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The influences of the dividend yield on the investment decision
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Abstract

Over the years, dividend yield of a company already influence the investors
in their investment decision-making. In this study, we will attempt to investigate

and explain the relationship of dividend yield with rate of return and stock price.

We take the 10-year dividend yield of all the Taiwan’s listed companies from
Taiwan Economic Journal Database, and filter the data by choosing the 50
highest 10-year average dividend yield companies, then filter the data again by
Ahmet Okumus’ Value Investing Law to get the companies which suitable for our

study.

We investigate the relationship between dividend yield and stock price of
the filtered companies and find out that the higher the stock price, the lower the
dividend yield. But, is it the company which has the highest dividend yield will

provide the highest rate of return to investors?

In order to solve the problem mentioned above, we choose the 10
companies which have highest 10-year average dividend yield and calculate the
10-year average rate of return of each company to compare with the 10-year
average rate of return of the Weighted Price Index of the Taiwan Stock Exchange.
The results showed that investors can use the dividend yield of the company as
an indicator for short-term investment rather than long-term investment. Due to
the stock's value can be affected by many factors, we advised that investors

should be consider other aspects when selecting a stock for investment.

Keyword : Dividendyield Investment decision
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