Accepted Manuscript " [Journal of

CORPORATE
FINANCE

Large dividend increases and leverage

Ian A. Cooper, Neophytos Lambertides

PII: S0929-1199(17)30379-6

DOI: d0i:10.1016/j.jcorpfin.2017.10.011
Reference: CORFIN 1285

To appear in: Journal of Corporate Finance
Received date: 15 June 2017

Revised date: 18 September 2017

Accepted date: 24 October 2017

Please cite this article as: lan A. Cooper, Neophytos Lambertides , Large dividend
increases and leverage. The address for the corresponding author was captured as
affiliation for all authors. Please check if appropriate. Corfin(2017), doi:10.1016/
jJjeorpfin.2017.10.011

This is a PDF file of an unedited manuscript that has been accepted for publication. As
a service to our customers we are providing this early version of the manuscript. The
manuscript will undergo copyediting, typesetting, and review of the resulting proof before
it is published in its final form. Please note that during the production process errors may
be discovered which could affect the content, and all legal disclaimers that apply to the
journal pertain.


https://doi.org/10.1016/j.jcorpfin.2017.10.011
https://doi.org/10.1016/j.jcorpfin.2017.10.011
https://doi.org/10.1016/j.jcorpfin.2017.10.011

Large dividend increases and leverage*

lan A. Cooper and Neophytos Lambertides’

This version: September 2017

Abstract

This study documents the fact that large dividend increases are followed by a
significant increase in leverage, consistent with management increasing the dividend
to use up excess debt capacity. However, the leverage increase is not captured by a
standard partial adjustment model of leverage. Nor does it reflect variables known to
be related to dividend increases, such as firm maturity, investment, and risk. Instead,
the dividend increase signals a complex change in the way firms adjust to their
leverage target, but it does not signal a change in the target.
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