= Journal DOI: 10.36713/epral013|SJIF Impact Factor (2021): 7.473 ISSN: 2347-4378
(&} EPRA International Journal of Economics, Business and Management Studies (EBMS)
Volume: 9 | Issue: 7| July 2022 -Peer-reviewed Journal

ANALYSIS OF DIVIDEND POLICIES OF COMPANIES
LISTED IN BSE WITH REFERENCE TO INDIA BULLS
PVT. LIMITED

GuglothShekhar', Dr. N Ramanjaneyulu®
'11-MBA, Malla Reddy Engineering College ( Autonomous), Hyderabad
“Professor & Head of the Department, Department Of MBA,
Malla Reddy Engineering College (Autonomous),Hyderabad

Article DOI: https://doi.org/10.36713 /epral0925
DOI No: 10.36713 /epral10925

ABSTRACT

Dividend refers to a proportion of company’s earnings that is being issue to the class of the shareholder’s as decided by
the board of directors. For investors , dividends help as Attractive way of investment revenue. Dividend decisions is one
of the four key major functions of financial management through which the firm decides on how much to pay and how much
to retain in its Net profits. Through dividend decisions companies improve their goodwill thus impacting the share prices. The
cyclical relationship among profits, dividends and share value of the companies is instrumental for both companies and
investors. A good and balanced dividend policy enables a company to be the face of the company at times. Owing to the
importance the present study is intended to analyze the dividend policy of companies listed in BSE’s Sensex. Dividend policy is
one of the important policies of organization. the present study is related to the analysis of dividend policies for the period of
five years in different sectors which are listed in sensex. The present research would be useful for the financial managers of
the company in formulating the dividend announcement strategies. Dividend policy is the plan of action of the company used
to decide the dividend amount and date of payment.
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I. INTRODUCTION

Stock market is a place where the exchange and issuance of shares of public listed companies takes place
.stock market consist of different events which takes place in particular industry or any individual company. The
types of events may impact the performance and growth rate of stocks which are listed at the popular stock
exchanges.

The company may give announcements related to different events .The announcement of information as
bonus issue, stock split, right issues, changes in management, merger or acquisition of the company, earnings and
dividend etc., which can produce a immediate effect in stock prices. The present study is on the dividend analysis of
companies listed at sensex. Dividend policy is a crucial decision part of the corporate companies ,the dividend
policy will effect the shareholder’s wealth maximization ,which refers to increasing the value of the company as
calculated by the price of common stock. This can be by giving the fair dividend payment on their investments to the
shareholders of the company.

Dividend refers to a proportion of company’s earnings that is being issue to the class of the shareholder’s
as decided by the board of directors. For investors , dividends help as Attractive way of investment revenue.
Dividends are usually paid in the form of cash or may also be paid in the form of additional

II. REVIEW OF LITERATURE

A number of literature have been carried out to find the effect of dividend policy on stock prices. Dividend
announcement decisions are taken by the board of directors ,it has a great importance in the company. Researchers
discussed and developed many theories and models regarding to the dividend policies
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A literature review is a systematic investigation of a specific topic .some of the following
studies related to the present topic.
Fama and Babiak(1968) used lintner’s model to examine the dividend policy,and they opined that firms would try
to increase the dividends ,when the dividends could continued in the future.
Lee (1996) conducted a study to test the connection between the dividend and earnings.he used bi-variate time-
series model over the period covers from the year 1972 to 1992 the results show that earnings of the firm would
define by the firm’s dividend.

PitabasMohanty(1998) studied more than 200 companies in india to test the behavior if dividend payment over 15
years, he noticed that the companies do not follow the dividend payout ratio regularly instead of that they issue the
bonus shares to reward their shareholders. However ,after the issue of bonus shares companies tried to maintain their
dividend policies.

Oza(2004) examined 30 non financial companies in india to evaluvate the dividend
behavior .The study resulted that current earnings control the decision related to the dividend policy on the basis of
past dividend pattern

Pani (2008) used fixed effect model and pooled OLS model to study the dividend policy and stock price behavior
over the period covers from 1996 to 2006 by selecting the different sectors in sample of 500 corporate companies
listed .He took the six different sectors as a sample i.e., textile ,mining ,electricity ,food and beverages ,non —
metallic and service industry. He took the dependent and independent variables. The study presents that net profit,
Dividend and retention ratio are important in services ,textiles and mining industries. The companies which are
paying dividends are in large and profitable

IILNEED FOR THE STUDY
e With the advancement of technology , many people are interested in trading in the stock market through
online trading facility without a physical existence of a investor .
e The investors will take the decision related to the investment depend upon the company announcement .
o Dividend announcement plays a important role in changes in share price in the stock market.
e It is important to know about the dividend polices of the company ,need of the study will show the clear
picture about the analysis of dividend policies which should consider by the investor.

IVSCOPE OF THE STUDY
e The present study is on the analysis of dividend policy of three companies selected from three different
sectors listed in Sensex.
e lItis limited to the period of five financial years data.
e  The scope of this research contain of information taken from the secondary data from various websites.
o Data analysis tools such as Mean, ration ANOVA ,Average, Variance are used to analyze the data.

V.OBJECTIVES OF THE STUDY
The primary objective of the study is to understand the concept of dividend announcement

1. To determine the trends in dividend policy of firms listed at the Sensex.

2. To study and differentiate dividend payment on different categories.

3. To find the relationship between companies in different sectors to measure the dividend per share ratio.
4, To find the relationship between companies in different sectors to measure the dividend payout ratio.

VI.RESEARCH METHODOLOGY

Research methodology is a method to solve the problem for this the data may be collected from the different sources
,the main point has to kept that the sampling fit to the objectives of the study. The data may be collected in two
popular ways i.e from the primary data and secondary data.

The present study data is collected from the secondary data like magazines, journals ,websites, money control.
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VIL LIMITATIONS OF THE STUDY
The following are the limitations of the study:
1. The present study is done on sample size of 3 sectors listed at BSE can’t be made to whole listed companies
from BSE
2. The study is collected from the secondary data which will influence the data
3. The study is conducted for the period of 5 years
4. There are many tools to analyze the dividend policy but in this research restricted to limited tool due to the
time period

VII.EMPIRICAL RESULTS
For the purpose of understanding the analysis of dividend policy ,dividend per share and dividend pay- out ratio of
three sectors analyzed for the five financial years 2018-2022.

1. DIVIDEND PER SHARE
1.PHARMA SECTOR

PHARMA SECTOR
Company 2018 2019 2020 2021 2022 AVG
Cipla Itd 2.00 2.00 3.00 3.00 4.00 2.6
Dr'ReddysL%;borato“es 20.00 20.00 20.00 20.00 25.00 21
Sun pharma 1.00 3.50 2.00 2.75 4.00 2.65
AVERAGE 7.66 85 8.33 8.58 11 8.75

TABLE 1.1: Dividend payout ratio of Pharmaceutical industry
Source: Author’s Compilation
In pharmacy sector, Cipla Itd announced the dividend amount is low but there is increasing in dividend per share. In
Dr.Reddys Laboratories Ltd dividend per share is constant for 4 years in 2022 it is increased by 5 ,the sun pharmacy
Itd there is poor rate in DPS it is increased in the year 2019 decrease in the year 2020&2021 and increased in the
year 2022. in banking sector, HDFC bank dividend per share has good amount it is slightly increased but in the 2022
it is fallen down, in yes bank there is up and down the DPS whereas in SBI bank there is same dips for two years
and there is no dividend payment to shareholders. in IT sector TCS company in the year 2021decrease in the DPS
and increases by 40/-,Wipro company has poor DPS. Infosys is same as TCS decreased in the 2021& 2022.

2. AVERAGE OF DIVIDEND / SHARE(Rs)

AVERAGE OF DIVIDENDS PER SHARE (RS)

SECTORS 2018 2019 2020 2021 2022
PHARMA SECTOR 7.66 8.5 8.33 8.58 11
BANKING SECTOR 7.36 8.53 5.23 8.5 25
IT SECTOR 24.6 24.9 31.5 175 30.5

Table No: 1.2 Dividend payout ratio of Pharma, Bankimg, IT Sectors

Source: Author’s Compilation
Average of dividend per share IT sector has good dips when compared to pharma sector and banking sector. In
banking and pharma sector has slightly changes in their DPS crit,it is concluded that is F value is 42.20 and F crit
value is 3.88.This is the case 42.20>3.88.Hence we reject the null hypothesis. is concluded that from 2020 to 2022
dividend pay ratio decreased in pharma sector.in banking sector from three companies dividend payout ratio is not
good there is a fluctuations in year by year . dividend payout ratio in IT sector companies there is no proper payout
ratio. dividend payout ratio is analysed in pharma sector for the five financial years in three different companies .In
cipla Itd dividend payout ratio is decreased in the year 2020 and it raised at high ratio .In reddy’s laboratories Itd and
sun pharma Itd there is no stable in dividend payout ratio there is ups and down in the ratio F crit,it is concluded that
is F value is 1.271663 and F crit value is 3.88.This is the case 1.27<3.88.Hence we accept the null hypothesis.
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IXFINDINGS, SUGGESTIONS AND CONCLUSION

Findings

The following are the findings of the present study:

To understand the dividend policy, we look over the ratio of dividend per share in companies from different sectors

for the financial year (2018-2022)

1. When the average is calculated on company’s dividend for each share ,it was found that IT sector is having the
highest values in each year when compared to other sectors.

2. When the average is calculated on company’s dividend payout ratio,it was found that Banking sector is having
low value and high values in the IT sector in each year.

3. Toachieve the objective of the study, ANOVA ONE WAY test was used

4. In hypothesis test, relation between dividend per share and companies Hy is rejected and relation between
dividend payout ratio and companies Hy is accepted.

Suggestions

1. To the shareholders must get the maximum amount from the profit ,because they are the real owners of the
company and the risk bearers .

2. The announcement of dividend payment will effect the stock prices of the company so the management should
take the decision fairly.

3. The companies have to pay the dividend every year to their shareholders without any strong reason the firms do
not skip the dividend.

4. The company’s dividend policy must be designed in a effective way to maximize the shareholders wealth.

Conclusion

The main objective of the present study is to analyse the dividend policy of different sectors listed in the
SENSEX. For this motive three sectors were selected ,in each sector three companies were analysed for the five
financial years i.e, from( 2018-2022).To find out the trend analysis of dividend ,DPS and DPR were studied .To
know the connection between the dividend policy in different sectors ONE —~WAY ANOVA test was conducted it
gives the interesting results .Analysis of dividend policy is useful for the investors ,those want to invest in the
company. A dividend policy indicates that how much returns are available to the shareholders.

REFERENCES

1. Adaoglu, C. (2000), ‘Instability in the Dividend Policy of the Istanbul Stock Exchange (ISE) Corporations: Evidence
from an Emerging Market’, Emerging Markets Review, 1, 252—70.

2. Aivazian, V., L. Booth, and S. Cleary (2003), ‘Do Emerging Market Firms Follow Different Dividend Policies from
U.S. Firms?’, Journal of Financial Research, 26, 371-87.

3. Allen, F., and R. Michaely (2003), Payout Policy, in G. M. Constantinides, M. Harris and R. M. Stulz (eds), Handbook
of the Economics of Finance, Chapter 7, 1st edn. Vol. 1, Amsterdam: Elsevier, pp. 337-429.

4.  Arellano, M., and S. Bond (1991), ‘Some Tests of Specification for Panel Data: Monte Carlo Evidence and an
Application to Employment Equations’, Review of Economic Studies, 58, 277-97.

5. Behm, U., and H. Zimmermann (1993), ‘The Empirical Relationship Between Dividends and Earnings in Germany’,
Zeitschriftfu rWirtschafts- und Sozialwissenschaften, 113, 225-54.

6.  Bhattacharya, S. (1979), ‘Imperfect Information, Dividend Policy and the Bird in the

7. Hand Fallacy’, Bell Journal of Economics, 10, 259-27. Black, F. (1976), ‘The Dividend Puzzle’, Journal of Portfolio
Management, 2, 5-8. Brealey, R., and S. Myers (2005), Principles of Corporate Finance, 8th edn. London:McGraw-
Hill.

8. Correia da Silva, L., and M. Goergen, and L. Renneboog (2004), Dividend Policy and Corporate Governance.
Oxford: Oxford University Press.

9. Dewenter, K. L., and V. Warther (1998), ‘Dividends, Asymmetric Information, and Agency Conflicts: Evidence from a
Comparison of the Dividend Policies of Japanese and U.S. Firms’, Journal of Finance, 53, 879-904.

10. Fama, E., and H. Babiak (1968), ‘Dividend Policy of Individual Firms: An Empirical Analysis’, Journal of the
American Statistical Association, 63, 1132—61.

11. Fama, E., and F. French (2000), ‘Testing Tradeoff and Pecking Order Predictions About Dividends and Debt’.
C.R.S.P. Working Papers No. 506, University of Chicago.

12. Ferri, M. G., and W. H. Jones (1979), ‘Determinants of Financial Structure: A New Approach’, Journal of Finance,
34, 631-44.

13. Gaver, J. J., and K. M. Gaver (1993), ‘Additional Evidence on the Association Between the Investment Opportunity

€' 2022 EPRA EBMS | www.eprajournals.com 26 ] Journal DOI URL: https://doi.org/10.36713 /epra1013

(
.


https://doi.org/10.36713/epra1013

-

: el

Journal DOI: 10.36713/epral013|SJIF Impact Factor (2021): 7.473 ISSN: 2347-4378

EPRA International Journal of Economics, Business and Management Studies (EBMS)
Volume: 9 | Issue: 7| July 2022 -Peer-reviewed Journal

14.
15.

16.

17.
18.

19.
20.

21.
22.
23.
24,
25.
26.
217.
28.
29.
30.
31.

32.
33.

34.

‘€' 2022 EPRAEBMS | www.eprajournals.com

Set and Corporate Financing, Dividend and Compensation Policies’, Journal of Accounting and Economics, 15, 125—
60.

Glen, J. D., Y. Karmokolias, R. R. Miller, and S. Shah (1995), ‘Dividend Policy and Behavior in Emerging Markets’.
IFC Discussion Paper No. 26.

Goergen, M., L. Renneboog, and L. Correia da Silva (2005), ‘When do German Firms Change Their Dividends?’,
Journal of Corporate Finance, 11, 375-99.

International Review of Finance r 2007 The Authors 22 Journal compilation r International Review of Finance Ltd.
2007 Gonzalez, M. (2003) ‘Dividends as a Signaling Mechanism: The Case of llliquid Markets’. Unpublished Working
Paper, IESA, Caracas.

Grossman, S. J., and O. D. Hart (1982), ‘Corporate Financial Structure and Managerial Incentives’, in McCall (ed.),
Economics of Information and Uncertainty.

Chicago: Chicago University Press, pp. 107-40. Hansen, L. P. (1982), ‘Large Sample Properties of Generalized
Method of Moments Estimators’, Econometrica, 50, 1029-54.

Hausman, J. A. (1978), ‘Specification Tests in Econometrics’, Econometrica, 46, 1251-71.

Hsiao, (1986), Analysis of Panel Data. Cambridge: Cambridge University Press.Jensen, M. C. (1986), ‘The Agency
Costs of Free Cash Flow: Corporate Finance and Takeovers’, American Economic Review, 76, 323-9.

Jensen, M. C., and W. Meckling (1976), ‘Theory of the Firm: Managerial Behavior, Agency Costs, and Ownership
Structure’, Journal of Financial Economics, 3, 305—60.

Lintner, J. (1956), ‘Distribution of Incomes of Corporations among Dividends, Retained Earnings and Taxes’,
American Economic Review, 61, 97-113.

Miller, M., and F. Modigliani (1961), ‘Dividend Policy, Growth and the Valuation of Shares’, Journal of Business, 34,
411-33.

Nickell, S. (1981), ‘Biases in Dynamic Models with Fixed Effects’, Econometrica, 49, 1417-29.

Nissim, D., and A. Ziv (2001), ‘Dividend Changes and Future Profitability’, Journal of Finance, 56, 2111-33.

Petit, R. (1972), ‘Dividend Announcements, Security Performance, and Capital Market Efficiency’, Journal of
Finance, 27, 993-1007.

Rajan, R., and L. Zingales (1995), ‘What do we Know About Capital Structure? Some Evidence from International
Data’, Journal of Finance, 50, 1421-60.

Rozeff, M. S. (1982), ‘Growth, Beta, and Agency Costs as Determinants of Dividend Payout Ratios’, Journal of
Financial Research, 5, 249-59.

Sargan, J. D. (1958), ‘The Estimation of Economic Relationship Using Instrumental Variables’, Econometrica, 26,
393-415.

Smith, C. W., and R. L. Watts (1992), ‘The Investment Opportunity Set and Corporate Financing, Dividends, and
Compensation Policies’, Journal of Financial Economics, 32, 263-92.

Stulz, R. M. (1990), ‘Managerial Discretion and Optimal Capital Structure’, Journal of Financial Economics, 26, 3—
28.

Titman, S., and R. Wessels (1988), ‘The Determinants of Capital Structure’, Journal of Finance, 43, 1-19.

Travios, N., L. Trigeorgis, and N. Vafeas (2001), ‘Shareholder Wealth Effects of Dividend Policy Changes in an
Emerging Stock Market: The Case of Cyprus’, Multinational Finance Journal, 5, 87-112.

White, H. (1980), ‘A Heteroskedasticity-Consistent Covariance Matrix Estimator and a Direct Test for
Heteroskedasticity’, Econometrica, 48, 817-38.

27 ] Journal DOI URL: https://doi.org/10.36713 /epra1013

(
.


https://doi.org/10.36713/epra1013

