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Summary

This Paper aims to envision the optimal dividend policy and its disclosure in order to maximize corporate
value based upon empirical researches, investor survey and interview, examples of corporate disclosure to
that effect. In Japan, signaling effects of dividend have been significantly observed. Given that, investors as
well as corporate entities have compelling propensity to stable dividend policy as a ‘sanctuary’ . However,
compared with US, despite the same level of dividend payout ratio, the average ROE in Japan has been
almost half of that in US. Fundamentally ROE comes before dividend payout ratio to investors from the
viewpoint of value creation albeit often overlooked in Japan. It is critical in maximization of shareholder value
that the optimal capital structure be sought after while reducing agency cost on free cash flow hypothesis.
Hence ‘optimal cash-holding level’ and ‘optimal dividend amount’ should be strategically determined. With
sophisticated investors mandating the dividend policy to that effect, it is proved by empirical researches that
cash-holdings by the companies without proper corporate governance are discounted in valuation. Going
forward, it is imperative that corporate entities hammer out the optimal dividend policy based upon balance
sheet governance and fulfill the accountability in the disclosure thereof.
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B3 How about Dividend Policy of Japanese Companies Compared with US and EU?
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K5 Capital Efficiency and ROE of Japanese Companies are sufficient?
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