Running head: DIVIDENDS

4





DIVIDENDS
Name:
Institutional affiliation:
Date: 


Dividends
Company’s dividend payout, dividend yield, and dividend per share over the past three year
Wal-Mart Stores, Inc. is a US-based retailer company incorporated in 1969. It became a publicly listed company in 1970; offering 300000 shares at $16.50 per share. In 2017, 2018 and 2019 the company’s annual average dividend payout ratio was 45.595%, 62.04%, and 91.68% respectively while the average dividend per share was $2, $2.04 and $2.07 respectively. The average dividend yield was 2.4% in 2017, 2.1% in 2018 and 1.9% in 2019 (Macrotrends LLC, 2019). 
Wal-Mart Stores, Inc. has had no stock splits over the last three years; however, it has had several 2:1 stock splits since 1970 when it was publicly listed. In addition to this, the company has not made share repurchases since 2010. One explanation for the desirable trend in dividend stock is that the company has been investing over $10 billion every year for the last three years (Zacks Investment Research, 2019). What is more, the company’s cash flow and operating profit have been more than the dividend commitment over the last three years. The upward trend of dividend payout ratio over the last three years is as a result of a decline in net income; the company has invested enormously in improving its e-commerce business, delivery infrastructure and in-store experience in the last three years (Macrotrends LLC, 2019).    
Competitive comparison of the company’s dividend payout, dividend yield, and dividend per share 
Considering the consumer retailing stocks, the 2.47% dividend yield realized by Wal-Mart Stores Inc. is low as compared to other companies in the retail industry. In 2019, the dividend yield of Wal-Mart was less than that of Target Corp but greater than that of Costco Wholesale Corp. However, the company had the biggest dividend payout ratio followed by Target Corp and then Costco Wholesale Corp. In terms of dividend per share, Target Corp was leading in the industry followed by Wal-Mart and then Costco Wholesale Corp (Zacks Investment Research, 2019). 
Unlike Wal-Mart, Target’s dividend per share has been increasing while its dividend payout ratio has been decreasing over the last three years. Costco Wholesale Corp had the highest dividend growth rate of 12.3% per year among the three companies (Macrotrends LLC, 2019). The indications, then, are that Wal-Mart’s dividend strategy is to maintain a high payout ratio. Target Corp and Costco Wholesale Corp, however, use residual payout ratio strategy: investment opportunities are exploited and the remaining profit is distributed to shareholders (Zhen et al, (2017).
 Company’s earnings and dividends over the past three year
[bookmark: _GoBack]From the excel sheet, it is evident that Wal-Mart’s dividend per share increased as earnings per share (EPS) decreased over the three years. The apparently reasonable suggestions from the graph are that Wal-Mart’s dividend policy is to increase annual dividend continuously from its profit. That is, increasing the annual amount of earnings distributed to shareholders every year. On the contrary, some companies invest the earnings back in their expansion for some years before they start paying dividends. The more positive feature of this dividend policy is capital appreciation and thus higher returns in long-range. In addition to capital appreciation, Wal-Mart’s dividend policy ensures constant cash flow. Such a policy, however, is most suited for well-established businesses that can predict their performance and cash flows (Zhen et al, (2017).
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