555) (0.5049)  (0.0306)

lig |-0.0582 0.0802 -0.0929 0.0380 -0.0550 0.2941 1.0000

(0.022) (0.0016) (0.0003) (0.1348) (0.0304)  (<.0001)

Age |-0.0605 -0.1940 0.0034 0.0051 -0.0486 -0.0286 -0.0341 1.0000
(0.0173) (<.0001) (0.8953) (0.8401) (0.0561) (0.26) (0.1798)

vV |-0.0044 0.1522 0.0199 0.2012 0.0347 0.2377 0.3136 -0.0086 1.0000
(0.8634) (<.0001) (0.4334) (<.0001) (0.1726) (<.0001) (<.0001)  (0.7356)

*kk *kk *k% *k%

59



Widkrd 2-2 (%) Pearson A ApM hlicEE - RERAIZ L RE

Index Intraded TLII TFH Ins oprisk lig Age \% DA size INRD RE LVG E Ldiff

tax

DA 0.0113 -0.0457 0.0544 -0.0197 -0.0249 0.0206 -0.0213 0.0117 0.0082 1.0000
(P-Value) |(0.6579) (0.0719) (0.0324) (0.4396) (0.3269) (0.4184) (0.403) (0.6455) (0.7482)
* *%*
size 0.1247 0.0157 0.1814 0.4576 -0.1782 -0.1110 -0.2035 0.0613 -0.0010 0.0645 1.0000
(<.0001) (0.5367) (<.0001) (<.0001) (<.0001) (<.0001) (<.0001) (0.0158) (0.9689) (0.0111)
*k*k *k*k **k*k **k*k *k*x **k*x ** **%
InRD | 0.1252  0.0800 -0.0636 0.0229 -0.0534 -0.0600 -0.0054 -0.1044 -0.0377 0.0073 0.0170 1.0000
(<.0001) (0.0016) (0.0123) (0.3681) (0.0356) (0.0182) (0.8332) (<.0001) (0.1379) (0.7736) (0.5029)
**kk **k*k *%* *%* *%* **k*
RE -0.0346 0.0600 0.0963 0.2751 0.1190 0.2218 0.2730 -0.0038 0.2950 -0.0027 0.1163 -0.0524 1.0000
(0.173) (0.0182) (0.0001) (<.0001) (<.0001) (<.0001) (<.0001) (0.8802) (<.0001) (0.9148) (<.0001) (0.0391)
LVG |-0.0277 -0.0629 0.0690 -0.0552 0.0209 -0.1724 -0.3163 0.0001 -0.1561 0.1340 0.1714 -0.0221 -0.3506 1.0000
(0.2765) (0.0133) (0.0066) (0.0298) (0.4117) (<.0001) (<.0001) (0.9981) (<.0001) (<.0001) (<.0001) (0.3842) (<.0001)
E -0.0639 -0.0246 0.0673 0.1796 0.0472 0.2103 0.2840 0.0081 0.3516 0.0635 -0.0260 -0.0737 0.6756 -0.2472 1.0000
(0.0119) (0.3329) (0.0081) (<.0001) (0.0632) (<.0001) (<.0001) (0.7487) (<.0001) (0.0125) (0.3073) (0.0037) (<.0001) (<.0001)
Ldiff | 0.2855 0.3673 0.0188 0.0124 -0.0256 0.0051 0.1137 -0.0200 0.2193 0.0004 0.0744 0.1183 0.0454 -0.0844 -0.0700 1.0000
(<.0001) (<.0001) (0.4606) (0.6248) (0.3139) (0.8409) (<.0001) (0.4325) (<.0001) (0.9867) (0.0034) (<.0001) (0.0738) (0.0009) (0.0059)

*kk *kk *k% *k*% *k*% *k*k * *k*k *kkx

tax 0.0821 0.5219 -0.0263 0.0193 0.1183 0.0609 0.0753 -0.3094 0.0471 -0.0225 -0.1460 -0.0295 0.0412 -0.0039 0.0132 -0.0677 1.0000

(0.0012) (<.0001) (0.3007) (0.4471) (<.0001) (0.0165) (0.003) (<.0001) (0.064) (0.3771) (<.0001) (0.2466) (0.1048) (0.8784) (0.603) (0.0077)

*kk *kk **k% ** *** *** * *** **xx
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ek 2-3 Pearson K X AW hBcEL - RERJIE L R

Index Intraded TLII TFH Ins oprisk lig Age DA size INRD RE LVG E Ldiff  tax
Index 1
(P-Value)
Intraded| 0.7391 1.0000
(<.0001)
*kk
TLII | 0.0902 0.0679 1.0000
(0.0352) (0.1132)
**
TFIl | -0.0460 -0.0602 -0.0375 1.0000
(0.2835) (0.1607) (0.3817)
Ins |-0.0032 0.1543 0.4268 0.0722 1.0000
(0.9408) (0.0003) (<.0001) (0.0922)
oprisk |-0.1255 0.0528 -0.0644 0.1304 -0.0327 1.0000
(0.0033) (0.2188) (0.1335) (0.0023) (0.4461)
liq -0.0296 0.0770 -0.1229 0.0157 0.0419 0.2340 1.0000
(0.4908) (0.0725) (0.0041) (0.7146) (0.3284) (<.0001)
Age |-0.0718 -0.3419 -0.0385 0.0048 -0.1751 -0.0838 0.0158 1.0000
(0.094) (<.0001) (0.3702) (0.9109) (<.0001) (0.0507) (0.7129)
\ -0.0541 -0.0413 -0.0575 0.0744 -0.0638 0.2413 0.0516 -0.0473 1.0000

(0.2073) (0.3363) (0.18) (0.0826) (0.1371) (<.0001) (0.2292) (0.2707)

*k%
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e 2-3 (%) Pearson L ApM hlicEE - RERAI 2 L BP

Index Intraded TLII TFH Ins oprisk lig Age \% DA size INRD RE LVG E Ldiff  tax

DA

(P-Value)

size

InRD

RE

LVG

Ldiff

tax

0.0579 -0.1449 0.1652 -0.0400 0.0778 -0.1912 0.0469 0.1399 -0.0315 1.0000
(0.1769) (0.0007) (0.0001) (0.3512) (0.0694) (<.0001) (0.2745) (0.0011) (0.4625)
*k*k *k*k * **k*k **k*x

0.1077 -0.0667 0.2574 0.2460 -0.2373 -0.2467 -0.2863 0.0513 -0.1203 0.1101 1.0000
(0.0119) (0.1198) (<.0001) (<.0001) (<.0001) (<.0001) (<.0001) (0.2321) (0.0049) (0.0101)

** **k*k **k*k **k*k **k*x **k*x *k*k **

0.1458 0.1017 0.0299 -0.0260 -0.0808 -0.0274 -0.0923 -0.0533 -0.0296 -0.0005 0.0401  1.0000
(0.0006) (0.0176) (0.4857) (0.5449) (0.0595) (0.5226) (0.0312) (0.2145) (0.4901) (0.991) (0.35)

**kk *%* * *%*

0.0341 -0.1355 0.0168 0.1153 0.0540 -0.2692 -0.0152 0.1521 -0.1277 0.3138 0.1247 -0.0019 1.0000
(0.4274) (0.0015) (0.6964) (0.0071) (0.2078) (<.0001) (0.7232) (0.0004) (0.0028) (<.0001) (0.0036) (0.9646)

-0.0329 -0.0703 0.1303 -0.0133 0.0551 -0.1804 -0.3023 -0.0314 -0.0647 0.2093 0.2843 0.0168 -0.2194 1.0000
(0.4432) (0.1009) (0.0023) (0.7564) (0.1989) (<.0001) (<.0001) (0.4641) (0.1317) (<.0001) (<.0001) (0.6952) (<.0001)

0.0290 -0.2116 0.0136 0.0240 0.0053 -0.4341 -0.0133 0.2102 -0.1350 0.4277 0.1212 -0.0101 0.8572 -0.1132 1.0000
(0.4989) (<.0001) (0.7509) (0.5764) (0.9021) (<.0001) (0.7566) (<.0001) (0.0016) (<.0001) (0.0046) (0.8149) (<.0001) (0.0082)

02210 0.2216 0.0435 0.0100 -0.0654 -0.0513 0.0511 -0.0379 0.0324 -0.0055 0.0995 0.1282 0.0453 -0.0574 0.0057 1.0000
(<.0001) (<.0001) (0.3108) (0.8151) (0.1271) (0.2323) (0.2334) (0.3769) (0.4505) (0.8979) (0.0201) (0.0027) (0.2913) (0.1808) (0.8946)

0.1358 0.6383 0.0490 -0.1067 0.2169 0.1563 0.0301 -0.4723 0.0481 -0.2479 -0.1814 0.0272 -0.3012 -0.0036 -0.3508 -0.0143 1.0000
(0.0015) (<.0001) (0.2531) (0.0127) (<.0001) (0.0002) (0.4834) (<.0001) (0.2625) (<.0001) (<.0001) (0.527) (<.0001) (0.9325) (<.0001) (0.7383)

*kk *kk *%x *k*k *** ***% *** *** ***x **x
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