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Dividend Decision



Dividend Meaning
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Classification of Dividends
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Sources from which they are 
paid

Medium in which they are paid

Regularity with which they are 
paid



Sources from which they are paid
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Retained 
Earnings Current 

Profit



Medium in which they are paid
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Cash 
Dividend Share/Bonus

Dividend



Regularity with which they are paid
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Interim 
Dividend Annual 

Dividend



Dividend Pay-out ratio

𝑫𝒊𝒗𝒊𝒅𝒆𝒏𝒅 𝑷𝒆𝒓 𝑺𝒉𝒂𝒓𝒆

𝑬𝒂𝒓𝒏𝒊𝒏𝒈 𝑷𝒆𝒓 𝑺𝒉𝒂𝒓𝒆

Dividend Pay-out Ratio 

and Retention Ratio

Retention Ratio

?
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Determinants of Dividend Policy
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￮ Fund needs of the Company

￮ Liquidity

￮ Ability to raise external finance

￮ Shareholders Preference

￮ Difference between cost of external equity 

and cost of retained earnings

￮ Control

￮ Taxation



Dividend 

Theories
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Walter’s 

Model

𝑷 =
𝑫+

𝒏
𝒌
(𝑬 − 𝑫)

𝒌
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Gordon’s 

Model

𝑷 =
𝑬 (𝟏 − 𝒃)

𝒌 − 𝒃

2



Miller-

Modigiliani

Theory
3

?
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Thanks!
Any questions?


