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Abstract: 

This study aims at analyzing whether the dividend yield and beta can be applied on creating the investment strategies to beat 
the stock market. According to the data on the listed companies in Stock Exchange of Thailand during 1995 – 2018, it is found 
that the portfolios which consist of high-dividend yield and low beta stocks significantly yield a higher return than the stock 
market. The results show that the return of High Dividend and Low Beta Portfolio in the past 24 years from 1995 to 2018 was 
significantly higher than Stock Exchange of Thailand Total Return Index (SET TRI) for 19 years. 
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Introduction 
According to Gordon Growth Model (Gordon 1959, Gordon and Shapiro 1956) the expected return on a security 
consists of expected dividend yield and expected long-term growth rate. If the stock has higher expected dividend 
yield, it is likely to have higher expected return on a security. In addition, based on classic Capital Asset Pricing 
Model (CAPM) (Sharpe 1964, Lintner 1965, Mossin 1966), the micro view regarding the expected return and risk 
was expanded from the research of Markowitz (1952) and developed to macro view or overall economic view 
related to the expected return and risk. In other words, Markowitz’s research mentioned the relationship between 
expected return and risk in the view of each investor on their appropriate portfolio allocation (individual optimization). 
However, the research conducted by Sharpe (1964), Lintner (1965) and Mossin (1966) suggested that, if all 
investors allocate the appropriate portfolio by analyzing mean and variance in accordance with Markowitz’s notion 
with determination of additional conditions and assumptions, we will be able to identify the relationship between the 
expected return and risk in the form of general equilibrium.  

Additional conditions and assumptions include:  
§ The investor is rational and risk averse investor; 
§ The investor has the equal period of investment; 
§ Existence of risk-free assets;  
§ All investors can take out loans or offer loans at the interest rate equivalent to the risk-free return rate; 
§ The capital market is perfectly competitive and frictionless.  
Based on the above conditions and assumptions at equilibrium level, the asset price will be determined by 

demand and supply of the assets, meaning the investor behavior reflects the asset expected return. In other words, 
the expected return of each asset in the market must be determined risk-free rate, beta and market risk premium. 
According to the Capital Asset Pricing Model or CAPM, the beta value is used to measure systemic risk of stocks. 
According to the theory, the stock containing a higher beta value will have a higher systemic risk and supposed to 
have a higher expected return. The stock having the beta value higher than 1 shall bear a higher risk than the stock 
market which also should have a higher expected return than stock market while the stock having the beta value 
lower than 1 should have a lower risk than the stock market which should also have a lower expected return than 
the expected return on stock market.  

This study aims at analyzing whether the dividend yield and beta value can be applied on creating the 
investment strategies to beat the stock market. It was found that the portfolios which consist of high-dividend yield 
and low beta stocks significantly yield a higher return than the stock market.  
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1. Literature review 
Based on the related research and articles, it was found that the articles supporting investment in dividend stocks 
have been increasingly published, which reflects the potentials of dividend stocks to yield higher returns than other 
alternatives that yield lower dividend or growth shares as dividend is important for the overall returns. Examining 
equity returns for the 2000 years, Arnott (2003) concluded that dividends were the main important source of the 
real return investors would expect from stocks. Tweedy and Browne (2007) published the article “The high dividend 
yield return advantage: an examination of empirical data associating investment in high dividend yield securities 
with attractive returns over long measurement periods” with the aim of investigating the return which is higher than 
the market in the past period by using the stocks with top 20 dividend yield in S&P 500 Index as the basis to 
calculate the return rate. It was found that those stocks had higher return than the overall return of S&P 500 Index. 
This article also mentioned that the result of Dividend Reinvestment at the time of the stock market decline could 
reduce the loss of stocks. 

Graham and Dodd (1934) mentioned that the prime purpose of a business corporation is to pay dividends 
regularly and, presumably, to increase the rate as time goes on. They emphasized that the stocks paying high 
dividend would have higher return than the past and lower frustration than the stocks without dividend payout. 
Furthermore, during the economic crisis or decline, the stocks with dividend payout would give higher return than 
the market.  

Korn and Kuntz (2015) studied and presented the potentials of employing low beta investment strategies. It 
was found that the portfolio with small stocks having low beta have more weight than stocks with higher beta, 
resulting higher average return than the portfolio giving more weight to stocks with high beta. It was stated that the 
stocks with low beta could produce positive premium, leading to higher return. Therefore, employment of these 
strategies on investment could be promising. Safari (2009) suggested that long-term investors in Malaysia tend to 
use the dividend yield to measure the value of stocks prior to purchase regardless of economic situation. It was 
found that dividend yield and return rate are significantly related. It was also found that the stocks with higher 
dividend yield will have higher return. However, this correlation will be positive during Bear Market and negative 
during Bull Market.  

Dimson et al. (2002) published the article concerning the result of dividend yield by classifying the stocks in 
accordance with the high and low level of dividend yield and allocate them to portfolio to calculate the superior 
return in comparison with the market. This is in line with the research by Visscher and Filbeck (2003) which 
mentioned Canada’s stock market and compared the stocks with high dividend yield with Toronto Index during the 
period of 10 years. It was found that the stocks with dividend yield have higher return than the market, and this 
higher gap can be compensated by other costs such as transaction cost and tax cost, which is the reason to support 
investment in the stocks with high dividend yield. Baker and Wurgler (2004) proposed that the prevailing investor 
demand for dividend payers was a key driver for the company to pay dividends. Managers provided to investors by 
paying dividends when investors put a stock price premium on payers. Long and Hanh (2019) examined the short 
and long - run relationship among macroeconomic indicators and the Vietnamese stock prices. This study 
suggested that in the long run dynamics, there were one positive relationships between Vietnamese stock prices 
index measuring by VN-Index and real industrial production and five negative relationships between VN-Index and 
the others macro indicator.  

Christoffersen and Simutin (2017) found that high-risk investment may not always result in high return but 
adversely affect the investment potential. Investment in the stocks with low beta instead of the stocks with high beta 
may result in better return as the stocks have lower frustration and risk. This aligns with the research by Baker, 
Bradley and Wurgler (2011) suggesting that the stocks with high beta have lower efficiency than the stock with low 
beta as when the demand of stocks with high beta increases to the extent that the stock price increases, the future 
return is like to get low. It can be concluded that beta value and the future return are negatively correlated. This is 
in line with Sialm and Starks (2012) arguing that investment in the stocks with high beta is not suitable for long-
term investment.  
2. Method 
This study obtained the information of listed companies in the Stock Exchange of Thailand and SET Total Return 
(SET TRI) Index during 1995 – 2018, whereas SET Total Return (SET TRI) Index is the calculation of return of all 
kinds of the investment in stocks to reflect the result in the form of index, which include capital gain/loss, rights, and 
dividends. The company information used to establish high dividend and low beta portfolio consists of the stock 
price and dividend per share. The process of establishment of high dividend and low beta portfolio is as follows:  
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Step 1: Use the stock price and dividend per share (DPS) to calculate dividend yield based on the following formula: 
!"#$×&''
#()*+	"-.*/$

           (1) 

Table 1 exemplifies the calculation of dividend yield of 10 companies in 2015. 
Table 1. Calculation of dividend yield of 10 companies in 2015 

Stock Stock price DPS Dividend Yield (%) 
ASK 19.40 1.30 6.70% 
KWC 210.00 5.50 2.62% 
NSI 93.00 6.00 6.45% 
PATO 10.70 0.92 8.60% 
SAMTEL 14.80 0.25 1.69% 
SAUCE 23.70 1.10 4.64% 
SCG 5.05 0.18 3.56% 
TOPP 139.50 4.60 3.30% 
TVO 23.50 1.00 4.26% 
TMB 2.42 0.06 2.48% 

 

For instance, in 2015, SAMTEL price was 14.8 Baht and the dividend per share was 0.25 Baht per share. 
Based on the above formula, the Dividend Yield was: 
'.12×&''
&3.4

= 1.689%          (2) 

Step 2: Calculation of Beta 
At this stage, the daily return of SET Index and daily return of the stocks in the past one year were obtained 

to run Ordinary Least Square (OLS) Regression. The slop of OLS Regression was used as beta of the stocks that 
year. Table 2 exemplifies the beta of the stocks of 10 companies in 2015.  

Table 2. Beta of the stocks of 10 companies in 2015 

Stock Beta 
ASK 0.552 
KWC -0.032 
NSI 0.653 
PATO 0.247 
SAMTEL 1.768 
SAUCE 0.177 
SCG 0.369 
TOPP 0.233 
TVO 0.288 
TMB 1.166 

 

Step 3: In each year, the stocks were arranged according to the dividend yield calculated in Step 1.  

The stocks with high dividend yield were ranked number 1, followed by those with lower dividend yields to 
the stocks with the lowest dividend yield. After that, the stocks were arranged according to beta calculated in Step 
2 whereby the stocks with lowest beta were ranked the top. Then, the ranks of dividend yield and beta were 
combined as total rank. Table 3 exemplifies the raking of stocks of 10 companies in 2015. For example, in 2015 
SAMTEL was ranked 192 in the list of stocks with high dividend yield and 273 in the stocks with low beta. Then, 
the two ranks were combined to make the total rank. Therefore, in 2015, the total rank of SAMTEL was 192+273 = 
465.  

When obtaining the total rank of all stocks in each year, they were arranged from low to high and classified 
into 5 Quintiles. The stocks belonging to Quintile 1 had the highest dividend yield with the lowest beta while those 
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in Quintile 5 had the lowest dividend yield with the highest beta. According to the classification, the stocks with the 
lowest total rank have the highest dividend yield and high beta. Based on Table 3, in 2015, PATO was classified in 
Quintile 1 while SAMTEL was in Quintile 5.  

Table 3 Calculation of total rank of sample stocks in 2015 

Stock Rank Dividend 
Yield 

Rank 
Beta 

Total 
Rank 

Rank 
Percentile 

ASK 17 137 154 0.141 
KWC 136 8 144 0.112 
NSI 21 153 174 0.188 
PATO 8 72 80 0.021 
SAMTEL 192 273 465 0.938 
SAUCE 54 57 111 0.068 
SCG 93 100 193 0.253 
TOPP 102 69 171 0.177 
TVO 63 86 149 0.126 
TMB 143 236 379 0.807 

 

Step 4: Build portfolio consisting of stocks belonging to each Quintile in the form of equally weighted portfolio and 
calculate the return of each portfolio in comparison with the return from SET TRI Index. Table 4 shows the 
return of 5 Quintile Portfolio in comparison with the return from SET TRI Index in 2015.  

Table 4. Return of 5 Quintile portfolio in comparison with the return from SET TRI Index in 2015 

2015 
Quintile 1st  2nd  3rd  4th  5th  
Portfolio Return 7.75% 1.24% 0.47% 1.48% -4.59% 
SET TRI -11.21% -11.21% -11.21% -11.21% -11.21% 

As seen from Table 5, Portfolio Quintile 1 which consists of the stocks with high dividend yield and low beta 
yielded higher return in comparison with other Quintiles and SET TRI Index.  
3. Results 
Table 5 shows the return of Portfolio Quintile 1 which is high dividend yield and low beta portfolio in comparison 
with the return from SET TRI Index from 1995 to 2018, totaling 24 years.  
Table 5. Return of portfolio Quintile 1 which is High Dividend Yield and Low Beta Portfolio in comparison with the return from 

SET TRI Index from 1995 to 2018 

Year High Dividend Yield and Low 
Beta Portfolio Return SET TRI T-value 

1995 -5.50% -4.68% -1.01 
1996 -10.08% -33.34% 17.58*** 
1997 -30.98% -52.61% 9.41*** 
1998 31.42% -3.54% 13.56*** 
1999 67.96% 37.65% 15.40*** 
2000 1.11% -42.93% 38.73*** 
2001 62.32% 22.77% 23.20*** 
2002 78.40% 20.98% 24.70*** 
2003 145.37% 121.64% 3.19*** 
2004 12.96% -10.73% 5.62*** 
2005 14.78% 11.02% 1.50 
2006 31.10% -0.08% 26.42*** 
2007 33.51% 30.33% -7.10*** 
2008 -25.91% -43.62% 43.89*** 
2009 81.98% 68.86% 9.30*** 
2010 59.70% 45.60% 8.39*** 
2011 13.22% 3.47% 16.54*** 
2012 68.32% 39.71% 34.14*** 
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Year High Dividend Yield and Low 
Beta Portfolio Return SET TRI T-value 

2013 9.24% -3.43% 24.77*** 
2014 43.66% 18.88% 23.14*** 
2015 7.75% -11.21% 27.13*** 
2016 20.63% 23.85% -4.35*** 
2017 13.78% 17.30% -8.94*** 
2018 1.91% -8.08% 18.55*** 

Note: *, **, *** statistically significance at 0.1, 0.05 and 0.01 accordingly 

The results of this study suggest that the return of high dividend and low beta Portfolio in the past 24 years 
from 1995 to 2018 was significantly higher than SET TRI Index for 19 years and significantly lower than SET TRI 
Index for 3 years. It can be concluded that the dividend yield of the stocks with high dividend yield tend to be higher 
than the market despite the period of low total return.  

Figure 1 shows that if 1 Baht is invested at the beginning of 1995 in high dividend and low beta portfolio and 
SET TRI Index and the investment continues to 2018, in 2018, the value of high dividend and low beta portfolio 
would increase to 192.5 Baht while the value of SET TRI Index would grow to 2.645 Baht only, which can be 
concluded that high dividend and low beta portfolio obviously yielded better return than SET TRI Index.  

Figure 1 Comparison of 1-Baht Investment in High Dividend and Low Beta Portfolio with SET TRI Index 

 
Conclusion 
Based on Gordon Growth Model and Capital Asset Price Model (CAPM), the expected stock return should depend 
on expected dividend yield and systematic risk measured by stock’s beta. Theoretically, stocks with higher expected 
dividend yield and higher systematic risk should yield higher expected return. This study analyzed whether the 
dividend yield and beta value could be used to create investment strategies that win over the market.  

According to the information about the listed companies in the Stock Exchange of Thailand during 1995 – 
2018, The results showed that out of 24 years, there were 19 years where the return of high dividend and low beta 
portfolio was significantly higher than SET TRI Index.  

Thus, it was found that high dividend and low beta portfolio yielded higher return that wins over the market. 
The stocks with high dividend having high expected return were in line with the theory. However, the stocks with 
low beta should be theoretically yielded low expected return resulted in high expected return than the market if 
dividend yield is used for establishment of high dividend and low beta portfolio.  
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