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The Relationships between the Tendency of Foreigners’' Investment
and Dividends in the cases of Hot and Cold Markets in Korea

Kim, Tae Keun®
Kim, Do Goan™

Abstract

The relationship about corporations' dividend policy and foreigners' share have been studied on the various views. However, there have
barely been the studies about the relationships between the two variables according to hot and cold markets in Korea. In this point, this
study attempts to find the differences of the tendency of foreigners‘ investment with financial variables and the relationship between
foreigners' share and corporations' dividend policy according to hot and cold markets. For the analysis, it selected the 318 manufacturing
corporations, which paid dividends in 2008 (cold market) and 2010(hot market). The results are classified into two types. 1) There are
the difference, and 2) There are no differences of the relationships among the variables according to the two markets. First of all, The
relationships between 1) foreigners' share and dividend 2) between foreigners' share and market value (Tobin's Q) and corporations' debt
(Debt Ratio) were statistically significant in the both (hot and cold) markets. As showing the differences according to hot and cold
markets, cash flow and foreigners' share showed the statistically significant relationships in 2010 (hot market), not in 2008 (cold market).
One of the remarkable results is that most of relationships among variables, except the relationship between foreigners' share and

dividend, are more strong in hot market than in cold market.

KeyWords: hot market, cold market, foreigners' share, dividend yield ratio
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