Stock Repurchase

Advantages:

Stock repurchase means the company is buying back the stock on the market, earnings are now split among fewer shares, the earning per share (EPS) will increase and the stock price more likely will go up.  If we buying back our stock, we uses up excess cash.  Too much exceed cash in our account can drag down overall company performance, which means we did earn the profits but we do not want to share with public; however, there’s some other methods which are issuing dividends, or invest on a new project, but those are not the best action to take in this case.  Too much excess cash in the company will attract other company to takeover as a target, which we do not want this happens.  To buy back to stock allows the company to earn a better return on excess cash and protecting from hostile takeover.  This action will increase the return on equity (ROE).  The effect will be greater when the stock is more undervalued when we repurchase our stocks.  It is the most profitable course of action for the company.  Stock repurchase will also raise the demand for the stock on the open market.  We can be kept in company’s treasury and resell it when company need cash.
Disadvantage:

If we consider repurchasing our stock, we have to assume that we need to buy the stock back higher than the current market price.  Therefore, the company needs cash to repurchase a large amount of stocks.  If we currently have a good project or investment to start, then the company might need cash.
Dividends

Advantage:

The dividend is an evidence of confidence in earnings growths of the company.  High dividend will attract more investor to invest in our company.  However, we have to think about the investor will concern about taxes before they investing, if the tax penalty on dividends is high, the company have to think twice before making a decision to increase dividend.
Disadvantage:

If we decide to issue more dividends, we have to consider the commitment to maintain the payout.  We do not want to use exceeds cash to payout dividend and next payout we cut the dividends.  It will be a huge effect on the stock price and the image of the company.  We cannot change our capital structure by issuing dividend.  The company will be sufficient profitability to fund future expansion if the dividend is too high.
Dividends Option

Special Dividends

One time cash payment of the dividend, this action will take when we holding too much cash on hand and our capital structure is stable.  Issuing Special dividends will relieve a large of cash amount on the balance sheet.
Stock Dividends

The strategy to not paying out cash to the shareholder, we are paying stock to the shareholder instead of cash, this action will take when the company does not have enough cash on hand, or intend to lower the stock price and more liquidity on the market.  Stock split is a good example of 
Decision
The decision we made is to share repurchases and maintain the dividend ratio 30 per cent to 35 per cent.  When we decide to buying back our shares, it will result in fewer shares outstanding, resulting in higher equity value (anti-dilutive).  Stocks repurchase also protecting our company from any other hostile buyer on the market.  Furthermore, we believe the company will have a strong growth in the future and stocks buy back will send the management and the investor that we are confident in our own company.
