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Abstract 

In this paper, Gree electric appliances dividend policy as a case study to clarify the 
background of the case study and dividend policy overview, analysis of dividend policy 
factors, including financial factors, national policies, Industry Cycle; Then we use the 
event research method to analyze the market reaction caused by the dividend policy of 
gree electric appliance, and show the degree of the market reaction directly by the data. 
The study concludes that the dividend policy of gree electric appliances is affected by 
multiple factors, such as strong profitability, large scale of assets and strong liquidity of 
assets, the rapid growth of macro-economy and the top of the development of the 
industry have led to the strategic transformation of the company. Regarding the market 
reaction to Gree's dividend policy, the study found that the continuous cash dividend 
does not bring obvious short-term excess earnings, and the mixed dividend is more 
popular than the cash dividend, and the disruption of dividend stability must have had a 
bad market reaction. 
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1. Introduction 

The reason why the company implements the high dividend policy. First of all, there is the 
suspicion of cashing out by major shareholders. From the perspective of Gree Electric’s equity 
structure, as of the end of December 2020, the largest shareholder of Gree Electric is Zhuhai 
Gree Group Co., Ltd., which holds 5,4812,7800 state-owned legal person shares, accounting for 
18.22% of the total share capital. In addition, Zhuhai Gree Group also indirectly holds 1.15% of 
the shares of listed companies through its Gree Real Estate, so its direct and indirect 
shareholding ratio is 19.37%. The other major shareholders among the top ten shareholders 
are institutional investors, whose shareholding ratio is far smaller than that of Zhuhai Gree 
Group Co., Ltd. The ultimate controller of Gree Electric is the Zhuhai State-owned Assets 
Supervision and Administration Commission, and Zhuhai State-owned Assets Supervision and 
Administration Commission has ownership of the cash dividends of the corporate shares held 
by Gree Group. Therefore, when Zhuhai's local finances are scarce, the Zhuhai authorities will 
consider using the cash dividends distributed by Gree Electric in recent years to make up for 
the local authorities' funds. Therefore, it is not difficult to see that Gree Electric’s high-level 
behavior in recent years is essentially to supplement the income of its actual controllers. This 
approach is actually not conducive to the long-term development of the company.  

Second, the company's refinancing needs. From the current situation in my country, the impact 
of refinancing demand on the dividend policy of listed companies cannot be ignored. In order 
to enable my country’s securities market to grow healthily and rapidly, the China Securities 
Regulatory Commission mandates that if listed companies issue additional stocks, they must 
satisfy that the cumulative distribution of profits in cash in the past three years must not be less 
than that achieved in the past three years. The condition of 30% of the annual average profit 
distribution. As soon as the policy was promulgated, many companies that did not implement 
cash dividends in the past chose to pay dividends to shareholders, and the enthusiasm for 
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dividends of listed companies was suddenly ignited. From a fundamental point of view, listed 
companies pay cash dividends only for companies to implement refinancing. At present, the 
return on net assets of listed companies in our country will restrict the refinancing behavior of 
enterprises. And cash dividends can reduce the company's net assets, which is conducive to 
improving the company's return on net assets. In real life, many companies use dividends as a 
tool for companies to realize refinancing. While the listed company implements high cash 
dividends, it also needs to refinance by issuing additional stocks. The biggest beneficiary of high 
pay cash is the major shareholder. Through high cash pay, the company’s return on net assets 
can be indirectly increased, creating a prerequisite for the company’s future refinancing and 
allotment of shares.  

Thirdly, it conveyed the good news that the company's future growth prospects are good. 
Combining the signal theory, Gree Electric can convey to the market the high level of trust of 
the company’s managers in the company’s future operating conditions through its high cash 
dividend policy. This will not only enhance investors’ enthusiasm for the company’s investment, 
but also help Establish a good public image to the outside world. The implementation of a high 
cash dividend policy by the company can enable investors to obtain a direct and visible return 
on investment, which can not only increase investors’ enthusiasm for investment, but also 
increase investors’ trust in the company. The company's high cash dividend policy indicates 
that the company has achieved more net profits and can also convey to the market information 
about the company's good development prospects. Finally, behind Gree Electric’s high-paying 
cash, there may be a lack of good investment opportunities. From the perspective of capital 
utilization, it can be found that the investment in the construction of new projects related to the 
main business that the company has invested in in recent years only accounts for about 4% of 
the company's undistributed profits.  

2. Evaluation of the company's high dividend policy 

Companies need a lot of cash to distribute cash dividends, which will inevitably cause a large 
amount of cash outflow, which will cause the company to pay pressure. Therefore, if the 
company wants to distribute cash dividends, it must meet two basic conditions: one is that the 
company has sufficient net profit or Distributable profits; second, the company has sufficient 
cash for dividends. The reason why Gree Electric implements a high cash dividend policy is 
inseparable from its good operating performance and accumulated large amount of cash flow. 
Generally speaking, the company’s choice to adopt a high cash policy indicates that the company 
has accumulated a large amount of cash in its production and operation activities in previous 
years. The conditions of "points". Regarding Gree Electric’s policy of adopting high cash 
dividends for many years, this article mainly discusses the financial support for its distribution 
of high cash dividends from the aspects of profitability, solvency and capital structure. 

2.1. The evaluation of profitability 

Gree Electric has accumulated huge amounts of funds since its listing. The monetary funds in 
its financial statements have soared from 134 million yuan when it went public in 1996 to 
54.546 billion yuan in 2014; undistributed profits rose from 206 million yuan when it went 
public to 54.546 billion yuan. With 34.841 billion yuan in 14 years, Gree Electric’s profitability 
has also been maintained at a stable state. Gree’s return on equity has basically maintained 
around 30% over the years. At the same time, the reduction of costs is also an important reason 
for Gree Electric’s profit. The decrease in the sales cost rate in recent years shows that Gree 
Electric has super cost control capabilities. The year-on-year increase in revenue and the year-
on-year reduction in costs and expenses are Gree. The huge profits realized by electrical 
appliances have laid a solid foundation. 
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2.2. The evaluation of long-term solvency 

The company’s asset-liability ratio in 18 years is 71.11%, which is 3.2 percentage points lower 
than the asset-liability ratio in 2019 of 73.47%; from the perspective of Gree Electric’s short-
term debt solvency, Gree’s quick ratio in 2020 is 1.01 , Which is higher than the industry average, 
indicating that Gree Electric’s short-term debt repayment ability is relatively strong, and the 
company is less likely to default due to its inability to repay its debts. Therefore, the distribution 
of cash dividends does not increase the financial risk faced by companies, but rather able to 
optimize the company's capital structure. At present, Gree Electric is in the development stage 
from mature to recession, so it is facing huge industry pressure. In order to achieve better 
development, Gree Electric has gradually embarked on the road of transformation and 
implemented a diversified development strategy. The company is gradually turning to mobile 
phones. Smart home, industrial robots and other directions. However, after achieving 
profitability, Gree Electric actually distributed most of its profits to investors, and did not save 
the company’s profits for the company’s diversified development. This will have an adverse 
impact on the development of Gree Electric. From this perspective Look, it is unreasonable for 
the company to implement a high cash dividend policy. 

3. Conclusion 

Through the above analysis of the cash dividend and dividend policy carried out by Gree 
Electric, we found that the reason why Gree Electric chose to implement the high dividend 
policy is inseparable from the large amount of cash flow he has accumulated over the years. On 
the one hand, the financial shortage of local authorities has prompted Gree Electric to 
repeatedly pay high dividends. On the other hand, Gree Electric has paid high dividends for 
many years because of the lack of good investment opportunities. Gree Electric’s cash dividend 
policy is affected by various factors such as the company’s profitability, solvency, and 
insufficient investment opportunities. Through analysis, it can be found that the main reason 
for Gree Electric’s implementation of high cash dividends for many years is because Gree 
Electric did not provide for it. The huge amount of accumulated funds finds good investment 
opportunities. Therefore, Gree Electric should strengthen the management of monetary funds, 
and use idle funds for the development of new products or investments, etc., to further enhance 
the investment value of Gree Electric's stock. So far, the cash dividend policy of listed companies 
in my country has been lacking an effective restraint mechanism, and various supervisory 
departments have not made clear regulations on the disclosure of cash dividend policies. As a 
result, the formulation of cash dividend policies of many listed companies is very random. The 
cash policy is supported by the wishes of major shareholders. Therefore, relevant departments 
can allow listed companies to formulate long-term dividend distribution policies in accordance 
with their own actual conditions, including the analysis of the development stage of the 
company, the specific dividend distribution plan, etc., which must be included, and the above 
should be disclosed in their prospectus. information. If there are other reasons that need to 
modify the dividend policy, the company should make a specific explanation and announce a 
new dividend distribution plan. In short, proper dividend distribution is very important to the 
sound development of an enterprise. The enterprise should attach importance to the 
formulation of cash dividend policy and formulate a reasonable dividend policy based on the 
actual development of the company to appropriately meet the investment needs of 
stakeholders. 
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