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With many dividend payments due over coming months we have taken the opportunity to look 

at the performance of stocks on and around their ex-dividend date. Our findings confirm 

previous studies: that stock prices tend to see a run-up in the period immediately before the 

ex-div date and fall by less than the amount of the dividend on the ex-div date itself. The 

obvious conclusion is ‘Do not sell a stock prior to the ex-dividend date’! 

 We have examined the price behaviour of 80,000 ex-dividend events in 12 developed 

countries since the 1990s. Specifically, we calculated the average relative performance in 

the 30 days before the ex-div date, on the ex-div date, and in the 30 days after the stock 

traded ex-dividend. We look at both total and capital returns. Typically, the price of a stock 

– and hence its capital return – falls on the ex-div date as new buyers are not entitled to the 

dividend anymore. However, the total return, which includes the dividend, is often positive 

on the ex-div date, demonstrating that investors are being more than fully compensated for 

the drop in price. 

 We have also looked at the performance of stocks with differing levels of dividend yield. 

Not surprisingly, we find that higher yielding stocks see a higher total return on the ex-div 

date. That said, we could not find any compelling link between the dividend level and 

performance in the 30 days up to the ex-div date. 

 Finally, we have broken down our results for individual countries and sectors and observe 

a consistent ex-dividend premium in most cases. We note a stronger run-up in prices before 

the ex-div date, although weaker total returns on the ex-div date in recent years. 

Relative performance around the ex-dividend date: Global universe 1990-2011 

  

 
Source: SG Cross Asset Research, FTSE, FactSet 
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The ex-dividend anomaly  

Relative performance around the ex-div date in various regions 

The four charts below demonstrate our results for different regions. We focussed on the 

relative performance around the ex-div date for the UK, US, Europe ex-UK and Japanese 

stocks. 

In all regions, we see that stocks had a good run in the period prior to ex-div date and that the 

dividend payment was greater than the price drop on the day the stock went ex-dividend. 

Performance after the ex-div date tends to be flat versus the market, with the exception of 

Japan, where our sample was more volatile, showing a significant drop in the first week but 

recovering later. 

We noticed that typically higher-yielding regions, such as the UK and Europe ex-UK, 

had, on average, a higher overall total return in the period before and including the ex-

div date. This suggests a link between higher dividend yields and stronger ex-dividend 

effects. We investigated this in the following section where we checked whether this was the 

case for individual stocks as well. 

United Kingdom: ~7,500 ex-div events  United States: ~38,500 ex-div events 

     

 

 

 

Europe ex UK: ~5,500 ex-div events  Japan: ~16,500 ex-div events 

     

 

 

 
Source: SG Cross Asset Research, FTSE, FactSet   
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Is the ex-div effect stronger for higher yielding stocks? 

To answer this question we divided the average relative total return by the level of dividend 

yield and split our sample into five groups; i) 0% to 1%, ii) 1% to 2%, iii) 2% to 3%, iv) 3% to 

4%, and v) 4%+ yield.  

First, we looked at the total return on the ex-div date. Although the 1% to 2% group has 

shown a similar total return to the lowest yielding group, the three high yielding groups have 

actually shown much higher outperformance on the ex-div date, on a total return basis of 

course. Hence, not surprisingly, we find that higher yielding stocks tend to experience a 

stronger ex-dividend effect on the day the stock goes ex-dividend. 

Much has been written about the ex-dividend effect over the years, namely the anomaly that 

stocks tend to fall by less than the dividend on the ex-dividend date. Elton and Gruber
1
 in 

1970 were among the first to suggest differences between capital gains and income tax was 

to blame and since then hundreds of articles have sought to either replicate their work in 

different markets, or to come up with alternative theories. The most damaging of these points 

out that an ex-dividend effect still exists in markets without differential tax rates, or indeed 

with zero tax rates. Many (ourselves included) have failed to profit from the ex-dividend effect 

as a consequence of transaction costs, and a fair bit of academic research also makes this 

point along with a whole plethora of other microstructure explanations.  

What strikes us is that we don’t see any consistent performance pattern across stocks with 

different yields before the ex-div date. In theory, we would think higher yielding stocks would 

show better performance as we expect investors to be more keen on buying/or avoid selling 

these stocks to capture the higher dividend, but it is stocks in the lowest yielding group that 

actually had the best run before the ex-div date. It is worth pointing our here that many of 

these will be half yearly or quarterly dividends, so stocks with high payouts will be 

comparatively rare. In any case, selling a stock before it goes ex-div is not the best policy. 

Ex-div day performance by dividend yield  30-day pre ex-div day performance by dividend yield 

     

 

 

 
Source: SG Cross Asset Research, FTSE, FactSet   

                                                           
1 Elton, E. J., & Gruber, M. (1970). Marginal shareholder tax rates and the clientele effect. Review of 

Economics and Statistics, 52(1), 68-74.  

For a solid round up of much of the ex-dividend effect work it is worth looking up Elton and Gruber’s 

follow up piece issued some 32 years later Elton, Edwin J., Gruber, Martin J. and Blake, Christopher R., 

Marginal Stockholder Tax Effects and Ex dividend Day Behavior - Thirty-two Years Later (March 12, 2003). 

AFA 2004 San Diego Meetings; EFA 2003 Annual Conference Paper. Available at SSRN: 

http://ssrn.com/abstract=363620 or http://dx.doi.org/10.2139/ssrn.363620 
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Has the ex-dividend effect been consistent over the years? 

Since 1990, there has only been one year (2009) where we found an average negative total 

return on the ex-div date. The price run up to the ex-div date has also been pretty consistent 

and has only been negative in 1998, 1999 and 2007. 

Interestingly, the returns in the 30-day period before the ex-div date have been notably 

stronger in recent years. At the same time, the average total returns on the ex-div date have 

been weaker recently.  

Ex-div day performance by year  30-day pre ex-div day performance by year 

     

 

 

 
Source: SG Cross Asset Research, FTSE, FactSet   

Ex-dividend performance by country and sector 

Below we show the performance around the ex-div date for the developed countries for which 

we have a large enough sample. All countries show, on average, a positive performance 

before the ex-div date and all but Spain also show a positive total return on the ex-div date. 

Italy, Singapore, Germany and Australia show the best pre ex-dividend performance, while the 

Netherlands and France show the best performance on the ex-div date. 

Total Excess Return in basis points around ex-div day: Developed Countries 1990-2011 
 

Country ex-div day events -30 to 0 ex-div day 0 to +30 -30 to +30 

Australia 3250 117.7 18.8 15.1 152.1 

Canada 5464 57.5 26.5 -26.9 57.1 

France 1665 27.6 59.8 -35.3 51.9 

Germany 820 143.5 28.8 -31.9 140.2 

Italy 610 182.5 -1.5 -111.8 67.1 

Japan 16507 65.7 8.9 -14.2 60.4 

Netherlands 742 26.9 69.8 -16.6 80.1 

New Zealand 259 57.9 43.8 14.7 116.8 

Singapore 825 164.7 29.6 32.0 227.4 

Spain 882 114.7 -17.1 -64.8 32.0 

United Kingdom 7451 84.1 20.8 0.6 105.7 

United States 38680 45.3 7.9 0.4 53.6 

Source: SG Cross Asset Research, FTSE, FactSet 
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Similarly, in the table below we show the average performance across ICB super-sector. 

Again, we notice a consistent outperformance before and on the ex-div date for almost all 

sectors.  

Total Excess Return in basis points around ex-div day: Global ICB Super Sectors 1990-2011 
 

Sector Ex-div day events -30 to 0 Ex-div day 0 to +30 -30 to +30 

Automobiles & Parts 1930 32.9 24.7 27.5 85.3 

Banks 6160 91.7 12.9 -8.6 96.1 

Basic Resources 4117 31.9 21.0 -39.5 13.2 

Chemicals 3656 57.5 20.2 33.4 111.5 

Construction & Materials 2217 95.8 32.4 -84.7 42.8 

Financial Services 4553 58.8 18.3 5.2 82.5 

Food & Beverage 4284 65.4 11.2 -18.5 58.1 

Health Care 4115 80.9 14.3 2.2 97.6 

Industrial Goods & Services 12511 75.4 11.9 -5.1 82.2 

Insurance 3763 31.7 11.7 12.5 55.9 

Media 3122 -7.8 13.9 -15.5 -9.4 

Oil & Gas 4292 85.9 11.2 39.7 137.3 

Personal & Household Goods 4976 57.8 10.6 -15.3 53.1 

Real Estate 2595 43.9 29.4 24.7 98.2 

Retail 4909 37.0 16.3 -0.9 52.4 

Technology 2520 45.3 19.6 11.8 76.9 

Telecommunications 1846 111.6 -0.2 -66.4 44.2 

Travel & Leisure 1585 76.5 15.2 -27.2 64.4 

Utilities 5045 66.6 -13.2 -23.5 29.7 

Source: SG Cross Asset Research, FTSE, FactSet 

Ex-dividend season is about to kick off in Europe 

Why is all this important now? In Europe, with its often annual or large final dividend 

payments, ex-dividend dates and payments are highly concentrated in April and May. As we 

show below the bulk of these ex-dividend events occur in these two months, which contain 

over 65% of all the ex-dividend events and 50% of total dividend payments for the year. Given 

this and our findings this may provide a reason for European equity investors to hold on to 

equities over the comings weeks. It may also provide a reason to sell later on in May. 

Number of stocks in the Stoxx 600 going ex-dividend over the next three months 

  

 
Source: SG Cross Asset Research, STOXX, Bloomberg 
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APPENDIX 
 

 

ANALYST CERTIFICATION 

The following named research analyst(s) hereby certifies or certify that (i) the views expressed in the research report accurately 

reflect his or her personal views about any and all of the subject securities or issuers and (ii) no part of his or her compensation 

was, is, or will be related, directly or indirectly, to the specific recommendations or views expressed in this report:  Georgios 

Oikonomou, Andrew Lapthorne 
 

MSCI DISCLAIMER: The MSCI sourced information is the exclusive property of Morgan Stanley Capital International Inc. (MSCI). Without 

prior written permission of MSCI, this information and any other MSCI intellectual property may not be reproduced, redisseminated or 

used to create any financial products, including any indices. This information is provided on an ‚as is‛ basis. The user assumes the entire 

risk of any use made of this information. MSCI, its affiliates and any third party involved in, or related to, computing or compiling the 

information hereby expressly disclaim all warranties of originality, accuracy, completeness, merchantability or fitness for a particular 

purpose with respect to any of this information. Without limiting any of the foregoing, in no event shall MSCI, any of its affiliates or any 

third party involved in, or related to, computing or compiling the information have any liability for any damages of any kind. MSCI, Morgan 

Stanley Capital International and the MSCI indexes are service marks of MSCI and its affiliates or such similar language as may be 

provided by or approved in advance by MSCI. 

FOR DISCLOSURES PERTAINING TO COMPENDIUM REPORTS OR RECOMMENDATIONS OR ESTIMATES MADE ON 

SECURITIES OTHER THAN THE PRIMARY SUBJECT OF THIS RESEARCH REPORT, PLEASE VISIT OUR GLOBAL 

RESEARCH DISCLOSURE WEBSITE AT http://www.sgresearch.com/compliance.rha  or call +1 (212).278.6000 in the U.S. 

 

The analyst(s) responsible for preparing this report receive compensation that is based on various factors including SG’s total 

revenues, a portion of which are generated by investment banking activities. 

 

Non-U.S. Analyst Disclosure:  The name(s) of any non-U.S. analysts who contributed to this report and their SG legal entity 

are listed below. U.S. analysts are employed by SG Americas Securities LLC. The non-U.S. analysts are not 

registered/qualified with FINRA, may not be associated persons of SGAS and may not be subject to the FINRA restrictions on 

communications with a subject company, public appearances and trading securities held in the research analyst(s)’ account(s): 

Andrew Lapthorne Société Générale London, Rui Antunes Société Générale London, John Carson Société Générale London, 

Georgios Oikonomou Société Générale London 

 

 
IMPORTANT DISCLAIMER:  The information herein is not intended to be an offer to buy or sell, or a solicitation of an offer to buy or sell, any 

securities and has been obtained from, or is based upon, sources believed to be reliable but is not guaranteed as to accuracy or 

completeness.  SG does, from time to time, deal, trade in, profit from, hold, act as market-makers or advisers, brokers or bankers in relation to 

the securities, or derivatives thereof, of persons, firms or entities mentioned in this document and may be represented on the board of such 

persons, firms or entities.  SG does,, from time to time,  act as a principal trader in debt securities that may be referred to in this report and 

may hold debt securities positions.  Employees of SG, or individuals connected to them, may from time to time have a position in or hold any 

of the investments or related investments mentioned in this document.   SG is under no obligation to disclose or take account of this 

document when advising or dealing with or on behalf of customers.  The views of SG reflected in this document may change without notice.  

In addition, SG may issue other reports that are inconsistent with, and reach different conclusions from, the information presented in this 

report and is under no obligation to ensure that such other reports are brought to the attention of any recipient of this report.    To the 

maximum extent possible at law, SG does not accept any liability whatsoever arising from the use of the material or information contained 

herein.  This research document is not intended for use by or targeted to retail customers.  Should a retail customer obtain a copy of this 

report he/she should not base his/her  investment decisions solely on the basis of this document and must seek independent financial advice.  

 

The financial instrument discussed in this report may not be suitable for all investors and investors must make their own informed decisions 

and seek their own advice regarding the appropriateness of investing in financial instruments or implementing  strategies discussed herein.    

The value of securities and financial instruments is subject to currency exchange rate fluctuation that may have a positive or negative effect on 

the price of such securities or financial instruments, and investors in securities such as ADRs effectively assume this risk.  SG does not provide 

any tax advice.  Past performance is not necessarily a guide to future performance.   Estimates of future performance are based on 

assumptions that may not be realized.  Investments in general, and derivatives in particular, involve numerous risks, including, among others, 

market, counterparty default and liquidity risk.   Trading in options involves additional risks and is not suitable for all investors.  An option may 

become worthless by its expiration date, as it is a depreciating asset.  Option ownership could result in significant loss or gain, especially for 

options of unhedged positions. Prior to buying or selling an option, investors must review the "Characteristics and Risks of Standardized 

Options" at http://www.optionsclearing.com/publications/risks/riskchap.1.jsp.  

  

F73452

http://www.sgresearch.com/compliance.rha


Quant Quickie 

27 March 2012 7 

 

 

 

Important European MIFID Notice: The circumstances in which material provided by SG  European Fixed Income (Credit) & Forex Research, 

SG Commodity Research, SG Convertible Research and SG Equity Derivatives Research have been produced are such (for example, because 

of reporting or remuneration structures or the physical location of the author of the material) that it is not appropriate to characterize it as 

independent investment research as referred to in the European Markets in Financial Instruments Directive  and that it should be treated as 

marketing material even if it contains a research recommendation (“recommandation d’investissement à caractère promotionnel”).  However, it 

must be made clear that all publications issued by SG will be clear, fair and not misleading.  For more details please refer to SG’s Policies for 

Managing Conflicts of Interest in Connection with Investment Research posted on SG’s disclosure website referenced herein. 

Notice to French Investors:  This publication is issued in France by or through Société Générale ("SG") which is authorised and supervised 

by the Autorité de Contrôle Prudentiel and regulated by the Autorite des Marches Financiers.  

Notice to U.K. Investors:  This publication is issued in the United Kingdom by or through Société Générale ("SG"), London Branch . Société 

Générale is a French credit institution (bank) authorised and supervised by the Autorité de Contrôle Prudentiel (the French Prudential Control 

Authority). Société Générale is subject to limited regulation by the Financial Services Authority (“FSA”) in the U.K. Details of the extent of SG's 

regulation by the FSA are available from SG on request. The information and any advice contained herein is directed only at, and made 

available only to, professional clients and eligible counterparties (as defined in the FSA rules) and should not be relied upon by any other 

person or party. 

Notice to Polish Investors: this document has been issued in Poland by Societe Generale S.A. Oddzial w Polsce (“the Branch”) with its 

registered office in Warsaw (Poland) at 111 Marszałkowska St. The Branch is supervised by the Polish Financial Supervision Authority and the 

French ”Autorité de Contrôle Prudentiel”. This report is addressed to financial institutions only, as defined in the Act on trading in financial 

instruments. The Branch certifies that this document has been elaborated with due dilligence and care. 

Notice to U.S. Investors:  For purposes of SEC Rule 15a-6, SG Americas Securities LLC (“SGAS”) takes responsibility for this research report. 

This report is intended for institutional investors only.  Any U.S. person wishing to discuss this report or effect transactions in any security 

discussed herein should do so with or through SGAS, a broker-dealer registered with the SEC and a member of FINRA, 1221 Avenue of the 

Americas, New York, NY 10020.  (212)-278-6000. 

Notice to Singapore Investors:  This document is provided in Singapore by or through Société Générale ("SG"), Singapore Branch and is 

provided only to accredited investors, expert investors and institutional investors, as defined in Section 4A of the Securities and Futures Act, 

Cap. 289.  Recipients of this document are to contact Société Générale, Singapore Branch in respect of any matters arising from, or in 

connection with, the document.  If you are an accredited investor or expert investor, please be informed that in SG's dealings with you, SG is  

relying on the following exemptions to the Financial Advisers Act, Cap. 110 (“FAA”): (1) the exemption in Regulation 33 of the Financial 

Advisers Regulations (“FAR”), which exempts SG from complying with Section 25 of the FAA on disclosure of product information to clients; 

(2) the exemption set out in Regulation 34 of the FAR, which exempts SG from complying with Section 27 of the FAA on recommendations; 

and (3) the exemption set out in Regulation 35 of the FAR, which exempts SG from complying with Section 36 of the FAA on disclosure of 

certain interests in securities. 

Notice to Hong Kong Investors:  This report is distributed in Hong Kong by Société Générale, Hong Kong Branch which is licensed by the 

Securities and Futures Commission of Hong Kong under the Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong) 

("SFO"). This document does not constitute a solicitation or an offer of securities or an invitation to the public within the meaning of the SFO.  

This report is to be circulated only to "professional investors" as defined in the SFO. 

Notice to Japanese Investors: This publication is distributed in Japan by Societe Generale Securities (North Pacific) Ltd., Tokyo Branch, 

which is regulated by the Financial Services Agency of Japan.  This document is intended only for the Specified Investors, as defined by the 

Financial Instruments and Exchange Law in Japan and only for those people to whom it is sent directly by Societe Generale Securities (North 

Pacific) Ltd., Tokyo Branch, and under no circumstances should it be forwarded to any third party. The products mentioned in this report may 

not be eligible for sale in Japan and they may not be suitable for all types of investors. 

Notice to Australian Investors:  This document is issued in Australia by Société Générale (ABN 71 092 516 286) ("SG").  SG is regulated by 

APRA and ASIC and holds an AFSL no. 236651 issued under the Corporations Act 2001 (Cth) ("Act"). The information contained in this 

document is only directed to recipients who are wholesale clients as defined under the Act. 

Notice to Canadian Investors: This document is for information purposes only and is intended for use by Permitted Clients, as defined under 

National Instrument 31-103, Accredited Investors, as defined under National Instrument 45-106, Accredited Counterparties as defined under 

the Derivatives Act (Québec) and "Qualified Parties" as defined under the ASC, BCSC, SFSC and NBSC Orders   

 

http://www.sgcib.com. Copyright: The Société Générale Group 2012.  All rights reserved. 

This publication may not be reproduced or redistributed in whole in part without the prior consent of SG or its affiliates. 

 

 

F73452


