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		Stable dividends reduce uncertainty in the financial market. This reduces cost and in turn enhance shareholder wealth. Scholars have argued that developing stock markets do not follow stable dividend path and the outcome could be depressed stock price. The study investigated the hypothesis of unstable payout in growing stock markets by providing empirical evidence of dividend stability from public firms at the Nairobi Securities Exchange. Panel data for the period of 11 years is used to estimate coefficients of adjustment speed and target ratio which is then interpreted based on the partial adjustment dividend model. The results indicate that dividend payout in this stock market is fairly stable and depends on previously paid dividends although some sectors payout is not consistent with market expectation. In addition, dividends play a signaling role in the market possibly because of asymmetric information and agency cost concerns. 
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