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Topics

- Dividend Decision Definition
- Importance of dividend decisions

- Theories of Dividend decisions

- Dividend Irrelevance Theory

- Relevance theory

- Issues in Dividend Policy
- Bonus Shares

- Stock Splits & Buyback of shares
- Types of Dividend Policies

- Factors Determining Dividend Policy




Dividend Decision Definition

- It refers to the policy that the management formulates
in regard to earnings for distribution as dividends
among shareholders.

- Dividend decision determines the division of earnings
between payments to shareholders and retained
earnings .

- This decision is generally made by the directors of the
company.




Importance of dividend decisions

- The firm has to balance between the growth of the
company and the distribution to the shareholders.

- It has a critical influence on the value of the firm.

- It helps to also to strike a balance between the long term
financing decision and the wealth maximization.

- The market price gets affected if dividends paid are less.

- Retained earnings helps the firm to concentrate on the
growth, expansion and modernization of the firm.







