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Abstract

The main objective of this study is to confirm the consistency of the theory with what is commonly
said about the recent rise in stock prices, which is the result of efforts by listed companies to improve
their P/B ratios below 1x, triggered by the Tokyo Stock Exchange's encouragement of the capital
market, using the constant growth model of the dividend return model.

The Tokyo Stock Exchange requires companies to improve their P/B ratios below 1x. The TSE
has indicated that companies should aim for ROE of 8% or higher and capital policies such as share
buybacks and dividend increases. Do higher ROE, share buybacks, and dividend increases have a
positive impact on P/B ratios? In this section, we examine the theoretical consistency of the dividend
return model based on the constant profit growth model. Examination results indicate that efforts to
increase ROE lead to an improvement in PBR. It was also confirmed that the effect of improving PBR
by increasing the dividend payout ratio can be established under very loose conditions. Specifically, if
the market capitalization rate is higher than the ROE, increasing the dividend payout ratio will clearly
improve PBR.

On January 16, 2024, the TSE announced a tally on PBR for companies listed on the Prime and
Standard markets. It is hoped that this announcement will provide an opportunity for such companies to
increase and improve their PBR, but measures to deal with this issue are considered to be a challenge

for corporate management.

Keywords: PBR (Price- Book Value Ratio), ROE (Return on Equity), Dividend Payout Ratio
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