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ABSTRACT

This paper examines the impact of the global financial crisis on Nigerian listed firms'
dividend policies. Our findings indicate that firms adjust their dividend policies in a
manner consistent with the need to preserve financial flexibility and mitigate going-
concern risks during the crisis period. Specifically, highly leveraged firms and firms with
low cash flows are more likely to omit dividend payments during the crisis. Moreover, the
negative ¢ffects of foreign ownership on dividend payments during the pre-crisis are
muted during the crisis. This suggesls that the tax-induced clientele effect became
irrelevant as cash dividends became the first order of business for foreign investors
during the crisis. In the same vein, prevailing investor demand for cash dividends exerts a
positive influence on firms' probability to increase dividends during the crisis, implying
that markets attach a high valuation to firms that are able to pay during the crisis period.

We also find support for past dividends as a reference point for current dividend

decisions in both the crisis and non-crisis periods, although the relation is weakened
during the crisis. This implies that some managers strive to maintain stable dividends
during the crisis period. Nevertheless, their ability to do so weakens during this period.

Keywords: dividend payout, financial crisis, financial flexibility, foreign ownership,
signalling.

INTRODUCTION

Does a firm change its dividend policy when dealing with a financial crisis? This
is a relatively underexplored question in the literature as extant theories on
dividend policy are generally based on the assumption of normal economic
conditions. During the financial crisis, the issue of non-payment of dividends
may be more pronounced compared to non-crisis periods due to the constrained
financial position of firms resulting from the crisis or managers deliberately using
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