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ABSTRACT: Concerning the business management, achieving profitability is considered one of 
the most important business objectives to be considered, allowing the survival of businesses 
and fostering their growth. Thus, it is fundamental to analyze the company performance 
regarding the return on equity. In this study, using a sample based on companies listed on the 
stock markets (components of the Euronext 100 index) and using the Ordinary Least Squares 
Method, we identified the most relevant financial indicators and ratios that have greater 
explanatory power on the return on equity. Our findings show that the return on assets, the 
return on sales and the net income to common stocks are the variables that seem to have the 
greater explanatory power in determining the return on equity. 
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ABSTRACT: This paper is built upon the predictions of the catering theory of dividends, and 
examines whether investor sentiments exert significant influence on corporate dividend policy. 
Accordingly, we propose a dividend model that incorporates a variable at the firm-level that 
proxies for the catering effect. Estimation of the model using the Generalized Method of 
Moments shows that firms in Eurozone countries cater to their investors’ sentiments, and the 
model thus provides evidence supporting the catering model, previously documented in US 
firms. Additionally, other relevant findings show an interaction effect between catering and 
firm characteristics, particularly high liquid assets, valuable investment opportunities, and 
higher levels free cash flow. 
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