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An Empirical Study for Announcing Effects of Taiwan
High Cash Dividend by Employing the Underlying
Stocks Compiled by FTSE Index Corporation

Yen-Sen Ni* Pao-Yu Huang™ Yao-Chia Ku™*

Abstract

This study is to investigate the effect of the announcements of high cash dividends to
constituent stocks of Taiwan 50, Mid-Cap 100 and high cash dividend stock index compiled
by FTSE Index Corporation. These underlying stocks have the advantages of liquidity, and
transparency. According to this empirical study, there are several findings as shown as follows:
First of all, the share prices are encouraged more significantly for the constituents of both
Taiwan 50 and high cash dividend Index. However, share prices haven't been encouraged
after the announcement of cash dividend for the data of year 2008, since investors tended to
be more conservative due to the subprime mortgage crisis. Secondly, it shows there is negative
relationship between turnover ratio and abnormal returns of announcing cash dividend in the
year of 2007. Actually, the shareholders might intend to use buy-and-hold strategy for along
time for these underlying stocks. Thirdly, it show spillover effects significantly for high yield
stocks in 2007, and it means that insiders might buy these constitute stocks in advance.
However, the abnormal returns are negatively before announcing cash dividends in 2008,

* Associate Professor, Graduate Institute of Management Sciences, Tamkang University.
** Instructor, International Business Department of International Business, Soochow University
and Ph.D Candidate, Graduate Institute of Management Sciences, Tamkang University.

“*Doctoral Student, Graduate Institute of Management Sciences, Tamkang University.
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which is different form 2007. It seems that some insiders might feel upcoming recession then
sell shares in advance. Thus, the spillover effects before announcing cash dividends are existed
even though during the period of banking crisis.

Keywords: Cash Dividends, Announcement Effects, High Cash Dividend Underlying
Stocks
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