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< Abstract >

Corporate Payout Policy in Korea

This study examines major determinants of dividend policy
decisions in Korea and seeks to provide financial regulators
with policy implications. More specifically, this study looks at
whether Korean corporations pay more or less dividends than
adequate and assesses the economics of dividend policy in the

context of Korean capital market.

This study finds that dividend payments and proportion of
dividend-paying corporations have increased while dividend
yields and propensity to pay dividends have decreased
considerably since early 2000.

Results show that profitability, capital expenditures, business
risk, ownership structure, taxation policy, dividend payment
experience are main drivers of corporate dividend policy

decision making in Korea.

Korean corporations have seen steady decreases in
profitability since the early 2000s. Dividend paying corporations
are more profitable than dividend non-paying corporations,
implying that investors are likely to receive less dividend

payments in the medium term.
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In recent years, Korean corporations tend to invest operating
cash flows in new or existing projects rather than returning
them to their shareholders. For the last five years, the average
free cash flow ratio is about -1.04%, meaning that capital

expenditures are greater than operating cash flows.

In the aftermath of the financial crisis of 2008, Korean
corporations have experienced higher volatility of both revenue
growth and asset growth. Dividend non-paying corporations’
revenue growth and asset growth volatilities are greater than

dividend paying corporations.

In the last 10 years, Korean corporations’ capital ratio has
been about 50%. Retained earnings have gone up from 20~30%
in the early 2000s to 50~60% in recent years, meaning that
Korean corporations rely more on internally generated capital

than external capital through securities issuance.

In most circumstances, Korean corporations tend not to alter
their dividend policies. Even when a reduction seems to be a
sensible choice, they would rather cut back on other

expenditures.
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There is no reliable evidence that Korean corporations make
considerably less dividend payments relative to those in other
countries. Results show that Korean corporations pay more
dividends when they are more profitable and certain about
future cash flows. Rather than focusing on the magnitude of
dividend payments, the core question should be whether
corporations misuse excess cash flows instead returning them to

investors.
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[HED | JEAR | /AR | REA | JEAY | /EAE
2000 6.23% 1.84% 4.80% 8.48% 2.48% 6.12%
2001 5.51% 2.29% 4.92% 8.10% 3.60% 8.84%
2002 5.96% 3.54% 7.75% 8.65% 538% | 11.44%
2003 5.26% 3.06% 6.40% 8.28% 529% | 12.78%
2004 4.84% 3.62% 7.33% 9.04% 6.30% | 14.72%
2005 4.67% 3.87% 7.40% 8.43% 6.46% | 14.65%
2006 4.41% 3.48% 7.01% 7.31% 556% | 12.29%
2007 4.42% 3.52% 7.10% 7.75% 573% | 13.91%
2008 4.40% 1.75% 3.89% 7.00% 3.60% 8.39%
2009 5.04% 3.11% 6.35% 7.14% 4.74% | 12.57%
2010 5.57% 3.78% 7.83% 8.76% 6.93% | 15.68%
2011 4.15% 2.84% 5.76% 7.62% 535% | 11.58%
2012 3.80% 2.57% 5.11% 5.77% 3.75% 8.24%
FRE NG FE, FEUF A9
(0 Mg A5719% w5719 FA8S vlusiid, A3
dol Ffdo] A =& AL AT F US(<E IV-2>)
— o)/ EN L H 498%, wolel/FALMe Bt 533%, &
olo)/FARL 11.20% ] A7} e
— HZHAFIPL FHHoRE FEHAE VSt &ole/FA
ah ol /FAES A7 -1.02%, -2.77% )



<E IV-2> ARl £l 8 EH2)
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MIAT Y A 713
A= [ G019 | wold] | =old | F9od | &l | &0l

(N2 | JEA | JEAR | B | /A | /A
2000 7.46% 3.44% 7.31% 3.56% -1.44% -3.78%
2001 6.52% 3.58% 7.56% 3.03% -1.14% -4.19%
2002 7.44% 4.84% 9.52% 2.43% 0.12% 0.51%
2003 6.52% 4.22% 8.17% 1.71% 0.15% 0.30%
2004 6.43% 4.75% 9.31% 0.64% -0.70% -1.27%
2005 6.16% 4.72% 8.95% 0.29% -0.04% -0.22%
2006 5.45% 4.43% 8.60% -0.48% -1.69% -4.09%
2007 5.72% 4.42% 8.76% -0.23% -0.26% -0.61%
2008 5.64% 3.63% 7.03% 0.32% -3.77% 11.17%
2009 6.33% 4.66% 9.16% 1.78% 0.18% 0.40%
2010 6.86% 515% 9.60% 2.38% -0.05% -0.12%
2011 5.66% 4.38% 8.14% 0.53% -2.48% -6.22%
2012 4.97% 3.82% 7.40% 0.43% -211% -5.59%

T S VIE, BEHET A9

1 wigAFe] AAZAQ FfA e WelFols Avrw, 2000 il
HE) < B AF 0] Folxtha BY| o F
— AA AA7IEY wigTdEe]l E=UT 2000~2004 7 H
2008~20123-8  HlwERYAH, BHFHoz  JYolo/mEd
0.97%, s=°l9 /&2t o /EFAELS 045% 3}
— #ZAF7IFe I E3 2000~2004F 2 2008~20121 S H]
SR, =ole)/EFA o] 016% 53 AoE Uehgs B o
ol /ujEN, ol /FAEL 22 0.98%, 0.11% 3hetst
— g AE7IHY A FHE Axe S A dhol/m=
o] /ZF A} o] Zhzh 2000~2004'F 0 B
2008~2012 39 1.19%, 1.04%, 2.85% %A%t
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S A1 MR Bkeh AR

FHFEFE AN FARFEES AN JAddFsES HZ 59
oo EAdiH] -1.04% %, g9 WE dFsE FART T w
2 d835F frEol 9 2 202 YEP(<IE IV-3>)

<E IV-3> a&7|e] EXtEEs s E(1)
AA 71 A7 A 49] 1000071
A | JAAFIE | ARAAZ | dAdFEE | AEAAZ
/A E CHRIAN | /E =R
2000 1.14% 7.13% 1.25% 11.18%
2001 3.58% 5.23% 3.88% 9.09%
2002 4.34% 5.02% 6.46% 9.36%
2003 1.98% 6.99% 3.67% 10.70%
2004 1.40% 7.49% 1.66% 11.90%
2005 1.14% 8.87% 3.41% 12.17%
2006 0.38% 9.66% 1.12% 15.66%
2007 -0.84% 10.36% 0.77% 15.51%
2008 -3.37% 10.78% -2.50% 18.51%
2009 0.69% 8.61% 2.84% 14.36%
2010 -0.84% 9.37% 1.05% 15.22%
2011 -1.57% 11.75% -1.33% 18.01%
2012 -0.12% 9.41% -1.68% 16.30%
FRE E0H NE, FEU9E AY
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<® IV-4> 37| FAgs HE(Q)
A= 714 B A 571
AT | YdFsE | ARAAZE | d9dFsE | ARFHAE
Al [EHBAAT /& [E=FBALT

2000 1.75% 9.07% 0.13% 3.05%
2001 3.81% 8.29% 2.87% 2.34%
2002 4.40% 8.20% 4.24% 0.95%
2003 2.00% 8.27% 1.72% 3.89%
2004 1.66% 9.11% 0.09% 3.61%
2005 1.46% 10.25% -0.08% 4.33%
2006 1.23% 10.53% -3.04% 4.81%
2007 -0.14% 11.45% 4.21% 5.82%
2008 -2.22% 13.13% -5.74% 6.49%
2009 1.99% 10.23% -2.53% 4.52%
2010 -0.26% 10.36% -3.21% 5.04%
2011 -1.09% 13.47% -2.80% 6.61%
2012 0.21% 12.41% -0.80% 5.03%
FRE FUYE, FELET A
[ oleigh A3 ndd o, A2 = FA79EL oS WZ3=e

A FAZF FHdsta e Aoz vory
3. 388
[ 5851719 oz i 9FE8e] dsAds FAMILES] HEA

B HT v mobAd e AR(<EE IV-5>)

— WEAGFER FAYZES] HEY2 20008t TRE W2

oA PEAR] Egs BHAou 5891717F AAE™ 20087
B #%ste 2010d Hixel o]&



— o]F TAFAY oy A3 20008 FHH HF =2 £
= FABI A=
<E IV-5> A&7 AAAY SE(1)
A 7Y A7 R4 9] 100t) 719
Az | FAAMAALE | EAAFE | FAMEARLE | AT E
¥EAEY) | FE2AAEY) | FEUAEY) | EFEAAEY)
2000 16.77% 17.67% 20.28% 17.29%
2001 13.07% 14.46% 11.60% 15.14%
2002 9.68% 13.37% 7.02% 14.30%
2003 8.54% 11.89% 6.74% 10.31%
2004 8.16% 11.96% 8.31% 10.63%
2005 8.29% 12.53% 7.95% 12.49%
2006 8.40% 11.68% 7.59% 9.44%
2007 9.55% 11.27% 8.84% 10.22%
2008 12.58% 13.38% 10.16% 9.67%
2009 14.32% 15.70% 11.72% 11.52%
2010 17.39% 18.26% 16.06% 15.16%
2011 13.05% 16.73% 11.11% 13.33%
2012 12.21% 13.43% 10.12% 11.08%
FRE FTH NE F8EE A
O g AF719S vigdu A F71go vls] FAMAAAET vjSAA8%
9 ZTAAE AA yEhY, Aol duFez He AS=R
(<3 IV-6>)
— AgEA] HFAHA 7ol wiFS AFE sl Eue A
Ag 8olg 4= e
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<IE IV-6> &&7|H dIAY &2
WA 5714 vl Z e 2] 5 7]

A= | FAMARE | EYFE | FANIAE | HEANAE

FFAEY) | ¥2AAEY) | FFAEEY) | #F2AAEY)
2000 15.96% 16.85% 18.76% 20.62%
2001 11.49% 13.61% 14.82% 18.38%
2002 8.87% 11.91% 12.36% 16.00%
2003 7.58% 10.62% 11.98% 15.17%
2004 7.63% 11.02% 10.50% 16.01%
2005 7.73% 11.68% 10.03% 15.35%
2006 7.77% 10.84% 12.22% 16.98%
2007 8.71% 10.32% 12.89% 13.97%
2008 10.70% 12.17% 16.87% 16.61%
2009 11.82% 13.64% 21.75% 20.18%
2010 15.56% 17.83% 21.13% 20.04%
2011 12.23% 14.91% 15.38% 19.55%
2012 11.58% 12.36% 13.31% 17.59%

FRE FUH 7E, F6UT A

7195 A2 89719 3 B8 EFLY 71

— FAUB EY WBe FEA/G P 75

4. T X

[0 AA 437149 FAu&e H 1097 50% F=olA ml$- o34
o7 FAHIL UF(<E IV-7>)

— 2003~2012%3 Alo] H-Au] o] HEWH L= 49%~53%



— 1009 7]ge] FAMIEL HT 1097 H 57% =2 e 719
vl v = YEuy -8 W2 sE
— 90t Fxk 9j&9)7] o]F = AF
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2
i
rlo
ox
ot
ol
e
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ol
ol
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<E IV-7> AZE7|1 IR %I_:|§°|-(1)

A 714 A 7FEN 49 100t 7149
Ax | FHA [o]YdAF ALY FHA [o]JdAF|HF AL
[FAR | SRR | /TR | /EARE | /AR | /AR

2000 | 56.62% 23.00% 2.53% 62.90% 19.69% 2.44%

2001 | 55.36% 23.52% 3.22% 61.29% 22.10% 3.52%

2002 | 52.26% 24.88% 3.64% 59.54% 25.65% 4.20%

2003 | 51.26% 28.27 % 3.90% 58.32% 32.09% 5.41%

2004 | 49.32% 32.78% 3.77% 56.77% 36.98% 4.65%

2005 | 48.99% 34.40% 4.89% 57.99% 42.10% 6.27%

2006 | 49.13% 37.77% 4.42% 55.69% 40.67 % 5.36%

2007 | 49.50% 39.12% 411% 57.75% 44.31% 6.02%

2008 | 52.86% 36.28% 4.96% 58.67% 50.18% 6.10%

2009 | 50.14% 36.03% 5.40% 58.62% 50.62% 7.80%

2010 | 49.02% 57.61% 4.96% 55.95% 68.56% 6.35%

2011 | 50.83% 57.61% 4.85% 56.11% 70.70% 6.78%

2012 | 49.14% 58.89% 4.80% 55.29% 73.11% 5.61%

FRE FUH 7E, FUT A
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2000 | 50.52% 34.89% 2.86% 72.46% 0.57% 2.06%

2001 | 47.97% 37.17% 3.37% 68.72% -0.57% 2.84%

2002 | 46.91% 39.65% 4.02% 66.95% -7.39% 3.03%

2003 | 45.36% 42.00% 4.36% 65.60% | -14.22% 3.44%

2004 | 46.40% 43.39% 3.93% 57.88% -7.16% 3.47%

2005 | 46.26% 44.93% 4.87% 57.21% -2.37% 5.26%

2006 | 46.55% 46.63% 4.53% 59.58 % -3.31% 4.17%

2007 | 46.70% 46.41% 4.38% 60.39% 0.12% 3.61%

2008 | 48.10% 48.64% 5.81% 60.97 % -0.43% 3.58%

2009 | 45.31% 48.21% 5.88% 58.07% 1.43% 4.55%

2010 | 44.94% 65.27% 5.39% 56.45% 18.86% 3.63%

2011 | 45.84% 67.30% 5.44% 58.98% 16.64% 3.59%

2012 | 44.66% 68.22% 5.43% 60.27% 13.41% 3.38%

FRE FUH 7E, FEHT A



e FIEA At 5
S EaEa) [AAEAde | goEd) | A
2001 51 1.99% 0.2 0.08%
2002 6.2 2.39% 0.6 0.23%
2003 7.2 2.03% 0.5 0.14%
2004 4.5 1.09% 0.6 0.15%
2005 1.9 0.29% 0.5 0.08%
2006 24 0.34% 11 0.16%
2007 10.5 1.10% 1.5 0.16%
2008 1.5 0.26% 0.3 0.05%
2009 5.7 0.64% 0.5 0.06%
2010 3.1 0.27% 2.9 0.25%
2011 8.8 0.84% 14 0.13%
2012 14 0.12% 0.2 0.02%
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