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Cash Dividend Catering and Information Efficiency of Stock Price
LU Qian, XIANG Dong-jin

Abstract: Based on the catering theory of cash dividend, this paper analyzes how cash dividend distribu-
tion of listed companies in China influences information efficiency of stock price. The empirical study u-
ses a sample of listed companies in Shanghai and Shenzhen stock exchanges from 2013 to 2015 and finds
that listed companies in China have significant catering instinct when distributing cash dividend, which
increases the stock price synchronicity and leads to an information inefficiency. Such negative effects of
cash dividend catering on information efficiency of stock price is more often seen in companies with lower
share ratio of controlling shareholder. The study shows that there is a positive relationship between cash
dividend catering and crash risk of stock price, which also provides the evidence for the negative impacts
of cash dividend catering on information efficiency of stock price. The research is helpful to have a deep
understanding of cash dividend distribution of Chinese listed companies and provide the reference for pol-
icies to regulate dividend policy of listed companies, protect minority shareholders and improve the
healthy and orderly development of capital market

Key words: cash dividend; catering instinct; stock price synchronicity; information efficiency of stock

price
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