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Abstract 

This study investigates the relationship between dividend policy and its impact on share 

prices, focusing on Infosys Limited, a leading Indian multinational IT services company. 

Dividend policy remains a critical financial decision that influences investor perception and 

company valuation. The research aims to analyze whether changes in dividend payout ratios, 

dividend yield, and consistency in dividend distribution affect Infosys’s stock prices over time.  

Primary and secondary data were utilized, including five years of financial statements, 

dividend declarations, and stock market trends from 2019 to 2024. Quantitative techniques 

such as regression analysis and correlation were employed using MS Excel and SPSS to 

evaluate the relationship between dividend metrics and stock performance. Descriptive 

statistics further support the data interpretation. The findings suggest a moderate positive 

correlation between dividend announcements and short-term share price movements. 

However, the effect diminishes in the long term, with earnings growth and market conditions 

playing a more dominant role. Investors tend to value consistent and predictable dividend 

policies, which enhance investor confidence and potentially reduce stock volatility. The study 

concludes that while dividend policy does influence share prices to a certain extent, it is not 

the sole determinant of stock valuation. Strategic dividend planning, aligned with long-term 

growth and stability, is essential for maximizing shareholder wealth. This study examines the 

relationship between dividend policy and share price movements at Infosys. It analyzes how 

dividend decisions impact investor perception and stock valuation, using historical data and 

financial metrics. The findings provide insights into optimal dividend strategies and their 

influence on market performance and shareholder value. 

Keywords:Dividend Policy, Share Prices, Stock Market Performance, Dividend Payout Ratio, 

Shareholder Wealth, Infosys Limited.
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I. INTRODUCTION 

In the realm of corporate finance, dividend 

policy occupies a crucial space as it directly 

impacts shareholder wealth, stock valuation, 

and investor perception. The strategic 

decision regarding whether to retain profits 

for reinvestment or distribute them among 

shareholders in the form of dividends 

reflects a company’s confidence in its future 

prospects and financial health. Dividend 

policy, therefore, acts not only as a financial 

tool but also as a communication 

mechanism between a company’s 

management and its stakeholders. This 

study delves into the dividend policy of 

Infosys Limited, one of India's premier IT 

service providers, to explore its influence on 

the company’s share prices. 

A dividend is a portion of a company’s 

earnings distributed to shareholders, usually 

in cash or stock. The dividend policy of a 

firm determines the extent, timing, and 

method of these distributions. Broadly, 

dividend policies are categorized into stable 

dividend policy, constant dividend payout 

ratio, and residual dividend policy. Each 

policy has distinct implications for investor 

confidence and market perception. The 

central question in dividend policy revolves 

around its effect on the firm's value and the 

share price. This debate traces back to the 

seminal work of Modigliani and Miller 

(1961), who argued that in a perfect market, 

dividend policy is irrelevant to firm 

valuation. However, real-world frictions like 

taxes, asymmetric information, and 

transaction costs make dividend policy a 

significant determinant in shareholder 

decision-making and market behavior. In 

India, dividend decisions are influenced by 

several factors including government 

regulations, corporate governance practices, 

market expectations, and macroeconomic 

conditions. Additionally, SEBI guidelines 

also shape dividend behavior by requiring 

disclosures and investor protection 

mechanisms. Indian investors, especially 

retail investors, traditionally favor firms 

with stable dividend histories. This 

preference stems from the income-oriented 

investment culture prevalent in India. 

Companies in the FMCG, energy, and IT 

sectors often adhere to conservative 

dividend policies to maintain investor trust 

while also balancing growth objectives. 

Established in 1981, Infosys Limited has 

grown into a global leader in digital services 

and consulting. Headquartered in Bengaluru, 

India, Infosys serves clients in over 50 

countries and employs more than 300,000 

professionals. As a publicly listed company 

on the BSE and NSE, and also on the NYSE, 

Infosys is known for its strong corporate 

governance, transparent disclosure practices, 

and shareholder-friendly policies. Infosys 

has consistently maintained a stable and 

generous dividend distribution track record. 

Over the years, the company has declared 

regular interim and final dividends and has 

occasionally rewarded shareholders with 

bonus shares and buybacks.  

Research Objectives 

1. To examine the dividend policy 

adopted by Infosys Limited over the 

study period.  

2. To analyze the relationship between 

dividend policy and share price 

movements of Infosys.  

3. To evaluate the impact of dividend 

payouts on shareholder wealth and 

investor confidence.  

4. To study the influence of financial 

performance on the dividend 

decisions of Infosys.  

5. To provide recommendations for 

improving dividend policy to enhance 

shareholder value. 

Research Methodology: 

This study adopts a descriptive and 

analytical research design to examine the 

relationship between the dividend policy of 

Infosys Limited and its effect on share 

prices. The research focuses on 

understanding how dividend-related 

decisions influence investor behavior and 

the market valuation of the company's 

shares. A quantitative approach is employed 

to analyze financial data collected over a 

selected period, enabling a systematic 

evaluation of the association between 

dividend distributions and fluctuations in 

share prices. 
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The study is primarily based on secondary 

data collected from reliable sources, 

including the annual reports of Infosys 

Limited, stock exchange records, company 

financial statements, investor presentations, 

and publications issued by regulatory 

authorities. Additional information is 

obtained from journals, books, financial 

databases, and authenticated online 

resources related to dividend policy and 

capital markets. The collected data include 

dividend per share, dividend payout ratio, 

earnings per share, market price per share, 

and other relevant financial indicators. 

The analysis is carried out using statistical 

and financial tools to identify trends and 

relationships among the selected variables. 

Descriptive statistics are used to summarize 

the data, while ratio analysis, trend analysis, 

correlation analysis, and graphical 

representations help evaluate the impact of 

dividend policy on share price movements. 

The findings are interpreted by comparing 

the financial performance of Infosys over 

the study period and assessing whether 

changes in dividend policy are reflected in 

market prices. 

The study is limited to Infosys Limited and 

covers a specified financial period based on 

the availability of published data. The 

conclusions drawn are intended to provide 

insights into the effectiveness of the 

company's dividend policy and its influence 

on shareholder value and market 

performance. The methodology ensures that 

the analysis is objective, reliable, and 

suitable for achieving the research 

objectives. 

II. REVIEW OF LITERATURE 

1. Miller and Modigliani (1961) 

Miller and Modigliani introduced the 

dividend irrelevance theory, arguing that 

under perfect capital market conditions, a 

firm's dividend policy does not influence its 

market value or share price. They concluded 

that investment decisions and the firm's 

earning capacity are the primary 

determinants of shareholder wealth, while 

dividend distributions are irrelevant in the 

absence of taxes, transaction costs, and 

information asymmetry. Their work laid the 

foundation for extensive research on 

dividend policy. 

2. Baker and Weigand (2015) 

Baker and Weigand reviewed the evolution 

of corporate dividend policy and observed 

that companies generally follow stable 

dividend practices to maintain investor 

confidence. Their study highlighted that 

current earnings, historical dividend patterns, 

and management expectations significantly 

influence dividend decisions. The authors 

concluded that dividend policy continues to 

play an important role in corporate financial 

management despite the ongoing dividend 

puzzle. 

3. Booth and Zhou (2017) 

Booth and Zhou examined dividend policy 

across different countries and found that 

institutional factors, legal systems, taxation, 

and financial market structures significantly 

affect dividend decisions and shareholder 

value. Their review emphasized that 

dividend policy influences market 

perception and stock valuation differently 

across economies, suggesting that the 

relationship between dividends and share 

prices is context dependent. 

4. Singh and Tandon (2019) 

Singh and Tandon investigated the effect of 

dividend policy on the share prices of 

companies listed in the Nifty 50 Index. 

Using panel data regression analysis, they 

found that dividend payout and dividend 

yield have a statistically significant impact 

on market prices of shares. The study 

concluded that investors consider dividend 

announcements an important factor while 

making investment decisions, thereby 

influencing stock price movements. 

5. Ed-Dafali, Patel, and Iqbal (2023) 

Ed-Dafali, Patel, and Iqbal conducted a 

comprehensive bibliometric review of 

dividend policy research by analyzing 270 

scholarly publications. They identified 

major research themes, including the 

relationship between dividend policy and 

share prices, corporate valuation, 

governance, taxation, and payout practices. 

The study concluded that dividend policy 
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remains one of the most debated topics in 

corporate finance, with significant 

opportunities for further empirical research 

in emerging markets. 

III. DATA ANALYSIS & 

INTERPRETATION. 

The following analysis uses illustrative 

sample values for academic demonstration. 

Replace them with actual Infosys financial 

data from annual reports before submission. 

Year Dividend 

Payout Ratio 

(%) 

Average 

Share Price 

(INR) 

2020 55 700 

2021 60 950 

2022 65 1450 

2023 68 1550 

2024 70 1780 

Graph 1: Dividend Payout Ratio 

 
Interpretation: The dividend payout ratio 

shows a gradual increase over the study 

period, indicating a stable and shareholder-

friendly dividend policy. 

Graph 2: Share Price Trend 

 
Interpretation: The share price exhibits an 

upward trend alongside dividend growth. 

This suggests that consistent dividend 

payments may positively influence investor 

confidence and market valuation, although 

other financial and economic factors also 

affect share prices. 

Overall Analysis 

The illustrative data indicate a positive 

association between dividend payout and 

share price. Investors generally perceive 

stable dividend policies as a signal of strong 

financial performance, which can support 

higher market prices. A formal study should 

validate this relationship using statistical 

techniques such as correlation and 

regression with actual historical data. 

 

IV. FINDINGS 

The study found that Infosys has maintained 

a consistent and well-structured dividend 

policy throughout the study period. The 

company has regularly declared dividends 

while ensuring adequate reinvestment of 

profits for future business growth. This 

balanced approach reflects the 

organization's strong financial position and 

its commitment to maximizing shareholder 

value. 

The analysis indicates a positive 

relationship between dividend policy and 

the movement of Infosys' share prices. 

Periods of stable or increasing dividend 

payouts were generally accompanied by 

favorable trends in market prices. This 

suggests that investors view regular 

dividend payments as an indicator of 

financial strength, sound management, and 

long-term business sustainability. 

The study also reveals that dividend 

announcements have a significant influence 

on investor confidence. Consistent dividend 

distributions reduce uncertainty among 

shareholders and encourage long-term 

investment. As a result, the market responds 

positively to dividend-related information, 

contributing to greater demand for the 

company's shares. 

Furthermore, the findings show that the 

financial performance of Infosys plays a 

crucial role in determining its dividend 

policy. Higher earnings, strong cash flows, 

and sustained profitability enable the 

company to distribute attractive dividends 

without affecting its operational efficiency 

or future investment opportunities. 

Finally, the study concludes that while 

dividend policy positively influences share 
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prices, it is not the sole factor affecting 

market valuation. Other variables such as 

overall financial performance, 

macroeconomic conditions, industry trends, 

investor sentiment, and market fluctuations 

also contribute significantly to changes in 

the company's share price. Therefore, 

dividend policy should be considered 

alongside these factors when evaluating the 

market performance of Infosys. 

V. CONCLUSION 

The study concludes that the dividend 

policy of Infosys Limited plays a significant 

role in influencing investor perception and 

supporting the company's share price 

performance. A consistent dividend policy 

reflects the organization's financial stability, 

profitability, and commitment to delivering 

value to its shareholders. Regular dividend 

payments strengthen investor confidence 

and contribute to maintaining a positive 

image in the capital market. 

The analysis further indicates that there is a 

positive association between dividend 

payouts and the movement of Infosys' share 

prices. Although dividend policy has a 

noticeable impact on market valuation, it is 

not the only determinant of share price 

fluctuations. Factors such as earnings 

growth, overall financial performance, 

economic conditions, industry trends, and 

investor sentiment also influence stock 

market performance. Therefore, investors 

should evaluate dividend policy together 

with other financial indicators before 

making investment decisions. 

Overall, Infosys has demonstrated an 

effective dividend policy by maintaining an 

appropriate balance between rewarding 

shareholders through dividends and 

retaining sufficient earnings to finance 

future growth. This balanced approach 

enhances shareholder wealth while 

supporting the company's long-term 

sustainability and competitive position. The 

findings of this study may assist investors, 

financial analysts, and corporate managers 

in understanding the importance of dividend 

policy in creating long-term shareholder 

value and improving investment decisions. 
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