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1. Previous research

Theoretically, investors should not adapt consumption to dividend 
payments. 
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Yet, previous studies find relatively low dividend reinvestment rates and 
relatively high dividend consumption rates among retail investors.
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(in securities portfolios)
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clients 1991-1996
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(one month after payment;
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Up to 75%
(one year after payment)
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The end of the story?



We argue that default effects and mental accounting vary depending on 
the type of account that dividends are paid out to.
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1) Brokerage dataset:
• Monthly observations of 40,000 brokerage clients of one of Germany’s largest 
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2) Self-collected survey data:
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Brokerage data (1/3): Dividends are initially parked as brokerage cash. 
Over time, dividends are then reinvested.

8

Brokerage cash

Account withdrawals

Investments in CDs

Investments in securities

Months after dividend payment

75%

50%

25%

0%

3 6 9 120

Share of dividends

Müller-Dethard, Reinhardt, and Weber – Reinvesting Dividends4. Results



Brokerage data (2/3): Reinvestments mostly occur as an add-on to 
another investment.
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Dividends are reinvested…
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Brokerage data (3/3): A subsample of dividends is directly paid out to 
checking accounts. These dividends are not reinvested.
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Survey data (1/1): The setting for which we find high reinvestment rates 
is faced by a large share of the retail investor population.

11Müller-Dethard, Reinhardt, and Weber – Reinvesting Dividends4. Results

Survey among 300 German and US stock market investors in 2022



Survey data (1/1): The setting for which we find high reinvestment rates 
is faced by a large share of the retail investor population.

11Müller-Dethard, Reinhardt, and Weber – Reinvesting Dividends4. Results

71%

29%

Brokerage account with its own cash position

Brokerage account directly linked to another
bank account

External validity:

Survey among 300 German and US stock market investors in 2022



Survey data (1/1): The setting for which we find high reinvestment rates 
is faced by a large share of the retail investor population.

11Müller-Dethard, Reinhardt, and Weber – Reinvesting Dividends4. Results

71%

29%

Brokerage account with its own cash position

Brokerage account directly linked to another
bank account

External validity: Reproduction of main results:

Invest in stocks, 
funds, etc.

Spend Nothing (let them 
sit in the bank)

80%

60%

40%

20%

0%

Long-run dividend uses (share of respondents)

Survey among 300 German and US stock market investors in 2022



12Müller-Dethard, Reinhardt, and Weber – Reinvesting Dividends4. Results

Consumer expenditure survey (1/2): Over time, aggregate dividend 
consumption rates have decreased.
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Consumer expenditure survey (2/2): Early adopters of computers were 
also early adopters of lower dividend consumption rates.
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5. Conclusion

Conclusion
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Key results
• Consumption vs. reinvestment of dividends is driven by payout modalities. 
• Over time, aggregate dividend consumption rates have decreased.
• Dividends parked in brokerage cash positions are added to other investments.
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• Consumption vs. reinvestment of dividends is driven by payout modalities. 
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• Dividends parked in brokerage cash positions are added to other investments.

Our results strongly contrast with previous studies because…
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An insight for the design of financial products
➜ Brokerage cash may serve as a buffer against the consumption of investment 

proceeds.
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