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2frehal Sl oF diF T He ARE2 of O ANE <F 2> A AT
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DIV/E LEV 5%BH FOR OWN SIZE FCF MITBR

DIV/E 1

LEV -0.148™ 1
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Abstract

External financing constraints and Dividend Policy in accordance with the

ownership structure’
Chi, Sung-Kwon'

This paper investigate the impact of external financing constraints(EFC) on the dividend
policy(cash dividend ratio) and the impact of interaction of ownership structure(@the percentage of
shares held by external blockholder who owns at least 5% of equity(5% BHR), @ the percentage
of shares held by foreign investors(Foreign), @ the percentage of shares by insider
shareholders(Insider)) and external financing constraints on the dividend policy.

The purpose mentioned above are empirically tested using 370 firm-year data listed on the
Korean Exchange(KRX) with multiple regression method. Summarizing the results of analysis as
following;

Firstly, we find that EFC has negative relationship with cash dividend ratio.

Secondly, interaction of 5% BHR and EFC has positive relationship with cash dividend ratio.
Also, interaction of Foreign and EFC has positive relationship with cash dividend ratio. But, Insider
and EFC has negative relationship with cash dividend ratio.

This study contributes to research related to dividend policy by recognizing that ownership
structure influences the dividend policy.

Key Words: Dividend policy, Exter financing constraints, Ownership structure
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