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Abstract: The study about dividend policy is not only the company but also to 

the shareholders, the consumers, the workers regulatory bodies and government. 

The objective of the  dividend policy is to identify the dividend policy of SBI 

Bank. The dividend decisions are most important as other financial decisions 

depends on it. This paper represent dividend policy in SBI Bank. We discusse 

the variables which determine the dividend policy of SBI bank. The researcher 

used to payout ratio of SBI bank in India. This study is based on SBI bank in 

Indian banks for the period of 2014-2018. The analysis conclude that banking 

companies in Indian banks. 
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INTRODUCTION 

                       Dividend is the financial return for a shareholders investment in the 

company in its share capital, declaration of dividend is one of the most 

important decision for the company. The company exists for the benefit of its 

shareholders investment. The company has been maintaining dividend policy 

that balances the dual objectives of appropriately rewarding shareholders 

through dividends and retaining capital in order to maintain in a healthy capital 

adequency ratio to support future growth. 

                    The concept of dividend policy implies that companies through 

implies that companies through board of directors evolve a defined pattern of 

dividend payments which has a bearing on future action. In other words, the 

dividends policy of a firm refers. To the views and practices of the management 

with record to distribution of earnings to the shareholders in the form of 

dividends.                    

Dividends are paid out of profits. These could either be frofits of the current 

year the accumulated profits of the past. Dividends are paid quarterly, half 
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yearly (or) annually. When paid quarterly (or) half yearly. They are refers to as 

interim dividend. Dividend is expressed as a percentage of face value and is 

referd to as a dividend rate. 

DEFINITION OF DIVIDEND POLICY: 

                      A dividend policy is a company approach to distributing profits 

back to its owners (or) stockholders. If a company is in a growth mode, it may 

decide that it will not pay dividends, but rather re-invest its profits (retained 

earnings) in the business. If a company does decide how often to do so and at 

what rate large, well established companies often pay dividends on a fixed 

schedule, but sometimes they also declare special dividends. The payment of 

dividends impact the perception of a company in financial markets, and it may 

also have a direct impact on stock price. 

OBJECTIVES OF THE STUDY: 

  The objective of the study is the dividend policy on Indian banks. 

   To identify the dividend policy followed by SBI  bank. 

    To evaluate dividend payout ratio of the SBI bank. 

Hypothesis of the study :  

1. Null hypothesis : There is no significance difference between among the payout ratio of 

SBI bank. 

2. Alternative hypothesis : There is a significance difference between payout ratio of SBI 

bank. 

   LITERATURE REVIEW 

Linter (1962). The signalling theory points out that share price do not react to 

dividend payout rate in itself but to the information that investors believed 

changes in dividend levels have for the future prospect of the firm. 

Gordon and walter (1963), according to theory because of minimum risk 

investors will always prefer dividends over capital gains. Thus researcher are 

puzzled by the question,"whether shareholders value affected by dividend 

policy" for many years. 
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Shefrin and statman (1984) introduced concepts such as prospect theory and 

mental accounting to explain why investors like dividens. Statman contends that 

solving the dividend puzzle is impossible while ignoring the patterns of normal 

investors behaviour. If paying dividends is important for companies, then we 

need to identify what factors influencing the dividend policy. 

Farrelly,Basket and Edelman (1985) in which they found according to the view 

of managers there is an optional level of dividend payouts, and firm's influenced 

by dividends payout. 

In addition, dividends aid in diversification for managers who have universities 

wealth in the firm. Therefore managers with large stock ownership may prefer 

dividend payout. The study of white (1996) suggest that managerial stock 

ownership encourages dividend payment. 

James walter"dividend policy: it's influence on the value of the firm, journal of 

finance. According to walter dividend payout ratio of affect the share price (1) 

when rate of return on investment exceeds the cost of capital, the price per share 

increases as the dividend payout ratio decreases, (2)when the rate of return on 

investment is equal to cost of capital, the share price does not change in 

dividend payout. 

METHODOLOGY OF THE STUDY : 

                      

                               This chapter covers the. Review of literature, data collection and analysis, 

period of the study, objectives of the study and limitations of the study. 

 

DATA COLLECTION OF THE STUDY: 

           

               The present study is based on secondary data. The main source of the study is the 

annual report of the SBI bank. In addition to this information published by the various 

companies and published literature available in the form of books and journals is used to 

complete relevant data for the purpose of the study. 
 

 ANALYSIS AND INTERPRETATION : 
 

 

 

SBI BANK

 Mar '18 Mar '17 Mar '16 Mar '15 Mar '14 
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 12 mths 12 mths 12 mths 12 mths 12 mths 

 

Capital and Liabilities:     

Total Share 

Capital 
892.46 797.35 776.28 746.57 746.57 

Equity Share 

Capital 
892.46 797.35 776.28 746.57 746.57 

Reserves 193,388.12 155,903.06 143,498.16 127,691.65 117,535.68 

Net Worth 194,280.58 156,700.41 144,274.44 128,438.22 118,282.25 

Deposits 2,706,343.29 2,044,751.39 1,730,722.44 1,576,793.25 1,394,408.50 

Borrowings 362,142.07 317,693.66 323,344.59 205,150.29 183,130.88 

Total Debt 3,068,485.36 2,362,445.05 2,054,067.03 1,781,943.54 1,577,539.38 

Other 

Liabilities & 

Provisions 

167,138.08 155,235.19 159,276.08 137,698.04 96,926.65 

Total 

Liabilities 
3,429,904.02 2,674,380.65 2,357,617.55 2,048,079.80 1,792,748.28 

 Mar '18 Mar '17 Mar '16 Mar '15 Mar '14 

 

 12 mths 12 mths 12 mths 12 mths 12 mths 

 

Assets     

Cash & 

Balances 

with RBI 

150,397.18 127,997.62 129,629.33 115,883.84 84,955.66 

Balance with 

Banks, 

Money at 

Call 

41,501.46 43,974.03 37,838.33 38,871.94 47,593.97 

Advances 1,934,880.19 1,571,078.38 1,463,700.42 1,300,026.39 1,209,828.72 

Investments 1,060,986.72 765,989.63 575,651.78 481,758.75 398,799.57 

Gross Block 39,200.71 42,344.99 9,819.16 9,041.80 7,716.46 

Revaluation 

Reserves 
24,847.99 31,585.65 0.00 0.00 0.00 

Net Block 14,352.72 10,759.34 9,819.16 9,041.80 7,716.46 

Capital Work 

In Progress 
791.54 573.93 570.12 287.37 285.70 

Other Assets 226,994.20 154,007.72 140,408.41 102,209.71 43,568.21 

Total Assets 3,429,904.01 2,674,380.65 2,357,617.55 2,048,079.80 1,792,748.29 
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Contingent 

Liabilities 
1,168,579.33 1,040,929.24 1,088,296.20 981,951.28 1,019,819.13 

Book Value 

(Rs) 
217.69 196.53 185.85 172.04 158.4 

Balance sheet of State Bank of India 

Year Total Liabilities (A) Total Assets (B) 

2013-14 3,429,904.02 3,429,904.01 

2014-15 2,674,380.65 2,674,380.65 

2015-16 2,357,617.55 2,357,617.55 

2016-17 2,048,079.80 2,048,079.80 

2017-18 1,792,749 1,792,749 

Interpretation of Balance sheet of State Bank of India 
The tables’ shows that liabilities of company in year 2013-14 of Borrowings are more from 

RBI to give loans to customers with different schemes to provide services to customers 

within stipulated time, it shows more Debts in the following year 2014-2015 it was due to 

NPA’s ,in the following year of 2015-16 the collection of deposits were decreased due to 

banks was giving low interest rates on Fixed Deposits, in the year 2016-17 and 2017-18 the 

bank performance was very poor due to Demonetization of currency, implementation of GST 

and all state branches are merged into one bank  

 

 

Dividend payout ratio 

Announcement Effective Dividend Dividend  Remarks 
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Date Date Type (%) 

19-05-17-18 26-05-17 Final 260.00 Rs.2.6000 per share(260%)Dividend 

16-05-16-17 03-06-16 Final 260.00 Rs.2.6000 per share(260%)Dividend 

22-05-15-16 28-05-15 Final 350.00 Rs.3.5000 per share(350%)Dividend 

14-05-14-15 29-05-14 Final 150.00 Rs.15.0000 per share(150%)Dividend 

04-03-14-13 11-03-14 Interim 150.00 Rs.15.0000 per share(150%)Interim 

Dividend 

Interpretation of Dividend Payout 

The dividend payout ratio is the proportion of earnings paid out as dividends to 

shareholders,  A new, growth-oriented company that aims to expand, develop new products, 

and move into new markets would be expected to reinvest most or all of its earnings and 

could be forgiven for having a low or even zero payout ratio. The payout ratio is 0% for 

companies that do not pay dividends, and is zero for companies that pay out their entire net 

income as dividends. 

In the year 2013-14 and 2014-15 the Bank maintains constant dividend payout whereas in 

year 2015-16 the bank declared higher dividend and in year 2016-17 and 2017-18 the bank 

capitalization of entire shares so that the percentage of dividend shows less when compared 

with twice of years  

 

  

FINDINGS : 

https://www.investopedia.com/walkthrough/corporate-finance/5/dividends/real-world.aspx
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        Dividend policy is very important in the management of company's earnings. So 

decisions related to dividend policy have a significant effect on credit standing of the firm, 

it's share price and it's future growth. 

         The study reveals the different variables such as equity shares and dividend payout 

ratios. These variables for different companies in banking industry. Apart from this, the study 

also shows how the fluctuations in dividend payout ratio have taken place year by year due to 

variations in different independent variables. 

 SUGGESTIONS : 

        Dividend policy is set largely at the discretion of the Management. One of the major 

important factor management has to consider is shareholders intereste. Dividend policy 

should be decided keeping in mind the grow needs of the firms. A high dividend payout 

reduces firm's access to retained earnings, the cheapest source of capital for the reason 

management may prefer lower dividend payout ratios, especially in growth firm's as the 

retained funds would be required for expansions purposes. 

CONCLUSION : 

      The result of the survey has provided some interesting insight regarding dividend policy 

and dividend payout ratio. The study reveals that in most of the companies don't have 

influence on dividend payout and in some of the companies least related variables to have 

influenced on dividend payout. 
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