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ABSTRACT 

The core reason for fiscal control will be the maximization of shareholders' money with 3 core 

choices which is, purchase decisions, financing and dividend. In easy words dividend is the portion of 

total benefit of a company that is sent out among the shareholders. This study is primarily associated 

with recognize and find out the relative significance of different determinants having deportment on 

the dividend policy choice on the sample banking businesses with the aid of several regression models 

all at the extensive amount and selected banks team levels. Additionally, the study examines that the 

likelihood of dividend decrease /omission and also increase or initiation is correlated to cash position 

and owners' capital by utilizing the logistic regression analysis with binary coded "dividend reduction 

/ omission" (zero for increase / initiation plus one for reduction or omission) as dependent variable. 
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1. INTRODUCTION 

Dividend decisions are realized as centrally 

important due to increasingly substantial role 

of the funds in the firm's general development 

strategy. The goal of the finance manager must 

be finding out an optimum dividend policy 

which is going to enhance valuation of the 

firm. It's frequently argued that the share 

prices associated with a firm seem being 

diminished anytime there's a decrease in the 

dividend payments. With a point of view to 

measuring the capability and effectiveness of a 

specific business in specific along with market 

on the whole over some time, dividend policy 

of a company is viewed as the statistical 

yardstick, a measure or maybe standard useful 

for comparison. As the fair level of earnings is 

ploughed back in the company, retained 

earnings is considered as the primary cause of 

developing shareholders' essential aspect and 

money of the development of the company. 

Retention of benefit in the company is also a 

crucial tool of finance where no return is 

usually to be offered. 

 

 

1.1 Classification of Banking Industry in 

India  

Banks are referred to as the monetary 

backbones of any nation are dealing with an 

optimistic attitude and growing quickly in 

India. The 2 sectors of this particular market 

public banks as well as private sector banks 

have become the key contributor in banking 

sector existing image of the banking sector of 

India has variety of the market, having twenty 

six Public banks, twenty Private banks and 

thirty Foreign banks. All of these categories of 

bank have federal management or even 

holding. 

 Dividend  

The significance of "dividend" given in 

dictionary is a sum to be paid out in the type 

appealing on loan or maybe a component of 

recurring to the creditors of an insolvent’s 

business or maybe share of an individual’s. 

But in the area of commerce, on the opposite 

hand, dividend is whole benefit or maybe the 

part of the company’s which needs to be 
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distributed with the shareholders. Thus, the 

quantity of earnings which hasn't been kept in 

the company and needs to be distributed with 

the shareholders according their shareholding 

is widely known as being a dividend.. 

 Dividend Policy  

The market value of shares of an enterprise is 

tremendously impacted by its policy 

concerning allocation of total profit/surplus 

among payout and also plough back. "Whether 

to send dividend or maybe not" isn't the 

answer offered to control. The actual issue is 

regarding just how much to spread as 

dividend. Answer to this issue is based on the 

dividend policy. Dividend policy establishes 

the allocation of earnings payable to earnings 

as well as shareholders being kept. As a result, 

the policy framed by the management about 

the distribution of earnings to the shareholders 

as dividend is widely known as dividend is 

referred to as dividend policy. 

Dividend policy has constantly been a supply 

of debate despite many years of empirical and 

theoretical research both in developed nations 

and emerging economies. An effort was 

attempted to examine the effect of different 

aspects on the dividend policy especially in 

banks in India. 

2. REVIEW OF LITERATURE 

Gul et al. (2012), examined the effect of DP 

on SW of seventy five listed companies in 

Karachi stock exchange. The study discovered 

the distinction in average market value family 

member to book value of equity was extremely 

substantial for dividend paying firms as well 

as dividend non paying firms. Lagged market 

value of equity had a huge effect on the market 

cost per share; however, retained earnings had 

insignificant impact on the market price of 

equity as much as the dividend paying 

companies are worried and there was a 

considerable impact of DP on SW. 

Onwumereet al. (2012), attempted to learn all 

the backlinks in between the firms' the goal 

and economic framework of the companies in 

maximizing shareholders' money by using 3 

benefit maximization indications viz., net 

profit margin, dividend per share and existing 

ratio. The analysis revealed that outsiders' 

fund was good and didn't have considerable 

effect on the dividend per share and also 

existing ratio; outsiders' fund had significant 

and negative effect on the total profit margin. 

Uwuigbeet al. (2012) analyzed the connection 

between fiscal performance as well as 

dividend payout of all the listed companies in 

Nigeria for several 5 years i.e. 2005 2010 and 

discovered that we had a major beneficial 

association between the functionality of firms 

as well as the dividend payout; ownership 

framework as well as firm's size on dividend 

payout of the companies. 

Chidinmaet al. (2013), discovered that 

earnings per market and share cost per share 

had considerable effect on SW; a top dividend 

payout raises the market value of shares and 

therefore, the shareholders' price. 

Raja and tahir (2014), results exhibited a 

correlation between predictor variables as well 

as reply adjustable for all of the companies. 

Gas and oil market of Pakistan given dividend 

on regular basis but there is anxiety in stock 

market because of that holding period rewards 

weren't effective since share price of 

companies weren't steady and fluctuation took 

place in companies as well as the study 

demonstrated that dividend payout ratio had 

minor connection with holding period yield. 

Kumaresan (2014), centered on top 10 

companies below hotel & travel sectors in Sri 

Lanka throughout the time from 2008 to 2012 

and also discovered that we had a good 

connection between return on equity (ROE), 

dividend per share (DPS) as well as dividend 

payout ratio (DPO) as well as shareholders' 

money (SW) of the selected companies under 
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hotel and travel sectors in The study and sri 

Lanka even demonstrated that there was a bad 

connection between retention ratio as well as 

shareholders' wealth. 

3. AIM OF THE STUDY 

The primary reason for this particular analysis 

is analyzing the dividend policy in Banking 

Sector in India for analyzes the connection 

between total earnings and proportion of 

dividend payout. 

4. RESEARCH METHODOLOGY 

 Data Collection: The data collected 

for the study pertains to a period of ten 

years from 2006 - 07 to 2015 - 16. 

 Data Source: The study is based upon 

secondary information. The necessary 

info concerning the Scheduled 

Commercial Banks as well as the 

Private Banks have been collected 

from the publications of the Indian 

Banks' Association, Reserve Bank of 

India Monthly Bulletins, Annual 

Reports and the site 

moneycontrol.com. 

 Statistical Tool: In order to evaluate 

the pattern in Dividend Payout and 

Earnings over the time under review, 

the Linear Growth Rate (LGR) is 

estimated making use of time series 

basic regression strategy with time as 

independent variable for every 

selected Banks. 

5. RESULTS & DISCUSSION 

 Trend Analysis (Based On Last 10 

Years Performance Of Banking 

Industry In India 2006-2016) 

The table discloses the indices of total 

revenue are above hundred in most years, 

and it's encountered with development of 

roughly 5.64 times throughout the study 

period. Generally there is constant increase in 

net benefit from 2009-10 plus it's improved 

to Rs. 72158.59 crores in 2015-16 from Rs. 

21013.39 in 2006 07 in the speed of Rs. 

6406.21 crores on an average per annum 

substantially (LGR = 6406.21,'t = 6.06, p < 

0.01). The expansion in dividend is around 

6.39 times, that is pretty much just like that 

of total income. But from indices of 

dividend, it's determined that dividend has 

encountered a downward pattern of 2007-08 

as well as 2008-09 than base season. Average 

annual rate of increased dividend is Rs. 

2602.47 crores, and also it's significant at one 

% level (LGR = 21602.47, 't = 6.45, p < 

0.01). 

Thus, total income as well as dividend 

appears to have immediate connection with 

one another in the situation of sample 

businesses belong to huge size asset team. 

The payout ratio of these businesses with 

typical of 25.36 % have exhibited rising as 

well as falling phenomena throughout the 

time. The indices of payout ratio is beneath 

the starting season level of hundred in five 

from ten years and it's very much under at 

approximately 60.0 % in 2007-08 as well as 

2008-09 

Although good pattern in total income plus 

dividend is considerable statistically, it's not 

in the situation of payout ratio (LGR = 0.84,'t 

= 2.75, p > 0.10). Nevertheless, out of the 

coefficient of variation values, 20.00 for 

payout ratio, it's well crisp that payout is 

much more constant compared to total 

revenue (CV = 69.04) as well as dividend 

(CV = 86.08) throughout the study time. 

Thus, it's discovered that the banks in the 

sample have exhibited homogeneity in the 

dividend policy of theirs and there hasn't 

been any substantial change in it throughout 

the study time. 

The Status of connection between total 

earnings as well as proportion and dividend 

of dividend given to shareholders outside of 

total earnings (dividend payout ratio) for 

banks are displayed in table 1.
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Table 1: Trend in Net Earnings and Dividend 

S.No. Period Net Earnings 

(Rs.Crores) 

Dividend 

(Rs.Crores) 

Payout Ratio 

(%) 

1 

 

2006-2007 21013.39 

(100.00) 

4013.35 

(100.00) 

27.36 

(100.00) 

2 2007-2008 21965.04 

(108.64) 

3058.70 

(68.32) 

17.21 

(62.89) 

3 2008-2009 23923.19 

(126.42) 

3299.68 

(76.32) 

16.52 

(60.37) 

4 2009-2010 22403.55 

(112.62) 

4507.37 

(116.39) 

28.28 

(103.35) 

5 2010-2011 25468.25 

(140.45) 

5025.95 

(133.60) 

26.03 

(95.13) 

6 2011-2012 31117.61 

(191.74) 

6151.06 

(170.94) 

24.39 

(89.15) 

7 2012-2013 323722.96 

(215.40) 

7693.45 

(222.13) 

28.22 

(103.12) 

8 2013-2014 51768.94 

(379.26) 

22.966.64 

(430.31) 

31.04 

(113.46) 

9 2014-2015 58090.89 

(436.66) 

13653.98 

(453.12) 

28.39 

( 103.77) 

10 2015-2016 72158.59 

(564.39) 

26260.28 

(539.61) 

26.16 

(95.61) 

Mean 36163.24 7963.05 25.36 

Standard Deviation 28061.86 6297.53 4.82 

Co-efficient of Variation 79.04 86.08 19.00 

Linear Growth Rate 6406.21*** 2602.47*** 0.84 

(Trend) (7.06) (7.45) (1.75) 

Source: Secondary Data.    

***Significant at 1% level. 

From Table two it could be observed the 

dividend payout of the sample banks has 

showed broad fluctuations throughout the 

time. This's because 46.1 % of the sample 

banks have paid up to twenty four %, while 

35.0 % each of them have paid out in the 

assortment of 47.48 % and above sixty % of 

the earnings of theirs as dividend to the 

shareholders of theirs.

Table 2: Distribution of Banks by Total Assets based on Dividend Payout Ratio 

S. 

No. 

Period DIVIDEND PAYOUT RATIO IN (%) Total 

0 1p to 24 25-36 37-48 49-60 60 

1 2006-2007 6 

(13.9) 

18 

(47.2) 

11 

(27.8) 

2 

(2.8) 

4 

(8.3) 

- 41 

(100.0) 

2 2007-2008 6 

(13.9) 

18 

(47.2) 

9 

(22.2) 

4 

(8.3) 

3 

(5.6) 

2 

(2.8) 

41 

(100.0) 

3 2008-2009 8 

(19.4) 

15 

(38.9) 

9 

(22.2) 

3 

(5.6) 

5 

(11.1) 

2 

(2.8) 

41 

(100.0) 

4 2009-2010 7 

(16.7) 

16 

(41.7) 

6 

(13.9) 

5 

(11.1) 

3 

(5.6) 

5 

(11.1) 

41 

(100.0) 

5 2010-2011 7 

(16.7) 

14 

(36.1) 

7 

(16.7) 

5 

(11.1) 

3 

(5.6) 

6 

(13.9) 

41 

(100.0) 

6 2011-2012 9 7 11 5 4 6 41 
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(22.2) (16.7) (27.8) (11.1) (8.3) (13.9) (100.0) 

7 2012-2013 9 

(22.2) 

7 

(16.7) 

6 

(13.9) 

7 

(16.7) 

5 

(11.1) 

8 

(19.4) 

41 

(100.0) 

8 2013-2014 9 

(22.2) 

3 

(8.3) 

6 

(13.9) 

3 

(5.6) 

7 

(16.7) 

13 

(33.3) 

41 

(100.0) 

9 2014-2015 8 

(19.4) 

3 

(5.6) 

6 

(13.9) 

2 

(2.8) 

6 

(13.9) 

17 

(44.4) 

41 

(100.0) 

10 2015-2016 7 

(16.71) 

2 

(2.8) 

7 

(16.7) 

2 

(2.8) 

4 

(8.3) 

20 

(100.0) 

41 

(100.0) 

 Average  13 

(36.1) 

5 

(11.1) 

10 

(25.0) 

2 

(2.8) 

10 

(25.0) 

41 

(100.0) 

In the very first 5 years up to 2010-11, paying 

dividend as much as twenty four % is 

discovered with increased variety of 

businesses whereas during last 3 years, payout 

of above sixty % is found by even more 

quantity of sample companies. General, from 

the above outcomes of frequency distribution, 

it's discovered that the yearly payout ratio of 

the sample businesses belonging to the 

number with big size total assets have really 

fluctuated during the study time. 

6. CONCLUSION 

The dividend policy is among the most crucial 

parts in the finance literature. Among the 

various types of searching on this particular 

topic is dependent on the sequence comfy of 

dividends, which has aggravated important 

quantity of experiential and hypothetical 

research. The study on the whole aims at 

learning the brunt of dividend policy on 

shareholders' worth of select banking 

businesses in India. This study covers thirty 

banking businesses in India. While examining 

the dividend policy on the banking businesses, 

under the analysis have been discovered 

positive. Increase in dividend payout ratio as 

per accessibility and expectation of great go 

back to the shareholders has shown 

development and sound profitability of 

banking industry in India. 
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