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<Abstract>

This study empirically examines the effectiveness of the dividend procedure reform introduced
in Korea in 2023 by analyzing market reactions to dividend announcements. Under the traditional
dividend practice in the Korean capital market, firms generally determined the dividend record date
before finalizing the dividend amount. This “record date first, dividend amount later” practice created
a structural limitation in which investors had to make investment decisions without knowing the
amount of dividends they would receive, thereby exacerbating information asymmetry. To address
this issue, the government recommended that listed firms set the dividend record date after the dividend
amount has been determined, allowing investors to make investment decisions based on confirmed
dividend information.

Using a sample of 2,258 firm—year observations of listed firms that announced year—end dividends
in 2024 and 2025, this study analyzes cumulative abnormal returns around dividend announcement
dates. The empirical results show that firms setting the dividend record date after the dividend
announcement date exhibit significantly higher cumulative abnormal returns over the period from
one trading day before to three trading days after the announcement date than firms maintaining
the traditional practice. These findings suggest that the revised dividend procedure enhances investors’
decision—making efficiency by improving not only the predictability of dividend information but also
the actionability of the information, as investors can make immediate investment decisions based
on confirmed dividend amounts.

Additional analyses show that the positive market reaction to the revised dividend procedure is
more pronounced among firms with relatively low dividend yields, firms with weaker information
environments, such as those with lower foreign ownership or lower analyst coverage, and firms with
lower ownership by controlling shareholders. These results suggest that the advancement of dividend
procedures may help reduce information asymmetry and improve the informational value of dividend
announcements, particularly for firms facing greater information frictions. Overall, this study provides
empirical evidence that the government’s dividend procedure reform is positively received by the
capital market and offers policy implications for improving shareholder—oriented corporate practices
and alleviating the Korea discount.

<Key words> Dividend Announcement, Dividend Record Date, Cumulative Abnormal Return, Information
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<Figure 1> Dividend Procedure Reform
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(Table 1) Sample Selection Procedure

Selection Criteria O,\kizr;rt\)/zioc:s

Initial sample (firm—year observations announcing year—end dividends in 2024 2001
and 2025)

(—) Additional or amended disclosures after the initial disclosure within the 590

same firm-year

(—) Observations without return data for the estimation period 12
(—) Observations without financial data 59
Final sample 2,258
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V. ASEA A3

1. 71&5A%

2 AT 7Hd HSE Hall AFeE HFE U 7eBAY B4 Aie ths9 <Table
2>9F Aok WA T2 225870 719 —AE #EAE ] o, fEvhet AEA |
A B 7IEd N A7 2YE ol F 7IdEY wid T B A whgS xEAHoR B
AETh

(Table 2> Descriptive Statistics
Variable Mean Median Min. Max.

CAR(—1,1) 0.00 0.00 —0.12 0.16

CAR(—1,2) 0.00 0.00 —0.15 0.22

CAR(—1,3) 0.00 0.00 —0.20 0.27

POST 0.17 0.00 0.00 1.00

SIZE 20.19 19.91 17.53 25.53

LEV 0.38 0.37 0.05 0.90

ROA 0.04 0.04 —0.09 0.21

OCF 0.07 0.06 —0.12 0.25

LOSS 0.11 0.00 0.00 1.00

MB 1.02 0.69 0.13 6.56

FOR 0.08 0.04 0.00 0.60

OWNER 0.45 0.44 0.11 0.80

ANALYST 0.52 0.00 0.00 3.26

GROW 0.04 0.03 —0.50 0.91

1) Variable definitions are provided below

CAR(Dy, D;) : Cumulative abnormal return over the event window around the dividend announcement
date

POST : Dummy variable equal to 1 if the dividend record date for the firm—year is after the
dividend announcement date, and 0 otherwise

SIZE  Natural logarithm of total assets at the end of the fiscal year immediately preceding the
announcement date

LEV : Total liabilities divided by total assets at the end of the fiscal year immediately preceding
the announcement date

ROA :Net income divided by total assets for the fiscal year immediately preceding the
announcement date
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OCF : Operating cash flows divided by total assets for the fiscal year immediately preceding the
announcement date
LOSS : Dummy variable equal to 1 if net income for the fiscal year immediately preceding the

announcement date is negative, and 0 otherwise

MB : Market capitalization divided by book value of equity at the end of the fiscal year
immediately preceding the announcement date

FOR : Foreign ownership at the end of the fiscal year immediately preceding the announcement
date

OWNER : Ownership by the largest shareholder and related parties at the end of the fiscal year

immediately preceding the announcement date

ANALYST  : Natural logarithm of 1 plus the number of analyst opinions for the firm—year

GROW : Sales growth, measured as current—period sales minus prior—period sales, divided by
current—period sales
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{Figure 4> Trends in CAR by Dividend Procedure Reform
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(Table 4) Effect of Dividend Procedure Reform on Market Reactions to Dividend Announcements

CAR(Dy, D1)= Bo+ B1POST+ B:SIZE+ B3LEV+ BROA+ BsOCF+ BsLOSS
+ B:MB+ BsFOR+ BoyOWNER+ B10pANALYST+ B1,GROW

+Industry Dummy+ Year Dummy 3)
Variable Pr%?ged CAR (—1.1) CAR (—12) CAR (—13)
0.002 0.006" 0.010”
POST (+)
0.731) (1.767) (2.261)
0.000 —0.000 —0.002
SIZE
0.152) (—0.142) (—0.941)
—0.002 —0.001 0.001
LEV
(—0.365) (—0.178) (0.122)
0.061" 0.070" 0.082"
ROA
(1.991) (1.818) (1.734)
—0.014 —0.012 —0.013
OCF
(—0.724) (—0.508) (—0.450)
0.001 0.001 0.002
LOSS
(0.349) 0.112) (0.301)
—0.003"" —0.004™" —0.006""
MB
(—2.590) (—2.642) (—2.933)
0.006 0.021 0.042"
FOR
(0.587) (1.622) (2.576)
0.003 0.008 0.008
OWNER
(0.456) (0.954) (0.827)
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(Table 4) Effect of Dividend Procedure Reform on Market Reactions to Dividend Announcements

(continued)
Variable P“g?;:ed CAR (—1.1) CAR (—12) CAR (—13)
0.000 —0.002 —0.003
ANALYST
(0.127) (—0.811) (—1.193)
0.005 0.008 0.010
GROW
(1.001) (1.118) (1.109)
Fixed effects
Industry Included Included Included
Year Included Included Included
Clustering Firm Firm Firm
Adj. R’ 0.003 0.006 0.009
N 2,258 2,258 2,258

1) Variable definitions are provided below
CAR(Dy, D;) : Cumulative abnormal return over the event window around the dividend announcement date

POST

SIZE

LEV

ROA

OCF

LOSS

MB

FOR
OWNER

ANALYST
GROW

: Dummy variable equal to 1 if the dividend record date for the firm—year is after the dividend

announcement date, and 0 otherwise

* Natural logarithm of total assets at the end of the fiscal year immediately preceding the

announcement date

: Total liabilities divided by total assets at the end of the fiscal year immediately preceding

the announcement date

: Net income divided by total assets for the fiscal year immediately preceding the announcement

date

: Operating cash flows divided by total assets for the fiscal year immediately preceding the

announcement date

: Dummy variable equal to 1 if net income for the fiscal year immediately preceding the

announcement date is negative, and 0 otherwise

: Market capitalization divided by book value of equity at the end of the fiscal year immediately

preceding the announcement date

: Foreign ownership at the end of the fiscal year immediately preceding the announcement date

: Ownership by the largest shareholder and related parties at the end of the fiscal year

immediately preceding the announcement date

 Natural logarithm of 1 plus the number of analyst opinions for the firm—year

: Sales growth, measured as current—period sales minus prior—period sales, divided by current—

period sales

2) t—statistics are reported in parentheses.

3) *, #x, and *** indicate significance at the 10%, 5%, and 1% levels, respectively.
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(Table 5> Additional Analysis by Dividend Yield

Variebl Pred. High Dividend Yield Low Dividend Yield
arlaple .
Sign | AR (-1.1) | CAR (-1.2) | CAR (-1.3) | CAR (-1.1) | CAR (-1.9) | CAR (-1.3)
0.001 0.002 0.006 0.004 0.011" 0.015"
POST (+)
(0.146) 0.521) (1.166) (0.866) (1.791) (1.948)

Fixed effects

Industry Included Included Included Included Included Included

Year Included Included Included Included Included Included
Clustering Firm Firm Firm Firm Firm Firm
N 1,127 1,127 1,127 1,131 1,131 1,131

1) Variable definitions are provided in <Table 4>.
2) t—statistics are reported in parentheses.
3) *, #x, and *** indicate significance at the 10%, 5%, and 1% levels, respectively.



S [Z HE0| BESAlof thet AlE 2HSol| D[xl= gg 381

HE vt el st gih. wheba] F R o] Ao

RIS
1AL D Y F /2L S PSR o] ATt PR AN US =

HA = A EES 7|FoR B3 AWE A4S <Table 6>l A= 9= A E-&o] bt
oA POSTS] 3 AAG7} CAR(—1, 3) 715% 1% T4 §93F 0.0202.2 YEbT).
o=l A o] =2 Mo BAA Foido] AR &kt ol 9=l FApA}

T8 BUEY FAL F58t Aoz FJE7F BRHAA 71045011A1 A A&
o M oS e FRIF A FARECA Bt A AeR AEdE e s

olzj g 75?‘%}—8— AFEA7ES] FE ol e B4 AFRI <Table 7>X = d#= A Uepd
Aol X POSTE CAR(—1, 3)°] thall 5% =0l 2]

s ‘*H)A | AAFE Bl WHE, A FEA 71 %2—01 & oA BAA fFeldel v

ERA] gokth AFEAM 7= 7199 RS Al dEste wiviA 9Es st o]5e] F

o] AL 7|9 FAAEC

= mlg] gt —148}—5—

3t 71d oA 92 el

43 JRE G0k She v go] Bk oleid FFeIA Wl
& BAA B UGS HAF 5 Q7] W) uBe] ot
7 ukgo] b Aoz dAg

=N

(Table 6> Additional Analysis by Foreign Ownership

Variebl Pred. High Foreign Ownership Low Foreign Ownership
arlaple .
Sign | AR (-1.1) | CAR (-1.2) | CAR (-1.3) | CAR (-1.1) | CAR (-1.9) | CAR (-1.3)
—0.001 0.001 0.003 0.007 0.015™ 0.020""
POST ()
(—0.383) (0.169) (0.510) (1.355) (2.225) (2.585)

Fixed effects

Industry Included Included Included Included Included Included

Year Included Included Included Included Included Included
Clustering Firm Firm Firm Firm Firm Firm
N 1,124 1,124 1,124 1,134 1,134 1,134

1) Variable definitions are provided in <Table 4>.
2) t—statistics are reported in parentheses.
3) *, #*, and *** indicate significance at the 10%, 5%, and 1% levels, respectively.
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(Table 7> Additional Analysis by Analyst Coverage

Variab Pred. High Analyst Coverage Low Analyst Coverage
ariaple .
Sian | cAR (-1.1) | CAR (-1.2) | CAR (1.3 | CAR (-1.1) | CAR (-1.2) | CAR (-1.3)
—0.001 0.004 0.006 0.004 0.008" 0.012"
POST (+)
(—0.128) (0.653) (0.769) (1.340) (1.656) (2.072)

Fixed effects

Industry Included Included Included Included Included Included

Year Included Included Included Included Included Included
Clustering Firm Firm Firm Firm Firm Firm
N 717 717 717 1,541 1,541 1,541

1) Variable definitions are provided in <Table 4>.
2) t—statistics are reported in parentheses.
3) *, **, and *** indicate significance at the 10%, 5%, and 1% levels, respectively.
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(Table 8> Additional Analysis by Controlling Shareholder Ownership

Preq. |High Controlling Shareholder Ownership |Low Controlling Shareholder Ownership

Variable :
Sian | AR (-1.1) | CAR (-1.2) | CAR (-1.3) | CAR (-1.1) | CAR (-12) | CAR (-1.3)
—0.003 —0.002 —0.001 0.006" 0.014™ 0.019"
POST (+)
(—0.628) | (—0.356) | (—0.136) | (1.695) (2.876) (3.288)

Fixed effects

Industry Included Included Included Included Included Included

Year Included Included Included Included Included Included
Clustering Firm Firm Firm Firm Firm Firm
N 1,131 1,131 1,131 1,127 1,127 1,127

1) Variable definitions are provided in <Table 4>.
2) t—statistics are reported in parentheses.
3) *, #%, and *** indicate significance at the 10%, 5%, and 1% levels, respectively.
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