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The Effect of Foreign Investment on Dividend Yield Ratio of
KOSDAQ Firms

Chung, won sub”

Abstract

This study supplements the limitation as much as possible that existing literatures have, and, on the target of new registered
businesses to KOSDAQ, this study presents answers to the worries raised earlier by recovering problems on causal relationship direction
between foreigner investment and dividend level and by analyzing them with dividend level as an independent variable. First, with the
whole samples used, dividend income rate didn’t show significant relationship with foreigners’ investments. It is similar to study result
of the existing literature. A panel analysis, on the target of sample businesses that paid dividends before foreigners’ investments
originated, showed that foreigners’ investments didn’t have a significant effect on dividend rate. It means that foreigner investors don’t
have an effect on dividend level. But, a panel analysis of samples shows that foreigner investments have a significant thesis relationship
with dividend level variable, that is dividend return rate, except the businesses which paid dividend before foreigners’ investments
originated. It means that in case foreign investors’ preference is controlled, in the businesses which pay dividends, foreign investors have
a significant effect on dividend level to native KOSDAQ. Especially, this study result is very significant, for it shows that dividend
return rate, insignificant in existing studies, was significant when foreigners’ preferences to the businesses which pay dividends was
controlled. It means that the more foreigners’ shares increase, the more relative importance of dividend out of all profits increases,

compared with all of the amounts at the time, and that foreign investors stick to short-term profit and induce big dividend.

Keywords: Foreign Investors, Panel Analysis, KOSDAQ, Dividend Return Rate
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