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Abstract

Financing and payout decisions generally affect company’s economic performance: they have impact
(both directly and indirectly) on the free cash flow and, thus, on company’s and shareholders’ value.
Search for optimal capital structure and optimal payout policy strategy that are likely to maximize
shareholders’ utility resulted in the papers, dedicated to determinants of capital structure and payout
policy. In such papers, one of the policies is usually treated as a determinant for another one. This
bound does not let researchers to make some conclusions about existence or absence of interrelation
between payout and financing choices. To capture this interrelation, simultaneous regression
analysis should be performed. Researchers, though, cannot come up with unified conclusion about
the existence and direction of such interrelation.

The absence of certain results as well as low level of research done on emerging markets make this
topic rather relevant.

The results of recent research on the interrelation between payout and financing decisions are
discussed in this paper. We also develop an econometric model that allows us to check the existence
of interrelation in emerging markets and to compare the results to those obtained from developed
markets.

The article contributes to the existed literature in the following directions: first, two debt variables are
taken into account (total and long-term debt) as well as two payout policy variables (total payout and
dividend payout). Second, macroeconomic variables are controlled. Third, the results obtained from
the companies from emerging countries are compared to those obtained from developed markets.
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Introduction

Capital structure and dividend policy are among of the most researched topics in corporate finance.
In 1958 and 1961, Modigliani and Miller published two papers, dedicated to capital structure and
dividend policy respectively. The main conclusions of these papers are those about irrelevance
of financing and payout policies in terms of value creation under some assumptions (absence of
corporate taxes, absence of transaction costs, and absence of information asymmetry) [Modigliani,
Miller, 1958; Modigliani, Miller, 1961].

In the real world, these assumptions never hold and MM’s theorems do not work. This means that
financing and payout decisions actually may affect the company’s value. By somehow adjusting
capital structure and dividend policy, the management is able to reach the aim of value maximization.
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On the one hand, for example, when the corporate taxes actually exist, there will be a positive effect
of a tax shield, which will reduce interest payments by the amount of tax rate. The company’s value
will increase by the amount of present value of this tax shield effect (PVTS) minus costs of financial
distress (COFD; when the company increases its debt, PVTS also increases, as well as the financial
distress probability). On the other hand, the company may use payout policy as the positive signal
to markets [Liu, Shan, 2007], which will result in stock price go higher and increase in company’s
value.

Let us discuss a way of interrelation between financing and payout decisions'.

The main goal of any commercial company is making profit. Net income may be distributed in
two ways: it may be invested in some projects or it can be paid out to the company’s shareholders.
Net income in this case can be considered as the internal source of financing. Cash holdings also
may be considered as the internal sources. Obviously, there can be a situation, when net income
and other internal sources are not enough for meeting both the needs of strategic investments and
shareholders’ interests. In such cases, the managers can make a decision to draw some external
funds, i.e. either debt financing or equity financing (Picture 1.). The choice between these two
alternatives will depend on the cost of debt and cost of equity.

Net income

Equity Debt

y

Investment ’ Payout

External funds

Picture 1. Interrelation between financing and payout decisions

The interrelations of variables, depicted on Picture 1, determine the relations between financing and
payout decisions.

In the paper by Lambrecht and Myers authors came up with a simple budget constraint equation that
puts a picture above in a mathematical way [Lambrecht, Myers, 2012]:

ADebt+ AEquity + Net Income = CapEx + Payout.

Let us try to develop this idea and discuss some possible situations that show these interrelations in
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practice.
Table 1
The possible ways of interrelation between financing and payout decisions.
Variable Capital Expenditures Net income Debt Payout to shareholders
Hamnpasnenue 1 /| T V-1
HU3MCHCHUA l - l _/T

In the first line of Table 1, there is a situation when the company has to finance its increasing capital
expenditures when net income holds constant or even drops. The company will probably draw
some debt. But what will happen to the payout? Companies rarely cut their dividends because
of strongly negative market reaction to such events. So, when payout decisions are made after
investment decisions the debt may be used to maintain some level of payout or to slightly increase
it. If it happens, the sign of interrelation will be positive.

However, we have to take into account that decision made in a current year may affect decisions that
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'Here and afterwards the term “financing decisions” refers to the existing level of debt-to-assets ratio in a company; the
term “payout decisions” refers to the existing level of total payout-to-assets ratio in a company.
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would be made in future. For instance, the increase of debt and capital expenditures in year 1 may

be the evidence of emerging investment program. This increase may affect the payout decision in
year 2 negatively and sign will also be negative. In addition, the company may be in situation when
it does not able to draw enough funds to cover both investments and payout. Therefore, the sign of
interrelation will depend on what decision has more priority: investment or payout.

In the second line of Table 1 depicted a situation when capital expenditures decrease while net
income holds constant. In this case, the company will try to pay some debt using free cash and
increase payout (by the amount of decreasing capital expenditures). The sign of interrelation now
1s negative.

In terms of theory, the payout decisions may be made regardless from investment policy, for instance
if shareholders would like to withdraw free cash holdings from management’s control [Jensen,
1986]. The sign will be again negative as predicted by agency theory.

We also have to take into account the fact that Secondary Public Offering (SPO) also may be used
as the external source of finance. This way of financing does not imply any interest payments that
should be made periodically, but usually imply additional dividend payments to the new shareholders
(dividend per share can stay the same, bit, for example the ratio of dividend payments to total assets
may increase). Simultaneously capital structure (determined as the ratio of total debt to total assets)
will decrease.

Let us now discuss some empirical papers that tried to investigate the interrelation between financing
and payout decision in the developed countries and emerging markets.

Literature on the interrelation between financing and payout decisions

To determine whether interrelation between financing and payout decisions truly exists, it is not
enough to use one variable as a determinant for another one in a regression equation. We need
to take into account the fact that capital structure and dividend policy are endogenous variables,
which means that coefficients can be inconsistent. In this case we need to use a system of equations
and some special econometrics tools to determine coefficients. Usually these tools include two- or
three steps least squares. These two tools allow determining the fact of simultaneous interrelation
between two or more endogenous variables between each other (Table 2).

Table 2

Literature dedicated to the interrelation between payout and financing decisions
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Authors and year

Peterson, Benesh,
1983

Dhrymes, Kurz, 1967

McDonald et al., 1975

McCabe, 1979

Yong et al., 2007

Vo, Nguyen, 2014

Jensen et al., 1992

Aggarwal, Kyaw,
2010

Noronha et al., 1996

Investigated
interrelation

Investments, financing
and payout decisions

Ownership structure,
financing and payout
decisions

Financing and payout
decisions

Econometric tools

OLS, 2SLS, 3SLS, SUR

OLS, 2SLS, 3SLS

OLS, 2SLS

OLS, 3SLS

3SLS

OLS, 2SLS, 3SLS

OLS, 2SLS, 3SLS

OLS, 3SLS

Period

1975-1979

1951-1960

1962-1968
19661973

1997-2002

2007-2012

1982 u 1986

19962005

19861988

Sample

534 American companies

181 American companies

75 French companies

112 American companies

102 South Korean
companies

81 Vietnamese companies

565 American companies

3988 developed markets
companies

S&P400
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Ownership structure,
Chen, Steiner, 1999 financing and payout 2SLS 1994 785 American companies
decisions, risk

Table 2 shows a classification of existing papers in terms of investigated decisions, tools, and samples.
As one can see, in most works authors investigated companies from developed countries (US and
Europe). Just two papers used samples from emerging markets (Vietnam and South Korea) [Yong
et al., 2007; Vo, Nguyen, 2014]. After looking through all these papers one cannot come up with a
clear conclusion on the way of connections between investigated decisions. Some authors conclude
that in The United States and some other developed economies, financing and payout decisions are
interrelated and made simultaneously [Peterson, Benesh, 1983; McCabe, 1979; Aggarwal, Kyaw,
2010]. These authors point on positive sign of interrelation. In this case, we can talk about signaling:
companies use debt to maintain or increase payout and provide markets with positive signals to
boost company’s stock prices. The other group of authors agrees that the interrelation between
financing and payout decisions exists. However, they argue that this interrelation has a negative sign
[Jensen et al., 1992; Chen, Steiner, 1999]. This result proves the agency theory, which declares that
dividends are used to reduce free cash holdings under the control of managers [Jensen, 1986]. Such
companies usually have enough cash to both decrease debt and increase payout. The third group
does not find any evidence in the support for hypothesis of interrelation existence [Noronha et al.,
1996; Dhrymes, Kurz, 1967; McDonald et al., 1975]. These authors only find evidence for the effect
of payout policy on capital structure.

As for the emerging markets (Vietnam and South Korea), results obtained from these samples are
quite controversial. In Vietnam authors find out that the interrelation between financing and payout
has a negative sign [Vo, Nguyen, 2014], while the sample of Korean companies proves a positive
interrelation [Yong et al., 2007]. Based on these two papers one cannot make an unquestionable
conclusion on the sign and existence of interrelation between financing and payout decisions.

Now we move to the empirical part of the paper.

Econometric model development

Aswas stated previously a very limited amount of papers was dedicated to the problem of interrelation
between financing and payout decisions. Even when authors investigate this puzzle on the sample
of developed countries, they cannot come up with some unified conclusion. That is why we decided
to test our hypotheses not only on companies from emerging markets, but also on the American
companies. It will allow us compare the trends in decision-making process between American
companies and emerging countries’ companies. In addition, the data on American companies seem
to be more reliable, so it helped to adjust our model.

We used S&P Capital 1Q database to obtain the necessary data. This base was chosen because of
very convenient output interface, reliable and relevant data that were needed in terms of current
research. The drawback of the database is a limited time coverage (the data is available from 2007).
However, in other databases it is hard to find reliable data on the emerging countries earlier than
2006. Therefore, for the purpose of this paper S&P Capital 1Q is enough. The sample that consists
of data for the period of 20072013 (for the time of writing this paper 2014 data were not available)
allows us obtain the necessary number of observations. This period will show trends of interrelation
that took place in the emerging markets recently.

Macroeconomic variables were obtained from the World Bank’s database World Development
Indicators. Stata package was used for evaluating the econometric model.

The sample of emerging markets’ companies consists of the following countries: Argentina, China,
South Korea, India, Singapore, Thailand, Russian Federation, Peru and Portugal. Brazil, which is
traditionally used in the similar papers, is not taken in the final sample because the Government
regulates payout in Brazilian companies (they have to pay out not less than 25% of their net income).
This fact makes the investigation of the interrelation irrelevant.
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Non-financial companies with the market capitalization of more than 50 million dollars were chosen
for the sample formation. The final sample consists of 1 211 companies from the US and 2 445
companies from the developing countries (27 from Argentina, 1 183 from China, 33 from India, 744
from South Korea, 18 from Peru, 21 from Portugal, 74 From Russia, 142 from Singapore, 203 from
Thailand).

Based on the papers from previous section and obtained samples we can propose the following
hypotheses for the companies from developing countries:

1. There is a negative interrelation between the payout-to-assets ratio and debt-to-assets ratio
in the companies from developing markets;

2. The negative interrelation between the payout-to-assets ratio and debt-to-assets ratio takes
place in both developing [ Vo, Nguyen, 2014] and developed countries [Jensen et al., 1992];

3. The specifications of the payout-to-assets ratio and debt-to-assets ratio do not affect the sign
of interrelation.

For the econometric analysis of the interrelation between the payout-to-assets ratio and debt-to-
assets ratio, we construct the following system of equations (1):

Payout,, = o, + a,Payout,, , +a,Debt,, +a,CapEx,, + a,Cash,, + a;ROS,,

8
ZanMacroi.l + agi.Company, + aiYear, + €, ;

(M
Debt,, = b, + b Payout, , +b,q _Tobin,, +b,CapEx,, , +b,Cash,, + b,ROA, , +

8
anMacrol.vt +agi.Company, + agiYear, + y,,

n=6
where:

Payout is a level of payout to shareholders. We use two proxies for this variable: total payout (fot
payout), which is the ratio of sum of dividend payout and repurchases to total assets, and dividend
payout (div_payout), which is the ratio of dividend payout to total assets;

Debt is a company’s capital structure. We use two proxies for capital structure as well: total debt
(tot_debt) which is the ratio of sum of short-term and long-term debt to total assets, and the ratio of
long-term debt to total assets (/t_debt);

q_Tobin which is the ratio of company’s market capitalization to the balance value of company’s
assets;

CapEx is company’s investment policy which is determined as the ratio of capital expenditures to
total assets;
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Cash is company’s cash holdings — the ratio of cash to total assets. This variable will allow us
determine the effect of company’s cash flows on the payout and debt ratios;

ROS is return on sales (the ratio of net income to sales). This variable will allow us check the effect
of accounting performance on payout decisions;

ROA is return on assets (the ratio of sales to total assets). This variable will allow us check the effect
of accounting performance on financing decisions;

Macro includes three variables that characterize the macroeconomic environment in emerging
countries®: annual inflation rate (inf), natural logarithm of the Gross Domestic Product per capita
(In_gdp) and the ratio of total market capitalization to the countries’ GDP (mcap_to gdp);

&,7 , — errors.

In the equations of System (1) we also include two dummy variables: Company and Year. It is
necessary to do to take into account the individual effects of companies and time effects — it will help
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*These variables are used only for evaluating the model with the sample of all emerging countries.
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to consider the panel structure of our data. In the first equation we change ROA with ROS (return on
sales, which is the ratio of net income to sales), and in the second — CapEx with Lagged CapEx. It
was done to make the set of instruments more diversified to fight endogeneity problem.

We decided to use 3-SLS instead of 2-SLS because it allows consider the possible correlation
between the errors, and we cannot be sure that there is no correlation between the errors in our
sample.

The next section is dedicated to the evaluation of econometric model and discussion of results.

Results of econometric research

We start this section with the discussion of descriptive statistics for our samples. In the Table 3, one
can see the descriptive statistics for the companies from the United States.

Table 3

Descriptive Statistics for the US companies.

variabhle obs Mean Std. Dew. Min M
tot_payout gdr77 024382 LOBE3I9445 o . rd13e0l
div_payout g7 0119283 .01a816 o .1152929

tot_debt a477 2111446 L16EF13 O 2305471

Tt _debt Sd477 L2000E1S 1644454 0 9305471
tot_equity 2477 4029126 1951127 015443 LOFR 342
capex gdr7 .0517509 05568378 o 219008

roa a477 1.0333 1309458 L0010 365 5.5925509
q_tobin gdr77 2.783992 2.421139 .0905953 27.73479
cash 2477 1106301 11445867 2.1%e-06 L B012478

ros g7 .050953 8 1544405 -2.015%9 . 98Rd 842

It is pretty clear from the Table 3 that the sample is very diversified with very different companies:
from the firms that do not pay any dividend (non-payers) to the active payers; from zero-debt
companies to the active borrowers: from non-profitable to high-profitable and so on and so forth.
We laso can see that there are no extraordinary observations.

Now move to the emerging countries’ statistics.

Table 4
Descriptive statistics for the companies from emerging countries

variable ohs Mean std. Dew. Min Max
tot_payout 17115 02064 53 L0282609 0 =TT =T
div_payout 17115 LO1E3471 0240281 0 . 2635616
tot_debt 17115 22864355 LAFS020L 0 L 8341463
Tt_debt 17115 1146672 13574352 0 LB243762
Tot_equity 17115 . 535746 1953963 L 0116952 L9930706
capex 17115 L 0813106 L0585640 0 L FE900L
roa 17115 L BO02903 64124472 L 0000205 5.B887548
g_tohin 17115 2. 457005 2.317736 1005441 19, 34641
cash 17115 .13095145 LA177188 0 1. 29e-08 L8952147
ros 17115 0567152 LA010867 -4, 644068 2. 041667
infl 17115 3.5925838 3.522568 -1.4516a1 21, 21372
Tn_gdp 17115 O, 070427 LBOB4FOF 6. D4E897E 10,9184
mcap_to_gdp 17115 B4.40683 3H. 902009 5.676959 1096.4032

It is clear from the Table 4, that observations from the sample of developing countries are also very
diversified. It is not surprising as we have companies from 9 different emerging countries.

It is very interesting to notice that on average the dividend payout ratio for developing countries
is 0.64% higher than that for American companies and the toptal payout ratio is 2% less than that
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for American companies. This is probably because the repurchases are now more popular way of
distribution of payout to shareholders in the developed than in the developing countries. The total
debt ratio on average is almost equal for both American and emerging countries’ companies, but it
is clear that in the US long-term debt is used more widely (maybe because of time structure of the
interest rates or some structural defferences in economies).

Results for the US companies

At first, we test our hypotheses on the sample of American companies.
Table 5

Results for the companies from the United States®

3-SLS
Total Payout Dividend
TD LTD TD LTD
Payout:

Debt -0.090%** -0.092%** 0.0027%** 0.002%**
1.Payout 0.403%** 0.404%** 0.935%** 0.935%**

CapEx -0.002 0.001 0.001 0.001

Cash -0.018** -0.014** 0.001 0.001
ROA/ROS 0.037%** 0.037*** 0.002%** 0.002%**

Capital Structure:

Payout -0.986%** -0.939%** 0.511%** 0.413%**
1.CapEx 0.092%* 0.013%** 0.114%** 0.147%**
g-Tobin 0.010%** 0.010%** 0.005%** 0.005%**
Cash -0.590%** -0.550%** -0.632%%* -0.588***
ROA -0.046%** -0.048%** -0.053%** -0.055%**

As one can see from the Table 5, there is a significant interrelation between financing and payout
decisions in the US companies for all specifications of payout and debt ratios. For the model with
total payout ratio there is a negative sign of the interrelation, while lagged capital expenditures affect
debt ratios positively. This result can be interpreted as follows: if the company cuts its investments
in year 0, in year 1 it can use free cash holdings for both repaying the existed debt and boost its total
payout.

However, for the model with dividend payout ratio the interrelation has a positive sign. As it was
stated earlier, the US companies prefer to distribute cash to their shareholders using repurchases
instead of dividends. We can assume that if the company faces a bad year (in terms of low or negative
net income) it may struggle to pay out some minimum level of dividends using debt finance. On the
contrary, if internal sources of finance are enough the company will make a repurchase and it will
be considered as some additional payout.
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These results allow us make two important conclusions. First, in the United States managers really
make decisions on financing and payout simultaneously. Second, the sign of the interrelation may
be affected by the specification of payout policy (whether it is total payout ratio or dividend payout
ratio). Using the first proxy proves the agency theory, while the second — proves the signaling
theory. We explain these differences by the fact that dividends nowadays make up a small fraction
of total payout in the US.

The next section discusses results obtained on the companies from emerging markets.

Results from emerging markets’ companies

HOBbIE UCCNEAOBAHUA|NEW RESEARCHES

In the Table 6, one can see results for the sample of companies from all nine emerging countries.

*Here and below *p < 0,1; **p < 0,05; ***p < 0,01.
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Table 6

Results obtained on the sample of developing countries

3-SLS
Dividend Total Payout
TD LTD TD LTD
Payout:

Debt -0.012%** 0.008%** -0.049%** 0.009%**
1.Payout 0.424%** 0.427%** 0.608%** 0.631***

CapEx 0.013%** 0.007* 0.010%* -0.002
Cash 0.002 0.011%** -0.025%** 0.007***
ROA/ROS 0.011%** 0.011%** 0.008*** 0.008***

Inflation 0.000 -0.0003 -0.0001* -0.0001
In(GPD per capita) -0.004%*** -0.006*** -0.004*** -0.003%**

Market Cap-to-GDP -0.0001 -0.0001 -0.0001 0.0070*

Capital Structure:

Payout -0.759%** 0.252%** -0.689%** 0.410%**
1.CapEx 0.387%** 0.418%** 0.326%** 0.414%**
g-Tobin 0.000 -0.006%** -0.002%* -0.006%**
Cash -0.550%** -0.303%** -0.554%** -0.303%**
ROA -0.019%** -0.038*** -0.019%** -0.039%**
Inflation -0.0030%** 0.0020%** -0.0030%** 0.0020%**
In(GPD per capita) -0.0210%*** 0.0110%** -0.0250%** 0.0130%**
Market Cap-to-GDP -0.0002%* -0.0002%* -0.0002%* -0.0002%*

The obtained results for the sample of nine emerging countries prove our hypothesis about the
existence of interrelation between payout and debt ratios (Table 6). The sign of interrelation is
negative for the models with total debt ratio (that supports agency theory) and positive — for the
models with long-term debt ratio. There can be two reasons for that. First, companies in emerging
countries may use only long-term borrowings to finance payouts. Second, the results may be
affected by the diversified sample. Therefore, the next step is to evaluate the model for each country
separately.

There is a significant interrelation between payout and debt ratios in all nine countries. However, the
signs are varied among debt specifications and countries (Table 7). In Argentina, India, South Korea,
Peru, Portugal, Singapore and Thailand the sign of interrelation is negative for almost every model.
For Russian and Chinese companies the sign is positive for every model (that supports signaling
model).

Most developing countries have similar patterns in making financing and payout decisions with the
companies from the United States. The only difference is in results for the models with dividend
payout ratio. As it was stated earlier, it can be explained by the fact that dividends are less popular
nowadays in the US than in the developing countries.

Table 7

Separate results for the companies from different countries

Positive interrelation between financing and payout decisions Negative interrelation bet.vs:een financing and payout
decisions
Total payout Dividend payout Total payout Dividend payout
China Argentina
Russia India
South Korea
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Peru

Portugal

Singapore

Thailand

Companies from the Russian Federation and China use debt financing to increase payouts to their
shareholders. What are the possible reasons for that? Let us look at the descriptive statistics of
companies from Russia (Table 8) and China (Table 9).

Table 8

Descriptive statistics for the companies from Russia

Variable Obs Hean td. Dew. Min Max
tot_payout k13 019827 0424808 0 . 5408735
div_payout £la L0lz4905 LOEZ72E507 0 L2l31206

tot_debt k13 2486412 1697705 0 LBE30749

lt_debt 5la L21l63182 1601539 0 LB6719254
Lot _equity k13 . 5492685 .2027401 L0586 794 .AT7EGEE
capex Ela 093289 L064746 0 LAZ17803

roa 513 LB061512 LOB3239 L 0000545 §.81459
q_tobin 5la 1.70140%9 1.768136 1054664 16. 609585
cash k13 057235 0631509 .00o0134 L A997 485

ros k13 095625 1703688 -1.46203 LO873

From the Table 8, one can see that on average Russian companies use long-term debt more widely
than other emerging countries. Moreover, Russian companies use repurchases more widely. These
characteristics have some similarities with those of the US companies. Russian companies may
use debt financing to maintain some appropriate level of payout to attract new investors. However,
we did not find any evidence that Russian companies use repurchases to distribute some additional
funds (as the US companies do).

Table 9

Descriptive statistics for the companies from China

Variable Obs= Mean atd. Dew, HMin Max
ToL_payout 8281 LO236615 .0z21o0a47 0 L3E2980923
div_payout G281 LO23195 DzZozgeksse 0 .2aB356l6

tot_debt G281 L 2340638 1741373 0 8341463

lt_debt 8281 L0953718 1249543 0 7743289
tot_equity G281 L h200739 21935913 L02a9279 L9930796
capex g281 0640173 0561334 0 L5452859

roa G281 LTE3T02T 06138635 Lo01973:z Q9. 30996
q_tobin 8281 3.438337 2.547137 L1148515 18. 758162
cash g281 .1781549 .lz97303 .ononz4 8982147

ros 8281 LO711177Y J1EB32121 0 -4.312796 LO826481

From the descriptive statistics of Chinese companies, we cannot find any explanations about possible
differences in results between companies from China and companies from other emerging countries.
Probably, Chinese companies use debt to maintain some competitive level of payout to attract new
investors. Moreover, they use debt to finance their investments, while the increasing profitability
leads to increasing payout.
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To sum up, our hypothesis about negative interrelation between debt and payout ratios cannot be
rejected for the companies from emerging countries (except China and Russia). It means that the
results can be different not only between developed and developing countries but also among the
members of these two groups.

Comparison of the results

Using two samples constructed of the financial data of American and emerging countries’ companies,
we managed to find some statistically significant results. We successfully employed three-steps least
squares method to capture the simultaneous interrelation between debt and payout ratios.

The financing and payout decisions are really made simultaneously and have statistically significant
interrelation between each other. There is a negative interrelation for the companies from the United
States for the models with total payout ratio and positive — for the models with dividend payout
ratio. The specification of capital structure does not affect the results of the US companies. For the
sample of nine emerging countries’ companies, we found negative interrelation for the models with
total debt ratio and positive — for long-term debt ratio. The payout specification did not affect the
sign. However, when we investigated emerging countries separately, we found out that the signs of
interrelation might vary among countries.

The sign of the interrelation may be sensitive to the debt level specification. Long-term debt ratio
and total debt ratio may be interchangeably used in the research on the US companies but not on
the companies from the developing countries. These two types of debt ratios are used for different
purposes in emerging markets that is why it is reasonable to study them separately. Although payout
level specification does not affect the sign of the interrelation in emerging countries, we tend to think
that for the research one should always test hypotheses on both specifications.

We also come up with the following conclusions concerning other determinants. First, lagged
payout level has positive influence on the current level of payout for every model in the US and in
the emerging countries, which supports Lintner’s hypothesis. Second, macroeconomic variables
affect positively both capital structure and payout level. Third, cash holdings affect the level of
debt negatively. However, we did not find any evidence for the positive relation between cash and
payout level. Similarly, there is no evidence for the negative relationship between the level of capital
expenditures and payout ratios, but positive relationship between capital expenditures and debt
ratios really takes place in both samples.

Conclusion

Payout and financing decisions are really made simultaneously and are jointly determined. There is
a negative interrelation between total payout ratio and debt ratios and positive — between dividend
payout ratio and debt ratios in the US companies. We tend to think that this result can be explained
by the fact that repurchases are now more popular type of payout than dividends in the US. The
dividends in the US might be considered as a “minimum” payout level, which will be maintained
by any means, including new debt issues. For instance, if the company faces a significant negative
change in its net income, it can draw more debt to maintain a dividend payout on its minimum
acceptable level. However, when there is a positive change in net income, the company can make a
repurchase (which will be considered as an extra payout) and reduce its debt.
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In the sample of companies from developing countries, we obtained different results. In most
countries (except Russia and China), there is a negative interrelation between debt ratios and payout
ratios for all specifications. This result let us conclude that most developing countries follow the
same patterns in making financing and payout decisions as the US companies. However, in Russia
and China there is a positive interrelation, which means that they draw more debt to maintain
competitive levels of payout to attract investors. The reason for such behavior is not obvious and
needs further investigation.
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To sum up, the main findings are the following:
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There is a significant interrelation between debt ratios and payout ratios in companies from
both developed and developing countries;

The sign of this interrelation might be affected by the specification of the payout decisions
(for the US companies) and by the company’s home country.

This paper is the first step to check the interrelation between financing and payout decisions on the
wide sample of emerging countries (including Russian Federation) and to compare the results with
the companies from developed countries. There are still some questions. Why do Russia and China
have different signs of interrelation compared to other developing countries? Will we have the same
signs if we use other emerging countries or other time window? What will happen if we add an
equation for the ownership structure? These questions are still opened for the future research.
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B3AMMOCBS3b PEHIEHUI O BBITTIJIATAX COBCTBEHHUKAM
N PUHAHCHUPOBAHNUN HA ITPUMEPE KOMITAHNN
C PASBUBAIOIIINXCA PBIHKOB KAIIMTAIJIA

Anunos Apmem Doyapoosuy?, Ilupocoe Huxuma Koncmanmunosuy’

Pemenust B 005acTy MONMUTUKY (PUHAHCHPOBAHUS U TIOJIMTHKHU BBIMJIAT aKIMOHEPaM BO MHOTOM
OTIPEJIENIAIOT SKOHOMUYECKYIO0 3(PPEKTUBHOCTh KOMIIAHWU: OHM OKa3bIBAIOT BIHMSHHUE HA YUCTBIN
JICHEeXKHBIN MOTOK (MPSIMO M OTMOCPEOBAHHO), a 3HAYUT, U Ha CTOMMOCTh KOMITAHUH, U Ha OJaro-
COCTOSIHME aKIIMOHEpOB. [Ionck onTUManbHOM CTPYKTYpPBI KAallUTAJIa M ONTUMAJIbHOM CTPAaTETUH B
00JIacTH BBIIJIAT aKIIMOHEpaM, KOTOpbIE Obl 00ECTIEUMIT MAaKCUMAIIbHYIO TIOJIE€3HOCTh IS aKIHO-
HEpPOB, 00YCIOBUJI MOSIBIIEHUE pAa0OT, MOCBSIIEHHBIX KaK JIETEPMHUHAHTAM JIOJITOBOM HAarpy3KH, TaK
U A€TepMUHAHTaM JUBHUICHIHON MOMUTHKHU. B momoOHBIX paboTax 0ObIYHO O/1HA M3 TOJIUTUK pac-
CMaTpPUBAETCS B KAYECTBE ACTCPMHUHAHTSHI JUJISL IPYTOM, 4TO HE TIO3BOJISIET CAEJATH BBIBOJ O HAIMYUU
WIA OTCYTCTBUH JBYCTOPOHHEW CBsI3H. JlJIs1 ompeseneHns Halu4uus IByCTOPOHHEH CBS3M HEOOXO-
JUMO HCIIOJIB30BaTh CUCTEMBI OJHOBPEMEHHBIX ypaBHEHHUM. lccienoBarenu He MOTYT IPUUTH K
€MHOMY MHEHHIO OTHOCHUTEIIBHO B3aUMHOM 3aBUCUMOCTH CTPYKTYpPBI KallUTaJIa U JUBUACHIHON
TIOJINTHUKHU.

OTCYTCTBI/IG OJHO3HAYHBIX BBIBOAOB O B3aMMO3aBUCHMMOCTH IIOJIHMTHKHU (bPIHaHCI/IpOBaHI/IH H I10JIH-
THUKH BBIIIJIAT MCKAY 0060171, a TaKKC HHU3Kas npopa60TKa HpO6J'IeMI>I B Pa3BUBAIOIIUXCA CTpaHAX
06YCJ'IaBJ'II/IBaIOT AKTYyaJIbHOCTb pa3pa60TI<H I[aHHOﬁ TCMBI.

B crarpe paccMoTpeHBI M 0000IIEHBI OCHOBHBIE PE3YNIBTAThl NCCIIEAOBAHMIA, TTOCBSIICHHBIX B3a-
MMOCBSI3M PEUICHWH O BbIUIaTax W (hrHaHCHpOBaHUH. Pa3paboTaHa SKOHOMETpHUYECKash MOJIEINb,
MO3BOJIAIOIAs ONPENETUTh HAJM4YUe UCKOMOM B3aHMMOCBSI3U B Pa3BHBAIOIIMUXCS CTpaHax, a TAaKKe
CPaBHUTb PE3YJIbTAThl C KOMIAHUSIMU C PA3BUTHIX PHIHKOB KaluTaja.

CraTbs IONOIHSAET yXKe CyIIECTBYIOIINE UCCIIEI0BaHMSI I10 CIIEAYIOIINUM HAIPAaBIEHUSAM: BO-IIEPBBIX,
HCCIIeyeTCs HECKOIBKO CTIeU(pUKAILMNA CTPYKTYpbI KaruTana (COBOKYITHBIN U TOITOCPOYHBIH 101T)
U TUBUACHIHOMN MOJUTUKH (COBOKYITHBIE U IMBUJICHTHBIE BBITUIATHI). BO-BTOPBIX, B 002 ypaBHEHUS
BKJIIOUAIOTCSI MAKPOIKOHOMHUYECKUE apaMeTprl. B-TpeTbux, OyayT npoaHaaIu3upOBaHbl pa3IHIUs
BO B3aUMOCBs3U Mexay Komnanusamu u3 CIIIA 1 xoMnaHusMu U3 pa3BUBAIOLIUXCS CTPaH.

KuarwueBbie ciioBa: CTPYKTYpa KanuTajla, IMNOJUTHKA BbIIVIAT, PpPa3sBHBAOINUECH PbBIHKM KaluTaJjaa,
KOpPIoparuBHbIC (l)PIHaHC])l
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