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Dividends VS Capital Gains
A dividend entails profit distribution by a company to its shareholders. In the event that a company earns a surplus or profit, it may share a proportion of these earnings to the shareholders as a dividend. Capital gains represent profits obtained from selling an asset whose worth increased during the holding period. While dividends and capital gains are sources of income to investors, they have significant differences; they differ in characteristics such as necessity, taxation, and investment. 
Investors use both dividends and capital gains as income sources (Harry et al. 312). These sources could be periodic as it is for dividends or at the investor's will after the financial year. In the case of capital gains, the stocks may be reinvested or liquidized into cash. For the dividends, they may be received in cash or as extra assets of the given investment. The two present ventures that an investor may pursue to gain financial benefits.
Dividends and capital gains differ in terms of necessity. Here, capital gains largely depend on macroeconomic factors, which entail events that impact the overall country's economy on a wide scale (Harry et al. 325). These factors include unemployment, income, and population demographics. In contrast, dividends are extensively dependent on the senior management decisions. In this case, the management decides what to offer to the shareholders and what to reinvest in the firm. On matters of necessity, capital gains show a broad range of views, including the impact of external forces, whereas dividends are primarily based on the internal firm environment.
Taxation on capital gains is higher compared to that in dividends (Stanley 370). In the case of capital gains, taxation depends on whether the gains are short-term or long-term, with each type taxed differently. However, dividends are subjected to a flat rate taxation mechanism that is lower than that of capital gains. Their division into ordinary and qualified dividends dictates the tax allocated to them. Generally, short-term capital gains have almost the same level of taxation as dividends, although long-term gains are taxed more. In some cases, double taxation may occur in dividends due to the company's transfer of money to the shareholders.
Less investment is needed when obtaining the capital asset for it to be eligible for capital gains, especially for long-term gains (Stanley 360). However, dividends require a large sum of investment which is primarily on the purchase of stocks. The reason is that buying company shares needs huge financial muscles compared to selling a company asset to earn income. In addition, dividends are offered continuously from one accounting period to another, making it a costly venture. Capital gains may be referred to as a one-time income source that comes from the sale of an asset, while dividends assume a continuous existence.
In conclusion, dividends show many differences than the similarities that bind them together. The differences exist more predominantly in the necessity, taxation, and investment amount. However, both are sources of income for the company and are used by investors to generate financial gains.
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