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In recent years, there has been growing interest in asymmetric cost behavior
(cost stickiness), where the decrease in costs during periods of revenue decline is smaller than
the increase in costs during periods of revenue growth. This study empirically analyzes how cost
stickiness in Japanese firms is related to dividend policy and stock pricing. The results show
evidence that cost stickiness in Japanese firms contains information content similar to dividends,
namely, management®"s confidence in future performance. These results are consistent with the
profitability signaling hypothesis of cost stickiness.
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