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Table 4 Regulatory Effects of Free Cash Flow and Audit Quality
Cdr
A d
(1) (2) (3) (4) (3) (6)
Psd -0.072**"
(- 4.867)
Al 0. 066 ***
(3.175)
Prl -0.339"""
(-5.094)
Pt F 0.319*
(3.427)
oo -0.167""
(—7.840)
Pr2 - Fef 0.1327"
(4.317)
Psd -0.048"""
(-5.131)
Psd - Big 0151 ™
(2.496)
Prl -0.206"""
(-4.779)
Prl - Big e
(2.354)
oo ~0. 112"
(- 8.063)
Pr2 - Big 0.246™
(2.281)
Fef -0.010 -0, 007 -0.015
‘ (-0.820)  (-0.615)  (-1.323)
: -0.051"" -0.046"" —0.049 ***
Big
(-2.758) (-2.509) (-2.681)
EY 2! 5=s il | &l | il 2 il
ik £ b il il il £l
AR il i il 35 il =i il
-0.534"" -0.545""" -0.513""" -0.618""" -0.621""" -0.595"""
g e
( -6.100) (-6.239) (- 5.864) (=7.210) (-7.249) ( -—6.953)
R 15 102 15 102 15 102 17 590 17 590 17 590
N R 0. 061 0.062 0. 064 0.070 0. 069 0.072

ECAESAF LRI, TR,

197K E 7 .35 B9 1E =) 5w, LB T B 28 8 X % B

BEAAFRGFATMAIEM. #—5H, AEB25 B E

N RE , Psd Prl FM P2 By R 303 8 & O B, 0 9 4
B ARG T B AR BT SCR SR R AL .

3.3.2 Hfbia et e

AT i — 2 WA S A R R, B R

P olk 248 B B &R B & A (Cdd) X — H #1728 &
EAEER, S RIS RARENL, &N IRE
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Table 5 Comparison of Cash Dividend Table 6 Change Model
before and after PSM . ACdr
Cdr Psd =1 Psd =0 =zH t{H a3 0,205
PSM i 0.287 0.321 -0.034""" -3.899 (-2.179)
PSM 5 0.287 0.355 -0.068""" -6.392 APr2 il
(-2.166)
A R N 2 i sl
0. 5% i Probit #5 8 ky 56 45 A% B 7R B AR 3 3T 3 4
Fe ) B 2 [T U 25 SR LERS R (1) B ~ (3) 3. (A K 1ol T il il
FE A oh 7 7R B A B A R R BE R R R B A R P P
A,ATiHE—HERRREARTESHAHDEE, &
BFE R B B4 A AN 1 BT 3K (Led) fE o B 75 &, R | 0.061 0. 061
FAOLS MUY HE 77 Ky B0 , 151 9 45 5L T %28 i) (4) 51 ~ (6) (12315 (1.228)
B 3 F b w2 A AR B AR, Psd \Prl il Pr2 £ (B 14 343 14 343
2 M e 1% Ak T |- 8 B 27 ok
B R B fE1%K - B E N, FE AT SO |8 S bt Sl

REAREWRMENE,
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Table 7 Results for Two-stage Regression

F2hE F1HE F2HE 1 Bret

F2HE %1 Bre

75 Cdr Psd, Prl, Cdr Pr2,
(1) (2) (4) (5) (6)
Psd, -0.078**
(- 4.076)
PPsd, 0.415°*"
(13.934)
Psd, 0.580***
’ (74.771)
Pr, -0.286°*
(-3.674)
PP, 0.384 """
(10. 850)
P, 0.654°*
(84.992)
Pe, =0, 150"
(-5.823)
— 0.338**
' (10.611)
- 0.649"*
= (86.820)
il A F il F il il il il il
il Fifil il il i =il Fifil
R il £ il il il il il
S - 0. 690 0.291 -0.721 0. 039 - 0. 656 0. 251
(-6.928) (4.281) (-17.314) (2.656) (- 6.585) (5.677)
L {5 11 950 11 950 11 950 11 950 11 950 11 950
R R 0.056 0.479 0.056 0.487 0.058 0.522
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Table 8 Controlling Stockholder's Equity Pledge and Cash Dividend ;: Cdd and Lcd as the Dependent Variable

Cdd Led
A
(1) (2) (3) (4) (5) (6)
- —-0.190*** -1.079°
(=7.277) (- 8.554)
4 - 0.968 *** —5.520***
' ( - 8.294) (-9.553)
P —0.458*" -2.567"*
(-11.978) (- 13.682)
¥l R 1 il s il i e el s il il
Tk 1 il il = =i il & il
FRE i il il i s il
- — 8.698*** I -8.613"" — 44682 —44.756*  —44.152**
- ( - 34.767) (- 34.857) (-34.372) ( - 40.554) ( — 40. 669) (- 40.167)
I 17 590 17 590 17 590 17 590 17 590 17 590
iE R 0.236 0.236 0. 240
JEHn R 0.313 0.314 0.318
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Table 9 Regression Results for Industry-adjusted Cash Dividend Taken as Dependent Variable and Quantile

Carl Cdr
ARt
(1) (2) (3) (4) (5) (6)
i 0,044 ~0.048°""
(- 4.697) (-8.837)
. ~0.187°"" —0.221°"
(-4.387) (- 8.826)
Pr2 _0. 107..‘ _le)?.’»
(=7.757) (-11.834)
AR & il =l oyl bl il il
17k il =l il il 2 1l il
R 2 5l gl i &l ekl
—_— —0.556*  —0.562**  -0.533"" _0.419%°  —0.433°  —0.418°"
R (-6.851)  (-6.930)  (-6.570) (-8.779)  (-9.090)  (-8.739)
TR & 17 590 17 590 17 590 17 590 17 590 17 590
Y R 0. 063 0. 062 0. 065
" R 0.092 0.092 0.094
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Table 10 OLS Regression Results for

Two -sided Qutliers Censored at 1%

Cdr
Gy
(1) (2) (3)
Bk -0.051*"
(-6.929)
% -0.191**
(-5.621)
g -0.108***
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EHAEE P4l | il
7k i =i £kl
A Eeil £yl il
—0.475*"  —0.485* - 0.456*"*
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Table 11 Equity Pledge and Liquidity , Stock Buyback
Lig Buy
At

(1) (2) (3) (4) (5) (6)

Psd -0.313*"" 0. 340"
(- 8.524) (4.938)
Prl ~0.885*"" 0. 659"
(- 5.254) (2:253)
P -0.434"°"" {287~
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FRE | Pl e e il iy
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Table 12 Equity Pledge and Abnormal Product Cost
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Gy
(1) (2) (3)
i 0.012***
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(6.421)
EihAEE =l il £l
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R il il 2l
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pUSUEER 13 004 13 004 13 004
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Impact of Controlling Stockholder’s Equity Pledge
on the Phenomenon of “Low Dividend”

ZHAI Shiyun' ,SUN Lanlan® ,GU Pu’
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Abstract; The cash dividend policy of listed firms in Chine has been paid close attention by CSRC recently. Meanwhile, the a-
mount of equity pledge in the stock market is ascending rapidly, which influences firms’ risk level and governance mechanism
significantly. Therefore, this study investigates whether the equity pledge affects firms’ cash dividend policy or not.

Based on the agency theory and sampled on 2007-2016 A-share listed firms in China, this paper studies the effect of control-
ling shareholders’ equity pledge on firms’ cash dividend policy formulated in OLS regression, PSM method, change model, and
Probit model with Statal4. 1. Moreover, this study analyzes and tests the internal mechanism of the above-mentioned effect and
establishes the framework of the influence of equity pledge on firms’ cash dividend policy.

This study finds that the cash dividend is declared less during controlling shareholders’ equity pledge period. This negative
correlation between controlling shareholders’ equity pledge and firms' cash dividend is moderated by firms’ free cash flow and au-
dit quality. Furthermore, this study analyzes the internal mechanism and finds that deprivation of liquidity and increased precau-
tionary and speculative demand for cash lead to reduction in cash dividend level.

This study may have the following contributions. First, it develops previous researches on the influence of shareholder heter-
ogeneity on cash dividend. Second, it explores the “Low Dividend” phenomenon from the perspectives of liquidity, precautionary
and speculative demand for cash. Third, the conclusion provides some advice for the monitor of the capital market and helps in-
vestors be more acquainted with the equity pledge.
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