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An Empirical Study on the Information Content of Dividend in China

LUO Qi, FU Shihao, LU Qian
(School of Economics and Management, Wuhan University, Wuhan 430072, China)

Abstract: This paper studies the information content of the dividend in China. The result shows that the change of the
cash dividend policy can provide new information to the market and contribute to the change of the stock price. The unexpected
increase of the cash dividend will lead to the positive cumulative abnormal return during the dividend announcement, and it is
positively related to the future profit and investment, which shows that the dividend policy can transmit the information ofthe
future profit and investment to the investors. Further tests show that the cash dividend has greater value effect in companies
whose cash dividend growth exceeds market expectations.

Key words: Signal of Dividend; Unexpected Dividend; Cumulative Abnormal Return; Profitability; Investment
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