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Nonlinear Impact of Dividend Policy on P/E Ratio in Tehran Stock Exchange Industries
Moslem peymany, Mohammad Hassan Ebrahimi Sarvolia, Mahsa Goodarzi
Abstract

Considering the importance of the stock valuation models, the comprehensive study of these models
can lead investors to use them correctly and make the right decisions in capital market. Therefore,
in this research, one of the most widely used models, the P/E ratio model with nonlinear
perspective, has been investigated and compared with linear model. For this purpose, by performing
panel regression for the information of 182 companies in the form of 28 industries in Tehran stock
exchange during the years 2009 to 2016, we find that the ratio of dividend payment has a nonlinear
impact on P/E ratio and the relationship between price to earning ration and dividend payment ratio
has convexity and its degree of convexity is conditional on the relationship of return on equity and
shareholders required rate of return. Also, based on results of this study, the explanatory power of
the nonlinear model is greater than the linear model. It is recommended that investors pay attention
to the nonlinear model along with the linear model to achieve a better result.

Key Words: P/E Ratio, Dividend Payout Policy, Nonlinear Effect, Conditional Effect.
JEL Classification:G3, G35, F65, P45
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