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Abstract 

This study investigates the relationship between economic policy uncertainty and corporate 
dividend cash payments in Brazil. The literature provides conflicting predictions regarding 
this relationship. From a precautionary perspective, heightened uncertainty increases the value 
of liquidity, raises the cost of external financing and amplifies revenue volatility, encouraging 
firms to retain internal funds and reduce dividend distributions in order to preserve liquidity. 
Under real options logic, the irreversibility of financial commitments reinforces incentives to 
postpone payouts when future conditions are uncertain. Conversely, agency-based 
explanations suggest that rising uncertainty, by constraining investment opportunities and 
increasing free cash flow accumulation, may intensify shareholder pressure for dividend 
payments as a mechanism to limit managerial discretion. Given these competing mechanisms, 
the direction of the relationship is treated as an empirical question. Using firm-level panel 
data from Brazilian listed companies between 2010 and 2024, the analysis combines fixed-
effects estimations, instrumental variable fixed effects and unconditional quantile regressions. 
While mean-based panel regressions do not detect a statistically significant average effect of 
EPU on dividend payments, quantile regressions reveal pronounced distributional 
heterogeneity. The negative impact of uncertainty is concentrated in the lower quantiles of the 
dividend-to-assets distribution, whereas firms in the upper quantiles exhibit no significant 
response. The results remain stable across multiple robustness tests, including alternative 
sample compositions, exclusion of government-influenced firms, and removal of pandemic 
years. A sensitivity analysis employing the Brazilian five-year CDS spread as a market-based 
proxy for uncertainty replicates the distributional pattern observed with the EPU index. The 
findings indicate that policy uncertainty affects dividend policy in a non-linear and 
heterogeneous manner, consistent with a precautionary adjustment concentrated among firms 
with lower payout intensity. 
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Introduction 
Corporate finance literature is built upon investment, capital structure, cash retention, 

and dividend policies. Empirical findings on economic policy uncertainty documents that 
firms postpone capital expenditures during periods of instability (Caixe, 2022; Gulen & Ion, 
2016; Norberto et al., 2024), which coexists with a dampening of long-term debt (Barros et 
al., 2025; Zhang et al., 2015). Related to liquidity, evidence on cash holdings remains divided 
since precautionary motive suggests firms accumulate reserves as uncertainty intensifies 
(Demir & Ersan, 2017; Souza et al. 2022) and other findings also indicate a more complex 
relationship (Caixe, 2025; Das, Hasan, & Sutradhar, 2024; Vuong et al., 2023). This lack of 
consensus extends to dividend decisions, where empirical results report negative (Choi & 
Park, 2024; Liu et al., 2018; Tran, 2020), positive (Attig et al., 2021; Li et al., 2024; 
Maquieira et al., 2023; Sarwar et al., 2020; Sarwar et al., 2020; Sarwar & Hassan, 2021; 
Baker et al., 2021); and non-linear trend (Maquiera et al., 2023). This paper addresses the 
conflicting empirical findings regarding the dividend-uncertainty relationship. 

Companies undertake investment projects with positive net present value and adjust 
their financing structure to support growth (Myers, 1977). However, given the fact that 
investment decisions are propense to involve irreversibility, uncertainty regarding future 
payoffs and management discretion in timing decision (Bernanke, 1983), the net present value 
rule becomes insufficient to decide to commit or not. Under such conditions, investment 
opportunities embed an option value associated with waiting. It leads firms to postpone 
capital expenditures despite positive expected returns (Dixit & Pindyck, 1994). Postponement 
under uncertainty tends to coincide with lower long-term debt issuance, reflecting reduced 
financing needs and higher external financing costs. As internal cash flows are not immediacy 
allocated to capital expenditures, firms also face decisions regarding liquidity management. 
Within this framework, real options theory reaches precautionary corporate needs and 
suggests that cash accumulation is a conditional response to uncertainty, shaped by financial 
constraints, debt cost and investment irreversibility. 

On the other side, unlike investment or financing decisions, dividend policy responds 
to a broader set of incentives. The first regards Economic Regulation. Dividend payment is 
Law-regulated, although they comprise different rules among countries. The direction 
perceived by Law can consider the protection of minorities which in turn carry out dividend 
payment affairs to country level institutional governance (Bozos et al., 2023; Kavadis et al., 
2023; Martins & Libonati, 2022; Velásquez et al., 2023; Vancin & Procianoy, 2022). Second 
relates to the market signaling issue since corporations may use dividend payments as a 
mechanism of information asymmetry attenuation. As long as dividend payment cuts tend to 
be negative for market corporate valuation, the commitment of payment may be interpreted as 
a signalization for expected stable profit (Baker et al. 2021; Guttman et al., 2010; Miller & 
Rock, 1985; Sarwar et al., 2020).  

Third concerns agency problems and free cash flow affairs. Dividend payments reduce 
the resources available for low net present value projects that may be preferred by managers 
at the expense of investors, thereby limiting managerial discretion. As internal funds become 
scarcer due to dividend distributions, new investment projects are more likely to be subject to 
external scrutiny from investors and financing institutions, which mitigates agency conflicts 
(Easterbrook, 1984; Jensen, 1986; Gonzalez & Guzman, 2020; Hoang et al., 2024). Fourth 
considers restrictions on corporate expansion. Firms facing a broad set of profitable 
investment opportunities may reduce dividend distributions, as part of their financing needs 
depends on the retention of internal funds. In this case, dividend policy reflects the trade-off 
between preserving financial flexibility to support future investments and distributing cash to 
shareholders, rather than a purely residual decision (Fama & French, 2001; Denis, 2008; 
Bhattacharya et al., 2024). 
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These incentives suggest that the channel through which uncertainty reaches dividend 
policies differs from option-based or trade-off approaches in frequent use applied in 
investigations regarding capital expenditures or long-term debt decisions. The nature of these 
decisions differs, as investment and financing activities exert a direct and measurable 
influence on revenue generation and future profitability, while dividends represent a 
distribution of accumulated wealth rather than an active driver of operational growth. As a 
result, dividend responses to uncertainty may be less direct and more context-dependent, 
corroborating the importance of exploring how policy uncertainty affects corporate dividends. 

This paper aims to investigate the relationship between dividend payments and 
economic policy uncertainty. It fits in contribution to literature on economic policy 
uncertainty and corporate payouts by examining the Brazilian case using firm-level data. It 
introduces four key innovations. First, it adopts a dividend proxy based on cash dividends 
divided by total assets. The prevailing literature utilizes dividend yield (dividend per share to 
stock price) or payout ratio (earnings per share to net income). However, uncertainty affects 
stock prices and the accounting performance of firms (Baker, Bloom & Davis, 2016), which 
may upward biased dividend yield via price drops or distort the payout ratio through effects 
on earnings (Hoang et al., 2024). By using total assets — a base employed in studies of 
investment, cash, and leverage — the research isolates the variation of dividends paid over 
time (Maquieira et al., 2023). Second, the study utilizes the Credit Default Swap (CDS) as an 
additional proxy for uncertainty. Evidence indicates that increases in CDS spreads correlate 
with loss of market value and deterioration of investment expectations, reflecting changes in 
the economic and financial environment (Longstaff et al., 2011). In the Brazilian context, 
studies show that the CDS responds to uncertainty shocks and macroeconomic expectations 
(Oliveira & Pinto, 2016), suggesting its function as a relevant alternative to news-based 
measures such as the economic policy uncertainty. 

The following contribution regards Brazilian capital markets environment. 
Approached by aggregated monthly time series, national literature documents that economic 
policy uncertainty negatively correlates with current stock returns and positively with future 
excess returns affect market valuation, but did not present significance with dividend growth 
(Gea et al., 2021). Despite this, the response of dividend policy to uncertainty fluctuations 
remains under-explored in the Brazilian context in comparison to developed markets and 
other emerging economies (Sarwar & Hassan, 2021; Velásquez et al., 2023) considering firm 
level longitudinal analysis.  

In light of these considerations, this paper investigates whether mean-based linear 
estimators are adequate to capture the effect of policy uncertainty on dividend policy in an 
institutional setting like Brazil. The Brazilian market is characterized by mandatory dividend 
rules, high ownership concentration, and strong insider control, features that are likely to 
generate heterogeneous payout responses across firms. It is believed that is unlikely that a 
single average effect of uncertainty meaningfully summarizes corporate behavior. Rather, 
policy uncertainty may induce precautionary cuts among financially constrained or low-
payout firms, while simultaneously reinforcing agency- or signaling-driven distributions 
among high-payout firms. Aggregating these opposing reactions into a single regression 
coefficient can attenuate the estimated effect, even when economically relevant adjustments 
occur along the distribution of dividends. 
 
2 Literature on corporate dividends and economic policy uncertainty 
 
2.1 Precautionary Channel 

The precautionary approach posits that uncertainty regarding future economic policy 
conditions induces firms to retain internal funds. Under elevated uncertainty, the cost of 
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capital tends to rise, while access to credit becomes more constrained. Amid rising uncertainty 
and elevated financing costs, dividend distributions increase the opportunity cost of capital 
allocation and are reduced in favor of liquidity preservation. Empirical evidence from private 
and state-owned firms in both emerging and developed markets documents significant 
reductions in dividend payments during periods of increased political and regulatory 
instability. Choi and Park (2024) provide evidence that Korean private firms, particularly 
those dependent on bank financing, exhibit a lower propensity to pay dividends during 
episodes of heightened economic policy uncertainty. The authors argue that firms with higher 
cash flow volatility and leverage face a greater need to build internal reserves for 
precautionary motives, thereby reinforcing a retention-oriented payout policy. 

Similar results are reported by Tran (2020), who shows that firms with greater 
exposure to external shocks adjust their payout ratios downward in response to rising 
uncertainty. The author asserts that this behavior could also be interpreted through the lens of 
the corporate life cycle theory. Firms at early or intermediate stages, which possess 
investment opportunities and face limited external financing access, tend to prioritize liquidity 
over profit distribution. The presence of uncertainty amplifies this behavior, as it projects 
instability over future revenues and calls for greater caution in resource management. 

Build on different support, Baker et al. (2021) examine the signaling role of dividends 
during periods of heightened uncertainty. They argue that although firms face incentives to 
build up cash, many are reluctant to cut dividends to avoid sending negative signals to the 
market. This ambiguity reinforces the coexistence of competing pressures in times of high 
uncertainty. 
 
2.2 Agency Conflict Channel 

An alternative perspective for dividend policy is grounded in Agency Theory. Rising 
uncertainty, by suppressing investment activity and leading to cash accumulation, intensifies 
conflicts between shareholders and managers over the use of retained earnings. Under such 
conditions, shareholders may exert pressure for dividend payouts to reduce managerial 
discretion over cash holdings. Attig et al. (2021) document a positive association between 
EPU and dividend payments in a cross-country sample of listed firms. The authors interpret 
this pattern as a managerial response to shareholder pressure aimed at mitigating agency 
problems arising from excessive cash retention. This logic is consistent with the hypothesis 
that, under uncertainty, the marginal value of external monitoring over cash usage increases. 

This evidence is reinforced by Li et al. (2024) that showed that the positive 
relationship between EPU and dividends is stronger among firms with low ownership 
concentration, limited state control, and lower financial constraints. In these firms, 
governance structures tend to be more decentralized, heightening the risk of managerial 
decisions misaligned with shareholder interests and rendering dividends a relevant 
disciplinary mechanism. 

Maquieira et al. (2023) provide evidence of a non-linear relationship. Studying 
Chilean firms, the authors identify a U-shaped relationship between EPU and dividend 
payouts, where distributions decrease under moderate uncertainty but tend to increase when 
uncertainty reaches extreme levels. This suggests that under severe risk, pressure to discipline 
managers and stabilize market expectations may intensify, leading to higher payouts as a 
compensatory mechanism. 

Research in the banking sector further indicates that the effect of EPU on dividend 
policy may depend on governance structure and the degree of managerial oversight. Sarwar 
and Hassan (2021) find that boards with greater financial expertise tend to maintain or even 
raise dividends under uncertain conditions, signaling operational stability and mitigating 
adverse market reactions. 
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The literature regarding the relationship between economic policy uncertainty and 
dividend policy lacks a universal consensus. On the contrary, evidence suggests that the 
direction of this relationship is contingent upon firm-specific characteristics and the 
institutional environment. On one hand, the precautionary motive predominates in contexts of 
high financial constraints and information opacity. Choi and Park (2024) demonstrate that 
private firms, lacking capital market access, curtail dividends to ensure survival. This 
conservative behavior is further corroborated in emerging markets such as China, where Liu 
et al. (2018) and Sarwar et al. (2020) observe that uncertainty leads to either the reduction or 
cessation of payouts to preserve cash flow in the face of elevated external financing costs. 
Furthermore, Sepúlveda Velásquez et al. (2023) warn that, under mandatory dividend 
regimes, EPU exacerbates the decline in investment opportunities, forcing an even more 
cautious management of internal resources. On the other hand, the signaling and agency 
channels prevail in environments where information asymmetry is costly. In contrast to the 
precautionary view, Attig et al. (2021) and Baker et al. (2021) contend that public firms 
increase dividends to mitigate agency costs and reassure anxious investors. This signaling 
imperative is so critical that it manifests even during specific political events: Farooq and 
Ahmed (2019) document that U.S. firms increase dividends during presidential election years 
to reduce the opacity generated by political volatility. 

These studies indicate that variation in dividend responses to uncertainty is shaped by 
firm-specific characteristics. Certain works associate this variation with board composition 
and expertise (Sarwar & Hassan, 2021), suggesting that financial experience at the board level 
influences the decision to maintain payments under unstable conditions. Others relate payout 
behavior to strategic positioning. Hoang et al. (2024) report that firms identified as 
'Prospectors' adjust dividend policies under uncertainty in ways that differ from 'Defenders', 
aligning payout with strategic signaling objectives. A third strand emphasizes non-linear 
dynamics. Maquieira et al. (2023) identify a U-shaped pattern in Chilean firms, where payouts 
decrease under moderate uncertainty and increase when risk conditions reach higher 
thresholds. These findings suggest that dividend policy is sensitive to uncertainty and non-
linear.  

Beyond theoretical divergence, the literature describes persistent heterogeneity in 
corporate financial policies, driven by structural and financial differences across firms. 
Corporations do not exhibit a uniform response to uncertainty shocks. The sensitivity of 
payouts depends on attributes such as financing constraints and cash flow regularity. The 
financial friction perspective holds that firms with limited market access rely on internal 
liquidity and reduce distributions to prevent future investment limitations. According to the 
free cash flow framework, firms with excess cash continue payouts under uncertainty to 
address agency issues, while firms with volatile income reduce distributions more rapidly. 
These distinctions indicate that the relationship between dividends and uncertainty reflects a 
trade-off between capital preservation and the mitigation of asymmetry and agency-related 
concerns.  
 
3 Sample, data and methods 
 
3.1 Sample and data 

Accounting and financial data for corporations listed on the Brazilian stock exchange 
B3 (Brasil, Bolsa, Balcão) were obtained from the Refinitiv® database on an annual basis. 
The sample period spans from 2010 to 2024. The series begins in 2010, which corresponds to 
the year of Brazil’s full adoption of the International Financial Reporting Standards (IFRS), 
ensuring accounting comparability across firms. In line with related studies in the literature, 
the following screening criteria were applied. First, firms reporting negative total assets were 
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excluded from the sample. Second, all continuous financial variables were winsorized at the 
2.5th and 97.5th percentiles to mitigate the influence of extreme observations. Third, the 
sample includes only firms that distributed cash dividends for at least seven fiscal years 
during the observation period. Nevertheless, robustness analysis were employed regarding 
different time frequency of dividend cash payment.  

Considering that firms in the financial industry tend to exhibit recurrent dividend 
payments due to regulatory and business-model characteristics, financial corporations were 
retained for robustness analysis. The final dataset consists of an unbalanced panel comprising 
X non-financial firms and Y financial firms. Consistent with recent studies examining the 
relationship between dividend policy and economic policy uncertainty (Attig et al., 2021; 
Maquiera et al., 2023; Tran 2020), this study relies on accounting-based firm-level data and 
employs panel regression techniques to investigate the association between economic policy 
uncertainty  and dividend cash payment.   
 
3.2 Research variables 
 
3.2.1 Dividend cash payment 

Dividend cash holding (DIVit) is defined as the ratio of total cash dividends paid to 
total assets. Cash dividends correspond to the amount effectively distributed to shareholders 
during the fiscal year, as reported in the statement of cash flows or in the statement of changes 
in equity. Total assets are measured at year-end and serve as the scaling variable to reliable 
comparability across firms of different sizes. Different of usual measures such as dividend 
yield (dividends per share divided by market price) or payout ratio (dividends relative to net 
income), this proxy focuses on the cash outflow dimension of dividend policy and relates it to 
the corporate asset base.  

This may approach mitigates distortions arising from fluctuations in market prices or 
accounting earnings, which may themselves be directly affected by economic policy 
uncertainty. By scaling dividends by total assets, the measure isolates the relative magnitude 
of cash distributions in relation to the firm’s overall economic resources. This specification is 
consistent with accounting-based corporate finance research that scales policy variables by 
total assets when analyzing investment, leverage, and cash holding. In the context of this 
study, Dividend cash holding captures the intensity of dividend distributions and allows 
assessing how firms adjust cash payouts in response to changes in the uncertainty 
environment. 
 
3.2.2 Economic policy uncertainty 

Economic policy uncertainty (EPUt) is proxied by the index developed by Baker, 
Bloom, and Davis (2016). The index is constructed as a weighted average of three 
components that capture different channels through which policy decisions become uncertain. 
The first and most important component is news-based. For each month, the authors search 
the archives of major newspapers for articles that contain at least one term related to 
uncertainty (“uncertain” or “uncertainty”), at least one term related to the economy 
(“economic” or “economy”), and at least one term that refers to policy-making institutions or 
instruments (such as “congress,” “legislation,” “regulation,” “federal reserve,” or “deficit”). 
For every newspaper and month, the number of such articles is divided by the total number of 
articles, and the resulting series is standardized and aggregated across newspapers.  

The second component measures uncertainty regarding future tax rules. It is based on 
the present value of federal tax code provisions that are scheduled to expire within a ten-year 
window. A larger value of expiring provisions signals a greater amount of unresolved tax 
legislation. The third component captures disagreement among professional forecasters about 
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future inflation and government spending. It is calculated from the interquartile range of 
forecasts for the consumer price index and for public purchases of goods and services. Each 
component is normalized, and the overall EPU index is obtained as a weighted average, with 
weights 1/2 for the news component, 1/6 for the tax component, and 1/3 for forecaster 
disagreement. 

The index is designed to summarize the aggregate level of uncertainty linked to 
economic policy choices rather than to overall macroeconomic risk. Baker, Bloom, and Davis 
(2016) show that the series exhibits marked spikes around events that plausibly raise policy 
uncertainty, such as recessions, financial crises, debates on fiscal programs, debt-ceiling 
disputes, and national elections. They also document that the EPU index is negatively 
correlated with real GDP growth and positively correlated with measures of financial 
volatility, which is consistent with its interpretation as a policy-related uncertainty measure 
rather than a pure volatility index. Subsequent studies use this index to explain fluctuations in 
investment, hiring, cash holdings, and dividend policy, which reinforces its interpretation as a 
policy-driven state variable that affects corporate decisions. 

In this study, the Brazilian EPU index is used in annual frequency. Monthly values are 
averaged over the fiscal year to match the accounting data. For each year, the index takes the 
same value for all firms, so it operates as a common time-series factor that shifts the 
uncertainty environment under which corporate decisions are made. Identification of its effect 
comes from the time variation in this factor, while the cross-sectional variation in firm 
outcomes reflects heterogeneous responses to the same policy-uncertainty shocks. 
 Since the EPU index varies only over time and is identical across firms within a given 
year, the inclusion of a full set of year fixed effects would absorb its aggregate variation, 
precluding separate identification of its effect (Wooldridge, 2010; Baltagi, 2021). Therefore, 
instead of including year dummies, the specification controls for observable macroeconomic 
conditions such as inflation, GDP growth, and financial volatility, as well as specific event 
dummies. This approach allows identification of the association between policy uncertainty 
and dividend policy while controlling for other aggregate shocks. 
 
3.2.3 Control variables 
 

Table 1 presents controls of the proposed model. The purpose is to provide controls 
for firm, country and global level.   
 
Table 1 – Control variables 
Variable Definition Measurement References 

ROAit Firm profitability Net income divided by total assets 
Fama & French (2001); Attig et al. 
(2021); Sarwar & Hassan (2021); 
Maquieira et al. (2023) 

PTBit Growth opportunities 
/ market valuation 

Market value of equity divided by book 
value of equity 

Fama & French (2001); Baker et al. 
(2021); Tran (2020); Attig et al. (2021) 

LEVit Financial leverage Total debt divided by total assets Choi & Park (2024); Tran (2020); Liu 
et al. (2018); Sarwar et al. (2020) 

SZEit Firm size Natural logarithm of total assets Attig et al. (2021); Baker et al. (2021); 
Sarwar & Hassan (2021) 

NWCit Short-term liquidity 
position 

Net working capital divided by total 
assets 

Tran (2020); Maquieira et al. (2023); 
Choi & Park (2024) 

IPAt Inflation rate Annual percentage variation of the 
Brazilian consumer price index Baker et al. (2016); Attig et al. (2021) 

GDPt Economic activity Annual GDP growth rate Baker et al. (2016); Sarwar et al. 
(2020); Tran (2020) 
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Variable Definition Measurement References 

ELECt Electoral cycle 
dummy 

Dummy variable equal to 1 for election 
years (2010, 2014, 2018, 2022), and 0 
otherwise 

Pastor & Veronesi (2013); Baker et al. 
(2016); Attig et al. (2021) 

COVIDt Pandemic shock 
dummy 

Dummy variable equal to 1 for year 
2020, and 0 otherwise 

Baker et al. (2021); Feng et al. (2023); 
Ayed et al. (2024) 

VIXt Global financial 
volatility 

Annual percentage variation of the 
CBOE Volatility Index (VIX) 

Baker et al. (2016); Attig et al. (2021); 
Sarwar & Hassan (2021) 

Notes. Adapted from recent literature on economic policy uncertainty and corporate dividend policy 
 
3.3 Baseline model 

The base line model proposed for the reseach has the following specification. Is 
presents the disposition of variables of interest (Dividend cash payment and economic policy 
uncertainty) and controls. 
 

 
 

Variable DIVit represents corporate cash payment. EPUt is the proxy for economic 
policy uncertainty. Xit identificate the  vetor de controls on firm level (ROAit, PTBit, LEVit, 
SZEit, and NWCit). Zt aims to decribe the vector of time dummies, macroeconomic variable 
and global variable. (IPAt, GDPt, ELECt, COVIDt, VIXt). The term μi regards fixed effects of 
firms. εit representes error term.  
 
3.4 Empirical strategy of analysis 

The empirical strategy relies on three complementary approaches in order to assess the 
relationship between economic policy uncertainty (EPU) and corporate dividend cash 
payments. First, the baseline specification employs firm fixed-effects panel regressions. The 
fixed-effects estimator controls for unobserved time-invariant heterogeneity across firms that 
may be correlated with dividend behavior, such as governance structure, ownership 
concentration, or persistent risk characteristics. Standard errors are clustered at the firm level 
to account for serial correlation and heteroskedasticity within panels. Second, to address 
potential endogeneity concerns, a fixed-effects instrumental variable (FE-IV) specification is 
estimated. This approach mitigates bias arising from reverse causality or omitted time-varying 
factors that could jointly affect uncertainty and dividend policy. The instrumental strategy 
isolates the exogenous component of policy uncertainty, strengthening causal interpretation. 

Third, the analysis incorporates unconditional quantile regressions based on the 
Recentered Influence Function (RIF), following Firpo et al. (2009) and Borgen (2016). While 
conventional mean regression captures the average effect of uncertainty, it may conceal 
important distributional heterogeneity. Quantile regression allows the marginal effect of EPU 
to vary across the conditional distribution of dividends, providing evidence on whether firms 
at different payout levels respond asymmetrically to uncertainty shocks. Jointly, these three 
approaches provide a comprehensive assessment of both average and distributional effects, 
enhancing the robustness and interpretation of the empirical findings. 
 
4 Data analysis 

The initial empirical analysis examines the mean impact of the EPU index on dividend 
policy using standard linear panel data estimations. The t-statistic provide evidence for 
hypothesis test on the coefficient associate to EPU index.  
 
Table 2 – Panel data estimations 
  (1) (2) (3) (4) (5) (6) (7) 
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EPUt -0.0016 0.0034 0.0026 0.0026 -0.0110*** -0.0056 -0.0124 
  (0.0018) (0.0022) (0.0024) (0.0024) (0.0029) (0.0081) (0.0102) 
ROAit 0.1295*** 0.1242*** 0.1248*** 0.1249*** 0.0170* 0.1270*** 0.1263*** 
  (0.0175) (0.0170) (0.0172) (0.0172) (0.0102) (0.0179) (0.0182) 
PRTit 0.0039*** 0.0041*** 0.0042*** 0.0042*** 0.0027*** 0.0041*** 0.0041*** 
  (0.0007) (0.0007) (0.0007) (0.0007) (0.0008) (0.0007) (0.0008) 
SZEit -0.0014 -0.0020 -0.0017 -0.0018 -0.0018 -0.0022 -0.0010 
  (0.0013) (0.0013) (0.0013) (0.0013) (0.0018) (0.0022) (0.0027) 
LEVit -0.0043 -0.0051 -0.0053 -0.0051 -0.0121 -0.0035 -0.0046 
  (0.0074) (0.0075) (0.0075) (0.0075) (0.0104) (0.0081) (0.0081) 
NWCit 0.0080 0.0089 0.0091 0.0092 0.0075 0.0146* 0.0136 
  (0.0078) (0.0078) (0.0078) (0.0078) (0.0064) (0.0087) (0.0092) 
IPCt   0.0846*** 0.0725*** 0.0734*** 0.0113 0.0735** 0.0610* 
    (0.0231) (0.0238) (0.0237) (0.0216) (0.0296) (0.0321) 
GDPt   0.0793*** 0.0614** 0.0643** -0.0386 0.0598 0.0114 
    (0.0229) (0.0255) (0.0254) (0.0261) (0.0618) (0.0738) 
COVt     -0.0039 -0.0050* -0.0071*** -0.0008 -0.0019 
      (0.0024) (0.0025) (0.0018) (0.0033) (0.0034) 
ELCt     -0.0006 -0.0015 -0.0021 0.0011 0.0001 
      (0.0011) (0.0013) (0.0013) (0.0018) (0.0021) 
VIXt       0.0017* -0.0006 -0.0009 -0.0009 
        (0.0010) (0.0008) (0.0012) (0.0012) 
Interc. 0.0560* 0.0367 0.0360 0.0371 0.1180***     
  (0.0287) (0.0296) (0.0302) (0.0302) (0.0418)     
N 2,270 2,270 2,270 2,270 2,270 2,270 2,126 
co. 154 154 154 154 154 154 154 
F test <0.001 <0.001 <0.001 <0.001 <0.001 <0.001 <0.001 
KP - - - - - <0.001 <0.001 
DWH - - - - - 0.2581 0.1410 
R2 0.1683 0.1769 0.1781 0.1788 0.0573 0.1891 0.1752 
Notes. This table presents estimates referred on baseline model described in Subsection 3.4. Variables described 
in Table 1. Columns (1) to (5) report fixed-effects (FE) specifications. Column (1) includes only firm-level 
control variables. Column (2) adds macroeconomic controls (IPC and GDP), Column (3) incorporates time 
dummies (COV and ELC) and Column (4) incorporates (full specification) global volatility (VIX). Column (5) 
reports the specification of corporate investment (CAPEX) as dependent variable. Column (6) and (7) present 
full specification using fixed-effects instrumental variables (FE–IV) with Brazilian EPU index instrumented by 
US EPU in level and in first difference, respectively. The F-test refers to the overall significance of the 
regression. The KP LM statistic corresponds to the Kleibergen–Paap rk LM test for underidentification. The null 
hypothesis is that the model is underidentified and p-values greater than 0.05 indicate that the null cannot be 
rejected. The DWH test refers to the Durbin–Wu–Hausman test for endogeneity. The null hypothesis is that the 
economic policy uncertainty index (EPUₜ) is exogenous. Failure to reject the null suggests that Brazilian EPU 
can be treated as exogenous and that there is no statistically significant difference between the FEs and FE–IV 
estimates. All reported test statistics are presented as p-values. Standard errors are reported in parentheses and 
are clustered at the firm level using the cluster-robust variance estimator (CRVE). ***, **, and * denote 
statistical significance at the 1%, 5%, and 10% levels, respectively. 
 

Table 2 reports the coefficients for Fixed-effects (FE) and Fixed effects with 
Instrumental Variables (FE-IV) specifications. The estimations regarding cash dividend 
payment obtained failed to reject the null hypothesis related to coefficient associated to EPU 
index, since none presented significance on estimates related to EPU Index. The absence of 
statistical significance in mean estimations raises the possibility that opposing firm-level 
responses offset each other in aggregate, suggesting that impact does not materially exists or 
operate with absence of uniformity across firms. Even though obtained through different 
empirical approaches, this non-significant outcome is consistent with the findings of Gea et 
al. (2020). Column (5) reports the corporate investment (CAPEX) specification for 
comparison purposes. Consistent with prior evidence in the Brazilian context (Barros et al., 
2025; Caixe, 2022; Norberto et al., 2024), EPU exhibits a negative association with CAPEX 
(coefficient: -0.0110*** t-statistic: -3,79). This result indicates that the dataset captures the 
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standard investment–uncertainty relationship, even over a recent and extended time span and 
diverse controls.  

Despite the absence of statistical significance, estimations of Table 2 provide 
information on endogeneity concerns related to EPU index. Instrumental variable estimations 
do not modify findings. Nevertheless, the Durbin–Wu–Hausman test fails to reject the null 
hypothesis of exogeneity in both forms of instrumenting Brazilian EPU index (0.2581 and 
0.1410), suggesting that EPU can be treated as an exogenous macro-level shock in this 
context. Since FE and FE–IV coefficients are similar, this indicates that endogeneity is unlike 
to explain the absence of a statistically significant mean effect. Further, it alleviate concerns 
on reverse causality.   

Lack of significant average effect does not necessarily imply that uncertainty is 
irrelevant for dividend policy. It leads to conjecture that the underlying logic that a single 
coefficient may not be the proper methodological trajectory to capture a regular behavior on 
how uncertainty reaches dividends. Indeed, recent evidence discussion on U-Shape dividend-
uncertainty relationship provide precedent on this (Maquieira et al. (2023). Further, regarding 
the complexity around corporate dividend as presented in previous subsections, interpreting 
this finding as only non-relevant might be misleading. Dividend policy in Brazil combines 
legal rigidity due to mandatory payout rules with firm-level differences in cash flows, 
financing constraints, performance and ownership structures. It can be plausible that policy 
uncertainty induces non-uniform adjustments since this diversity behavior can also be 
extended to dividends. Hence, literature does not restrict the coexistence of precautionary and 
agency-based motives under uncertainty across companies that operate capital markets. If 
such responses operate in opposite directions across the distribution of dividends, a single 
mean coefficient would be likely to obscure distributional patterns and mask part of the 
underlying evidence. To investigate this possibility, the next subsection turns to unconditional 
quantile regression, which allows the effect of EPU to vary across different points of the 
dividend distribution. 

Table 3 presents estimates considering unconditional quantile regressions for non-
financial firms that provided evidence to hypothesis test (subitem 3.3). 
 

Table 3 – Unconditional quantile panel regression estimations for non-financial firms  
  (1) (2) (3) (4) (5) (6) (7) 
EPUit -0.0038*** -0.0050*** -0.0043** -0.0027 0.0008 0.0048 0.0023 
  (0.0013) (0.0015) (0.0019) (0.0022) (0.0026) (0.0038) (0.0054) 
ROAit 0.0353*** 0.0477*** 0.0642*** 0.0757*** 0.1032*** 0.1443*** 0.1807*** 
  (0.0079) (0.0092) (0.0097) (0.0129) (0.0189) (0.0225) (0.0619) 
PRTit 0.0016*** 0.0024*** 0.0032*** 0.0033*** 0.0037*** 0.0045*** 0.0070*** 
  (0.0004) (0.0004) (0.0005) (0.0006) (0.0009) (0.0012) (0.0023) 
SZEit 0.0032*** 0.0036*** 0.0032*** 0.0015 -0.0003 -0.0019 -0.0042 
  (0.0009) (0.0010) (0.0011) (0.0015) (0.0016) (0.0022) (0.0043) 
LEVit -0.0100** -0.0086 -0.0093 -0.0075 -0.0116 -0.0141 -0.0162 
  (0.0044) (0.0059) (0.0061) (0.0075) (0.0098) (0.0130) (0.0201) 
NWCit 0.0145*** 0.0104*** 0.0113** 0.0119** 0.0130* 0.0121 0.0073 
  (0.0033) (0.0040) (0.0045) (0.0051) (0.0069) (0.0091) (0.0180) 
IPAt 0.0226 0.0235 0.0237 0.0306 0.0173 0.0646 0.1925*** 
  (0.0152) (0.0159) (0.0204) (0.0258) (0.0305) (0.0411) (0.0715) 
GDPt -0.0399*** -0.0190 0.0029 0.0423 0.0625** 0.0882** 0.1212** 
  (0.0136) (0.0161) (0.0199) (0.0257) (0.0291) (0.0421) (0.0599) 
COVt 0.0004 -0.0001 -0.0009 -0.0017 -0.0015 -0.0031* -0.0060* 
  (0.0006) (0.0007) (0.0010) (0.0011) (0.0013) (0.0019) (0.0034) 
ELCt -0.0023* -0.0031* -0.0057*** -0.0054** -0.0077** -0.0100** -0.0066 
  (0.0013) (0.0018) (0.0018) (0.0025) (0.0034) (0.0041) (0.0073) 
VIXt -0.0001 0.0009 0.0021** 0.0022* 0.0028** 0.0040** 0.0030 
  (0.0005) (0.0006) (0.0009) (0.0012) (0.0013) (0.0018) (0.0028) 
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Interc. -0.0533*** -0.0531*** -0.0446* -0.0131 0.0132 0.0329 0.0979 
 (0.0187) (0.0198) (0.0236) (0.0305) (0.0360) (0.0496) (0.0937) 

N 2,270 2,270 2,270 2,270 2,270 2,270 2,270 
R2 0.1254 0.1449 0.1446 0.1242 0.1213 0.1043 0.0901 
.co 154 154 154 154 154 154 154 
Notes. This table presents baseline estimations (subitem 3.4) for quantiles. Variables described in Table 3. 
Columns (1) to (7) describes 20% to 80% quantile. Standard errors in parentheses are computed using a firm-
level cluster bootstrap (200 replications), as recommended for unconditional quantile regression models 
(Borgen, 2016). ***, ** and * denotes significance of 1%, 5% and 10%, respectively. 
 

It reveals a distributional asymmetry in the effect of economic policy uncertainty. At 
the 20th percentile, EPU coefficient equals -0.0038 (SE: 0.0013; t-statistic: -2,92), significant 
at the 1% level. A similar pattern is observed at the 30th percentile with coefficient = -0.0050 
(SE: -0,0015; t-statistic = -3.33), also significant at 1%. At the 40th percentile, the coefficient 
remains negative with -0,0043 (SE: 0.0019; t-statistic: -2,26), although 5% significant. From 
the median to following quantiles, the EPU coefficient becomes statistically insignificant. 
These outcomes indicate that the adverse effect of policy uncertainty is concentrated at the 
lower segment of the dividend distribution and progressively loses statistical strength as we 
move toward higher quantiles.  

As long as first three quantile present significance in coefficients, it can be estimated 
the economic magnitude of these effects. At the 20th percentile, a one-standard-deviation 
increase in policy uncertainty (0.3421) is associated with a reduction close to 0.133 
percentage points in the dividend ratio. At the 30th percentile, the estimated reduction reaches 
0.17 percentage points, while at the 40th percentile the decrease is about 0.15 percentage 
points. Higher quantiles are not meaningful and do not allow estimations. The concentration 
of statistically and economically significant effects at the lower tail of the dividend 
distribution provides support for the precautionary motive hypothesis. Firms positioned at the 
lower end of the payout distribution appear to respond to heightened policy uncertainty by 
reducing dividend distributions, which also suggests retaining earnings. This finding is 
consistent with recent empirical evidence documenting negative relationships between policy 
uncertainty and payout decisions. Studies such as Choi and Park (2024) show that bank-
dependent firms reduce dividends under elevated uncertainty, while Tran (2020) finds that 
firms more exposed to external shocks adjust payout policies downward in response to 
heightened risk. Similarly, evidence from China (Liu et al., 2018; Sarwar et al., 2020) 
highlights the role of external financing costs and capital market frictions in amplifying 
precautionary behavior under uncertainty.  

Brazilian context shares institutional characteristics which include dependence on 
external financing and exposure to macroeconomic volatility. Moreover, as suggested by 
Velásquez et al. (2023), dividend regimes with mandatory payout rules may not eliminate 
precautionary responses; instead, they can constrain adjustment margins and intensify 
retention behavior among firms with limited financial flexibility. These results also align with 
the classic real options framework of Bernanke (1983) and Dixit and Pindyck (1994), which 
emphasizes the value of waiting under uncertainty and the irreversibility of financial 
commitments. Additionally, this is coherent with regional and international findings of 
negative effect of EPU index com capital expenditures. Dividend payments represent an 
outflow of internal resources that may be costly to reverse in uncertain environments. As 
consequence, firms may rationally adopt a cautious stance, preserving liquidity until 
uncertainty subsides. The absence of statistically significant effects at the median and upper 
quantiles suggests that firms positioned at the top of dividend to assets exhibit greater 
dividend rigidity. High-dividend cash payment corporations are propense to maintain 
established dividend policies and face higher reputational and signaling costs associated with 
dividend reductions.  
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The underlying logic of Real Options Theory provides explanations beyond 
reputational considerations for this corporate behavior. In parallel with recent evidence 
showing that economic policy uncertainty has a detrimental impact on corporate investment - 
both in mean regressions and in quantile analyses that highlight heterogeneous effects across 
firms and governance structures (Barros et al., 2025; Caixe, 2022) - the findings emphasize 
that dividend policy in Brazil is shaped by regulation. Brazilian corporate law establishes 
mandatory minimum dividend distributions, and once declared and approved at the 
shareholders’ general meeting, dividends become legally enforceable claims in shareholders’ 
favor. By contrast, capital expenditures remain discretionary decisions that can be adjusted 
along timing and scale margins and are subject to irreversibility constraints. This implies that 
managers can postpone, reduce, or reschedule investment commitments when facing 
heightened uncertainty. Such irreversibility and sunk-cost features do not apply to dividend 
distributions in the same manner. Precautionary does help to explain dividend-uncertainty. 
Although corporate bylaws may be amended to alter payout rules, and firms may use retained 
earnings or statutory reserves to sustain or smooth distributions, dividend reductions may 
entail reputational and signaling costs. Once declared, dividends constitute liabilities in favor 
of shareholders. The evidence indicates that, in the presence of policy uncertainty, firms 
curtail or restructure investment plans, whereas dividend payments remain stable for firms 
operating at or above the mandatory payout threshold. 

On the other hand, a precautionary approach to cash retention helps explain the 
findings. Souza et al. (2022) provide evidence that firms in Brazil adopt precautionary 
behavior under uncertainty, as economic policy uncertainty is positively associated with cash 
holdings. Caixe (2025) shows that firms with stronger governance mechanisms retain more 
cash when uncertainty increases, which is consistent with precautionary motives and indicates 
heterogeneity across firms. In relation to the present results, this interpretation is consistent 
with the lower quantiles, as the estimates reported in Table 4 indicate that firms with lower 
dividend-to-assets ratios allocate internal resources toward liquidity preservation rather than 
dividend maintenance. The formation of a liquidity buffer is financed, in part, through 
reductions in dividend payments among firms with limited payout commitments. Firms 
located in the upper quantiles exhibit higher profitability and market valuation, as reflected by 
return on assets and price-to-book ratios. These characteristics suggest greater internal 
funding capacity and access to external financing.  

Given these conditions, the need to adjust dividend policy in response to uncertainty is 
reduced, which contributes to dividend stability. Consistent with Souza et al. (2022) and 
Caixe (2025), the evidence indicates that uncertainty increases firms’ preference for liquidity. 
In the lower quantiles, this adjustment occurs through reductions in dividend payments. In the 
upper quantiles, dividend policies remain aligned with established payout commitments and 
show no negative response to uncertainty. The reduction of dividends in the lower quantiles 
and the absence of response in the upper quantiles are consistent with studies documenting 
negative effects of economic policy uncertainty on corporate valuation and operating 
performance (Feng et al., 2023; Formiga et al., 2019; Iqbal et al., 2020). Declines in valuation 
and performance constrain internal cash generation and increase financing frictions, which 
reinforces the incentive to preserve liquidity under uncertainty. As long as dividend depends 
on income generation and this impacted by the spread of uncertainty, it is more likely to argue 
on decreasing dividend cash payments (lower quantiles) or at least argue on unsettle impact 
(upper quantiles).    
 
4.2 Robustness analysis 
 
4.2.1 – Financial and non-financial corporations 
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The purpose of this subsection is to provide inferences on how robust the distribution 
of dividend-to-assets is in case of changing sample. The following analysis consider financial 
companies in the sample, that include banks and insurance corporations.  Take into account 
that financial structure accounts for variables debt (LEV) and net working capital (NWC) 
were disregarded in estimations. It was maintained corporate return on assets (ROA), 
corporate magnitude scale (SZE) and valuation through the ratio of market and accounting 
equity (PTB). Other controls remained the same.  

 
Table 4 – Unconditional quantile panel regression estimations for non-financial and financial firms 
  (1) (2) (3) (4) (5) (6) (7) 
EPUt -0.0038*** -0.0046*** -0.0042** -0.0028 0.0006 0.0051 0.0044 
  (0.0013) (0.0014) (0.0017) (0.0023) (0.0029) (0.0040) (0.0056) 
ROAit 0.0500*** 0.0591*** 0.0752*** 0.0896*** 0.1221*** 0.1577*** 0.2029*** 
  (0.0065) (0.0086) (0.0100) (0.0124) (0.0186) (0.0226) (0.0592) 
PRTit 0.0017*** 0.0025*** 0.0033*** 0.0034*** 0.0041*** 0.0052*** 0.0078*** 
  (0.0003) (0.0004) (0.0005) (0.0006) (0.0008) (0.0013) (0.0029) 
SZEit 0.0028*** 0.0031*** 0.0027** 0.0011 -0.0007 -0.0030 -0.0045 

 (0.0008) (0.0009) (0.0012) (0.0014) (0.0020) (0.0022) (0.0041) 
IPAit 0.0215* 0.0178 0.0197 0.0238 0.0169 0.0550 0.2093*** 

 (0.0127) (0.0147) (0.0162) (0.0252) (0.0290) (0.0388) (0.0739) 
GDPt -0.0440*** -0.0188 0.0003 0.0383 0.0543 0.0965** 0.1076* 

 (0.0134) (0.0170) (0.0192) (0.0239) (0.0333) (0.0425) (0.0634) 
ELCt 0.0004 -0.0001 -0.0010 -0.0025** -0.0015 -0.0034* -0.0045 

 (0.0006) (0.0007) (0.0008) (0.0010) (0.0013) (0.0020) (0.0034) 
COVt -0.0023* -0.0029 -0.0057*** -0.0069** -0.0092*** -0.0095** -0.0076 

 (0.0013) (0.0018) (0.0019) (0.0028) (0.0033) (0.0042) (0.0062) 
VIXt -0.0001 0.0012* 0.0022** 0.0028** 0.0032** 0.0046** 0.0040 

 (0.0006) (0.0006) (0.0009) (0.0011) (0.0014) (0.0018) (0.0026) 
Interc. -0.0448** -0.0452** -0.0357 -0.0041 0.0204 0.0538 0.0896 

 (0.0174) (0.0190) (0.0257) (0.0303) (0.0410) (0.0536) (0.0908)         
N 2,370 2,370 2,370 2,370 2,370 2,370 2,370 
R2 0.1074 0.1358 0.1355 0.1213 0.1183 0.1022 0.0911 
.co 162 162 162 162 162 162 162 
Notes. Similar to previous Table. 

 
The results confirm the main pattern identified previously. The EPU coefficient 

remains negative and statistically significant at the lower quantiles (20th to 40th percentiles), 
while becoming insignificant from the median onward. Although the magnitude of the 
coefficients is slightly attenuated relative to the non-financial sample, the distributional 
asymmetry persists. In quantile 30%, the significance was at 5%, instead of 1% of non-
financial sample. This suggests that the precautionary response to policy uncertainty is not 
confined to industrial firms but extends to the broader corporate sector. The inclusion of 
financial institutions, which typically operate under more regulated payout regimes, does not 
alter the qualitative conclusions. The impact of economic policy uncertainty remains 
concentrated among firms located at the lower end of the dividend distribution, reinforcing 
the argument that mean-based estimations obscure heterogeneous adjustments.  
 
4.2.2 Government Ownership, Institutional Influence, and Dividend Policy 

One of these characteristics is the presence of government entities among 
shareholders. Such presence occurs through state-controlled corporations at both the Federal 
and State levels, as well as through direct or indirect equity participation in privately firms. 
Government participation can happen through state-owned enterprises defined as Mixed-
ownership state-controlled enterprise (sociedades de economia mista), in which the 
government (Federal or State) retains control rights. These arrangements exist in sectors such 
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as banking, energy and sanitation services. In addition to mixed-capital corporations, the 
Federal Government operates as an investor through the National Development Bank 
(BNDES), via its equity corporate branch, BNDES Participações S.A. (BNDESPar).  

Government participation in corporate ownership may entail the appointment of 
representatives to executive management or to the board of directors. These opens to the 
possibility of governance influence regarding dividend policy. In firms with government 
ownership, dividend decisions may reflect objectives that extend beyond shareholder value 
maximization, incorporating fiscal considerations or political issues. In this institutional 
arrangement, the relationship between economic policy uncertainty and dividend policy may 
be conditioned by the presence of government influence within the firm. If the government 
exercises influence through governance mechanisms, corporate responses to policy 
uncertainty may reflect political affairs. Hence, the estimated association between EPU Index 
and dividend cash payment may simultaneously capture precautionary behavior and 
government influence in corporate decision-making. 

As second robustness purpose, the following estimates verify whether the relationship 
between EPU Index and dividend policy is driven by firms with government participation or 
whether it represents a pattern across corporations. Differentiating the presence or absence of 
government influence allows for understanding a different aspect of heterogeneity verification 
to deepen analysis of Brazilian scenario. Estimations presented in Table 5.  
 
Table 5 – Regression estimations for non-financial and financial firms excluded government-influenced 
  (1) (2) (3) (4) (5) (6) (7) 
EPUt -0.0033** -0.0041** -0.0045** -0.0027 0.0008 0.0051 0.0010 
  (0.0015) (0.0017) (0.0018) (0.0024) (0.0033) (0.0037) (0.0059) 
ROAit 0.0519*** 0.0609*** 0.0748*** 0.0867*** 0.1213*** 0.1518*** 0.1937*** 
  (0.0064) (0.0082) (0.0089) (0.0118) (0.0197) (0.0232) (0.0590) 
PRTit 0.0017*** 0.0026*** 0.0033*** 0.0034*** 0.0040*** 0.0052*** 0.0079*** 
  (0.0004) (0.0004) (0.0005) (0.0007) (0.0009) (0.0012) (0.0030) 
SZEit 0.0029*** 0.0033*** 0.0033*** 0.0017 0.0004 -0.0023 -0.0048 

 (0.0009) (0.0009) (0.0012) (0.0017) (0.0020) (0.0022) (0.0043) 
IPAit 0.0249 0.0279* 0.0229 0.0068 0.0166 0.0569 0.1694** 

 (0.0166) (0.0163) (0.0204) (0.0255) (0.0330) (0.0414) (0.0714) 
GDPit -0.0474*** -0.0245 -0.0055 0.0303 0.0374 0.0774* 0.0652 

 (0.0149) (0.0168) (0.0207) (0.0267) (0.0325) (0.0412) (0.0681) 
ELCt 0.0008 0.0001 -0.0011 -0.0023* -0.0009 -0.0021 -0.0057 

 (0.0006) (0.0007) (0.0009) (0.0012) (0.0018) (0.0020) (0.0037) 
COVt -0.0025* -0.0044** -0.0078*** -0.0084*** -0.0118*** -0.0107** -0.0096 

 (0.0014) (0.0019) (0.0019) (0.0026) (0.0037) (0.0044) (0.0076) 
VIXt 0.0002 0.0015** 0.0029*** 0.0028** 0.0031** 0.0037* 0.0053* 

 (0.0006) (0.0006) (0.0009) (0.0012) (0.0015) (0.0020) (0.0029) 
Interce -0.0513** -0.0531*** -0.0466* -0.0158 -0.0031 0.0401 0.1159 

 (0.0203) (0.0188) (0.0256) (0.0358) (0.0436) (0.0509) (0.0951) 
.n 2,160 2,160 2,160 2,160 2,160 2,160 2,160 
R2 0.1117 0.1420 0.1412 0.1157 0.1126 0.0986 0.0803 
.co 148 148 148 148 148 148 148 
Notes. Similar to previous Table on Unconditional quantile panel regression estimations. Sourced by 
Economática®, companies excluded were Banco do Brasil, Banco de Brasília, Companhia Catarinense de Águas 
e Saneamento; Companhia Energetica de Brasilia; Companhia Energética de Minas Gerais; CPFL Energia; 
Companhia de Saneamento de Minas Gerais; Iochpe Maxion; Centrais Eletricas Brasileiras; Kepler Weber; 
Petróleo Brasileiro; Vale; Rumo; Banco do Estado do Rio Grande do Sul; 
 

Table 5 disclose estimations after excluding firms classified as subject to government 
influence. This restriction covers mixed-ownership corporations and firms in which 
Government direct ownership or via BNDES Participações S.A. (BNDESPar). The results 
indicate that the exclusion does not modify the qualitative pattern previously observed. The 
coefficients associated with the EPU index remain negative and significant in the lower 
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quantiles. Estimates for the 20th, 30th, and 40th quantiles preserve their sign with similar 
magnitude. From median to upper quantiles the absence of significance persists. This stability 
suggests that the relationship between policy uncertainty and dividend policy does not arise 
from the presence of state-controlled or government-influenced firms.  

If government participation were a mechanism underlying the observed pattern in 
quantiles, the exclusion would to modify sign and relevance of coefficients associated to EPU 
index. The absence of changes indicates that the precautionary behavior identified in lower 
quantiles reflect a broader corporate response rather than an institutional artifact associated 
with public ownership. The results do not depend on the presence of state-controlled 
corporations. Hence, precautionary interpretation presented in earlier analysis remains even 
after accounting for institutional heterogeneity in ownership structure. 
 
4.2.3 Pandemic spread and dividend cash payment 

COVID-19 pandemic generated a systemic shock in international capital markets, 
documented as Financial Contagion (). The abrupt interruption of economic activity combined 
with impact in global demand reached corporate valuation and performance (). It would not be 
plausible that corporate dividend policy would remain unsettled from those circumstances. 
Evidence within this study supports this assumption, since the dummy variable used in 
models to isolate the pandemic shock exhibited persistent significance across estimates. The 
negative coefficients associated with this variable indicate that dividend cash payments 
contracted during the pandemic.   

Taking into account that the contraction in dividend payments during 2020 and 
subsequent years reflect a financial adjustment rather than a response to policy uncertainty, 
the inclusion of these years might be detrimental for statistical inference regarding 
uncertainty-dividend. To address this concern, as purpose of robustness analysis, the 
estimations were recalculated using a restricted time series from 2010 to 2019, removing the 
shock associated with pandemic propagation. The quantile panel regressions were re-
estimated, which are presented in Table 6. 
 
Table 6 – Regression estimations for non-financial corporations from 2010-2019 
  (1) (2) (3) (4) (5) (6) (7) 
EPUt -0.0026* -0.0042*** -0.0038** -0.0041** -0.0018 0.0000 -0.0090 
  (0.0014) (0.0015) (0.0016) (0.0020) (0.0031) (0.0039) (0.0070) 
ROAit 0.0343*** 0.0446*** 0.0592*** 0.0642*** 0.0818*** 0.1224*** 0.1375** 
  (0.0101) (0.0096) (0.0111) (0.0144) (0.0230) (0.0273) (0.0555) 
PRTit 0.0022*** 0.0025*** 0.0033*** 0.0036*** 0.0039*** 0.0046*** 0.0056** 
  (0.0004) (0.0005) (0.0007) (0.0007) (0.0010) (0.0015) (0.0023) 
SZEit 0.0047*** 0.0039** 0.0030 0.0017 -0.0015 -0.0047 -0.0074 

 (0.0015) (0.0018) (0.0019) (0.0030) (0.0029) (0.0041) (0.0064) 
IPAit -0.0158** -0.0133* -0.0072 -0.0092 -0.0122 -0.0238 -0.0099 

 (0.0066) (0.0077) (0.0082) (0.0097) (0.0132) (0.0159) (0.0206) 
GDPt 0.0150*** 0.0090* 0.0112** 0.0103 0.0114 0.0033 -0.0064 

 (0.0046) (0.0048) (0.0047) (0.0067) (0.0089) (0.0105) (0.0157) 
ELCt 0.0592** 0.0581* 0.0533 0.0654 0.0530 0.0843 0.0934 

 (0.0238) (0.0299) (0.0331) (0.0430) (0.0482) (0.0647) (0.1055) 
COVt -0.0105 -0.0067 0.0182 0.0313 0.0483 0.0451 -0.0285 

 (0.0227) (0.0225) (0.0283) (0.0287) (0.0421) (0.0546) (0.1001) 
VIXt 0.0005 0.0014** 0.0022** 0.0035*** 0.0036*** 0.0081*** 0.0054* 

 (0.0005) (0.0006) (0.0009) (0.0011) (0.0014) (0.0020) (0.0029) 
Interc. -0.0007 -0.0011 -0.0020 -0.0038*** -0.0031* -0.0078*** -0.0101** 

 (0.0008) (0.0009) (0.0013) (0.0014) (0.0018) (0.0027) (0.0041) 
.n 1,570 1,570 1,570 1,570 1,570 1,570 1,570 
R2 0.1324 0.1295 0.1260 0.0959 0.0861 0.0776 0.0581 
.co 154 154 154 154 154 154 154 
Notes. The same of Table 3. 
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Coefficients associated with EPU index remain negative across the lower and 

intermediate quantiles of the dividend distribution. At the 20th quantile, the estimated 
coefficient is -0.0026; at the 30th quantile, -0.0042; at the 40th quantile, -0.0038; and at the 
median, -0.0041. These estimates are significant and fall within the range observed in the full-
sample regressions. The preservation of sign indicates that the negative relationship between 
policy uncertainty and dividend payouts is not contingent on the inclusion of pandemic years. 

From the 60th quantile upward, coefficients lose significance, replicating the 
distributional trajectory identified in previous estimations. This pattern reinforces that the 
sensitivity of dividend policy to policy uncertainty is concentrated among firms located in the 
lower segments, concurring for coherence to corporate precautionary response. When the 
pandemic years are included, the negative coefficient associated with the COVID dummy 
captures an additional contraction in dividend payments. However, the persistence of the EPU 
effect in the restricted sample suggests that the pandemic exerted a negative impact beyond 
the negative relationship between uncertainty- dividend that already exists. 
 
4.2.4 Additional robustness verifications 

A third and fourth robustness verification was employed. The results remain stable 
when restricting the sample to firms with at least 5, 9, 11 and 13 periods of cash dividend 
payment by companies.  Sign and distributional pattern across quantiles are preserved. 
Further,  Detailed estimates are reported in the Appendix 01.  
 
4.3 Sensitive analysis 

To further explore the transmission channels between economic policy uncertainty and 
corporate dividend policy, this study employs the 5-year Credit Default Swap spread as a 
high-frequency proxy for uncertainty in the quantile regression framework, although CDS 
applied in this sensitive analysis is measured in annual basis.   

The literature establishes a close relationship between economic policy uncertainty 
and credit risk perceptions. Political and economic uncertainty affect investors’ expectations 
about future macroeconomic conditions, which in turn increases sovereign risk premiums 
reflected in CDS spreads (Baker et al., 2016; Pastor & Veronesi, 2013; Hassan et al., 2013). 
In emerging markets, this mechanism can be pronounced due to institutional fragility and 
greater sensitivity to capital flows, such as Foreign Direct Investment (FDI). Empirical 
evidence shows that increases in EPU are associated with higher CDS spreads and greater 
credit risk volatility (Manzo, 2013; Liu & Zhong, 2017; Wang et al., 2019), reinforcing the 
role of CDS as a forward-looking measure of uncertainty. 

Unlike traditional EPU indices constructed from newspaper coverage, CDS spreads 
incorporate market-based expectations on a daily basis, capturing abrupt changes in risk 
perception more accurately. CDS provides a higher-frequency proxy for uncertainty, suitable 
for identifying short-term shocks and financial stress episodes. This characteristic is relevant 
when analyzing dividend decisions, since cash payments adjustments often occur 
asymmetrically across firms depending on their financial characteristics and exposure to risk. 
The use of quantile regression is therefore justified by the heterogeneous effects that 
uncertainty may exert along the conditional distribution of dividend payouts.  

In this direction, employing five-year CDS within a quantile regression framework 
allows capturing and comparing distributional asymmetries in how market-based uncertainty 
affects dividend policy. This approach provides a more granular understanding of the 
uncertainty–dividend nexus in an emerging market context where sovereign risk plays a 
central role in shaping corporate financial decisions. Estimations presented in Table 7. 
 
Table 7 – Regression estimations for non-financial corporations with CDS 
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  (1) (2) (3) (4) (5) (6) (7) 
CDSt -0.00361** -0.00509*** -0.00308 -0.00153 0.00390 0.01013** 0.00765 

 (0.00148) (0.00186) (0.00249) (0.00277) (0.00377) (0.00459) (0.00703) 
ROAit 0.03553*** 0.04789*** 0.06450*** 0.07587*** 0.10327*** 0.14438*** 0.18089*** 

 (0.00630) (0.00893) (0.00921) (0.01251) (0.01828) (0.02399) (0.04676) 
PRTit 0.00159*** 0.00243*** 0.00317*** 0.00325*** 0.00374*** 0.00447*** 0.00701*** 

 (0.00039) (0.00045) (0.00053) (0.00064) (0.00088) (0.00115) (0.00222) 
LEVit -0.00981* -0.00838 -0.00894 -0.00723 -0.01136 -0.01378 -0.01575 

 (0.00502) (0.00563) (0.00643) (0.00776) (0.00903) (0.01161) (0.01783) 
SZEit 0.00303*** 0.00342*** 0.00283** 0.00121 -0.00069 -0.00245 -0.00483 

 (0.00077) (0.00087) (0.00124) (0.00131) (0.00188) (0.00207) (0.00370) 
NWCit 0.01465*** 0.01053** 0.01150*** 0.01203** 0.01328* 0.01240 0.00774 

 (0.00328) (0.00409) (0.00404) (0.00537) (0.00705) (0.00982) (0.01636) 
IPAt 0.04711*** 0.05741*** 0.04666* 0.04307 -0.00288 0.00722 0.15173** 

 (0.01764) (0.01816) (0.02522) (0.02821) (0.03502) (0.04653) (0.07360) 
GDPt -0.03849** -0.01965 0.01191 0.05064* 0.08494** 0.12738*** 0.16064** 

 (0.01607) (0.01904) (0.02174) (0.02718) (0.03504) (0.04499) (0.07253) 
D2020t -0.00243* -0.00339* -0.00567*** -0.00533** -0.00699** -0.00855** -0.00523 

 (0.00142) (0.00187) (0.00198) (0.00247) (0.00326) (0.00430) (0.00665) 
ELECt 0.00135** 0.00128 0.00016 -0.00115 -0.00204 -0.00497*** -0.00719** 

 (0.00066) (0.00078) (0.00085) (0.00102) (0.00131) (0.00192) (0.00309) 
VIXt 0.00007 0.00113 0.00222*** 0.00227** 0.00258** 0.00345* 0.00262 

 (0.00057) (0.00070) (0.00084) (0.00116) (0.00128) (0.00178) (0.00305) 
Inter. -0.05242*** -0.05120*** -0.04556* -0.01449 0.00686 0.02059 0.08642 

 (0.01616) (0.01812) (0.02612) (0.02803) (0.03795) (0.05201) (0.08777) 
.n 2,270 2,270 2,270 2,270 2,270 2,270 2,270 
R2 0.12312 0.14249 0.14245 0.12353 0.12187 0.10579 0.09067 
.co 154 154 154 154 154 154 154 
Notes. Similar to Table 4.  

 
The results using five-year confirm the distributional heterogeneity previously 

observed with the EPU index. The CDS coefficient is negative and statistically significant in 
the lower dividend quantiles (20th and 30th), indicating that increases in sovereign risk are 
associated with reductions in dividend payouts among firms at the bottom of the distribution. 
This finding supports the interpretation that uncertainty affects financially constrained firms 
more intensely through the risk premia channel. 

From the 40th quantile onward, the effect loses statistical significance, suggesting that 
the median firm does not adjust cash payment in response to increases in sovereign risk. 
Surprisingly, at the 70th quantile, the coefficient becomes positive and statistically significant. 
This may reflect a signaling or dividend-smoothing mechanism, whereby financially stronger 
firms maintain or even increase payouts during periods of heightened uncertainty to signal 
stability and financial resilience. Thus, the similarity between the CDS and EPU results 
reinforces the robustness of the main findings. The concentration of negative effects in the 
lower quantiles suggests that the uncertainty–dividend nexus operates primarily through 
financial constraints rather than uniformly affecting all firms. However, deepen analysis may 
reveal the irregular behavior observed in 70th quantile and amplify the analysis regarding 
motivations that can make this relationship positive as discussed before.  
 
5. Concluding remarks 

This study examined the relationship between economic policy uncertainty and 
corporate dividend policy in Brazil, addressing an underexplored area in the literature on 
emerging markets marked by institutional volatility and sovereign risk exposure. While prior 
research documents precautionary behavior under uncertainty, less evidence exists for 
contexts where macroeconomic instability and credit risk interact with payout decisions. 
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The direction of the relationship is not imposed ex ante. Uncertainty may induce 
dividend reductions to preserve liquidity, but signaling and agency considerations may sustain 
payouts. Using firm fixed-effects models, instrumental variable estimation, and unconditional 
quantile regressions, the analysis evaluates both possibilities while addressing endogeneity 
concerns and unobserved heterogeneity. Results indicate that the effect of uncertainty is 
heterogeneous and non-linear across the dividend distribution, with stronger negative 
responses concentrated in lower quantiles. Mean regressions mask this distributional pattern. 

Robustness tests confirm the stability of the estimates. A sensitivity analysis using the 
Brazilian five-year CDS spread yields consistent results, indicating that policy uncertainty and 
sovereign risk perceptions operate through related channels in shaping dividend adjustments. 

Baseline fixed-effects estimates show a negative association between economic policy 
uncertainty and dividend payouts. This result is consistent across specifications and remains 
stable under instrumental variable estimation, reducing concerns related to reverse causality 
or omitted macroeconomic shocks. The IV results do not alter the sign or magnitude of the 
main coefficient, reinforcing the interpretation that uncertainty is associated with lower cash 
distributions. The quantile regressions reveal that this relationship is not uniform across firms. 
The negative effect is concentrated in the lower segments of the dividend distribution and 
weakens toward higher quantiles. This non-linear pattern indicates that uncertainty reshapes 
the distribution of payouts rather than shifting it proportionally. Firms with lower dividend 
levels exhibit stronger adjustments, while firms at higher payout levels show limited 
sensitivity. Additional robustness tests, including alternative specifications and controls, 
confirm the persistence of the main findings. The use of the five-year CDS spread as a 
market-based proxy yields a similar distributional structure, suggesting that sovereign risk and 
policy uncertainty transmit through related mechanisms. Together, the evidence supports the 
presence of heterogeneous and non-linear effects of uncertainty on dividend policy in Brazil. 
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Appendices subsection 
 
Robust analysis for different sample sizes 

  (1) (2) (3) (4) (5) (6) (7) 
EPUt -0.0029* -0.0051*** -0.0052*** -0.0031* 0.0001 0.0048 0.0005 
  (0.0017) (0.0012) (0.0017) (0.0018) (0.0022) (0.0034) (0.0051) 
Controls  Yes Yes Yes Yes Yes Yes Yes 
.n 2,586 2,586 2,586 2,586 2,586 2,586 2,586 
R2 0.1205 0.1454 0.1414 0.1192 0.1112 0.1034 0.0876 
.co (t ≥ 5) 180 180 180 180 180 180 180 

        

EPUt -0.0055*** -0.0061*** -0.0046** -0.0028 -0.0028 0.0048 0.0034 
  (0.0016) (0.0018) (0.0020) (0.0024) (0.0024) (0.0039) (0.0079) 
Controls  Yes Yes Yes Yes Yes Yes Yes 
.n 2,028 2,028 2,028 2,028 2,028 2,028 2,028 
R2 0.1213 0.1483 0.1419 0.1298 0.1298 0.1034 0.1003 
.co (t ≥ 9) 136 136 136 136 136 136 136 

        

EPUt -0.0067*** -0.0044** -0.0041* -0.0009 0.0040 0.0054 0.0026 
  (0.0016) (0.0020) (0.0022) (0.0025) (0.0036) (0.0047) (0.0097) 
Controls  Yes Yes Yes Yes Yes Yes Yes 
.n 1,762 1,762 1,762 1,762 1,762 1,762 1,762 
R2 0.1208 0.1374 0.1416 0.1451 0.1392 0.1250 0.1248 
.co (t ≥ 11) 118 118 118 118 118 118 118 

        

EPUt -0.0074*** -0.0055*** -0.0032 -0.0016 0.0032 0.0006 0.0076 
  (0.0022) (0.0021) (0.0022) (0.0026) (0.0036) (0.0048) (0.0117) 
Controls  Yes Yes Yes Yes Yes Yes Yes 
.n 1,466 1,466 1,466 1,466 1,466 1,466 1,466 
R2 0.1060 0.1209 0.1185 0.1243 0.1191 0.1202 0.1171 
.co ((t ≥ 13) 98 98 98 98 98 98 98 
Notes. Similar to previous Table related to quantile regressions.  
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