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Abstract:
When a firm with a dominant shareholder is publicly traded, then the dominant shareholder
determines cashflow policy whereas the stochastic discount factor contained in the
stock price may reflect the minority shareholders’. Therefore, as the disparity between voting
rights and cashflow rights increases, the relation between cashflow and stochastic discount
factor becomes loose, the stock price becomes more dependent on expected dividends than
expected stock returns, and the dividendprice ratio has a stronger predictive power for
dividend growth, and vice versa. Consistent with our model, we find a strong positive
(negative) relation between dividend growth (stock return) predictability and the control
ownership disparity.
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