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Dividend Announcements,
Market Expectation and Corporate Governance

By Erik Theissen

This paper examines wealth effects of dividend announcements in Germany, a
country with a corporate governance system different from the US and the
UK. Our study improves on earlier research by using a more advanced
econometric technique, 1/B/E/S forecasts as proxy for market expectations and
specific hypotheses in the context of the particular Continental European
institutional setting. Our results indicate that abnormal returns are
significantly related to the information content of dividend announcements,
with higher announcement returns in cases in which prior market expectations
were less optimistic. In addition, ownership characteristics and conflicts
between controlling and minority shareholders are shown to have a significant
influence on announcement returns.




