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ABSTRACT

The objectives of this thesis are to study the relationship between dividend policy
and stock price of company on the stock exchange of Thailand on dividend announcement date
and the ex-dividend day by introducing the dividend yield stability criterion. This study is divided
into two phases. The first phase is to test the concept of dividend information content on the
dividend announcement date. The second phase is to test the concept of dividend clienteles on the
ex-dividend day.

From the study of the relationship between dividend and stock price of company on
the stock exchange of Thailand on dividend announcement date, the empirical result shows that
the influence of dividend information effects. Stock price will increase when dividend becomes
higher or stays at the same previous dividend and stock price will decrease when the dividend
becomes lower. For the sample of dividend yield stability, the result reveals that the stability can
reduce influence of dividend information content when the dividend is higher than previous
dividend or constant and it can also eliminate influence of dividend information content when the
dividend is lower than previous dividend.

From the study of the relationship between dividend and stock price of company on
the stock exchange of Thailand on ex-dividend day, the empirical result shows that influence of
dividend clientele effects stock price. Stocks with low dividend yield are associated with low

EG ratio and will increase according to dividend yield level. EG ratio compares with dividend



preference level of inverters. For the stocks with stable dividend yield, the stability can reduce
influence of dividend clienteles. EG ratios of these stocks have no distinction among themselves.
Moreover, the interesting result reveals that even though stable dividend yield
stocks contain low dividend yield, EG ratio is higher than the stocks with unstable dividend yield.
This can be explained that inverters prefer stocks with stable dividend yield more than the ones
with unstable dividend yield, because the stocks with stable dividend yield can estimate level of
dividend in future more accurate than the ones with unstable dividend yield. Although the stocks
will contain low dividend yield, it is better than taking the risk about negatively unexpected

dividend yield from stocks with unstable dividend yield.



