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A tend r n r i. a f rm I off r I bu all shar ,, 1 n I r d up l 

giv n J v I, nd r • 1 ric st l d in Ll I )nd "r ffr 

usu 1J Lh rrent m rk t pri •i1·ms 

usu 11y us lh l n r f£ r m lh wh nth r r pur h sing a 

1 rg num ll r pur i t ck b m tr · sury 

sl k(J-Jj km n, l 1,(1996). 



m ni s r .pur h p rli n [ L1 ir r lh 

f 11 n:-

• In ord r to hav t it isp k 1 li n , 

· uisili + In or r l h v 

mp ni s -

• camp ny int n 

xt rnally, 

h r c il I for tl f th r 

privat • by pur h sinp, it har h I 

• Wilh Lh int nl:i n f r ining (as sutslilul ) diviu nds. 

R pur hasing sl k h o r · ing h r pri o that 

I of h r hold rs an l X d c l 

or inary divid d r t nd Lh h vanl 

divided pay ut. It sign, Is posiUv ly Lh t th firms h r s are 

und rvalu d. 

A sto k r pur h 

f m m 

manag m nl want l 

( n rally al s m 

willing l s 11 ll's 

f o s on the c r hu 

i k, (1998). 

n Tl is p 

pr gr m h s th virtu f pr vi linr, slr ng 

ialJ 

nl 

r slak in lh 

v r market) fr 

lhc l c. th 

mp ny by uying 

>pl w) ar 

ff liv w nt's 

v Ju f har s 

dr mati wh n har r uire l 

Lhr ugh l nd r off r (Ka n, (1 ( 5). 

2.3.5 Reverse SRlit 

R v rs split r pr nl pr r rll n I r dn ti n in nd 
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I v ~ d 0 1i kn1 I l I, 

{1996). 

I I u u lly g, liv , su h " uld . n r n lh 

lh l il i if i ult Th 

n n int in ia 1 d if i u It , h 1 t a w nil v 

th st k pri in I 1 igh r tr ing ran I Lra ling osls 

Iorn I c n 

W odri g mJ h 

d lin in 

n t nl. 

2.4 

M igli ni nd Mill r (MM)(1961) 

licy has n eff t n ilh r th firms st k 

y nln thal lh 

rnings power ( ash f1 w) n it's risk 

n t matt r ho ny rrtin s ar 

w h wi Z1 (2 1). 

ll si nifi nt 

k lit nn un m nl 

rgu ~ ll'k l :1 ivi nd 

r its 0 l [ apital. 

it 

( 

istrib t d lw n 



divid n lr r t tn c rnmg . h we lLh f th 

lrn nt J Inlm ~ •m nl, nl m tl tn 

m nag tn •nl'. ivi i nd I i ' (V n f J r n , ( 1 7). 

WI n as I divid nd ar pc id, () 

mp n l l l Lh 'slo khold rs. Th ·, nnol pT 

r itw ul 1 hav lh rwis . (un] rr w m r n n 

I u m r sl k ). 111 t khold r h v tr i d nrr nl an 

f r lur gr th. 

m n lr d the l und r parli ::ul r t f un li n 

firm pa high r th n it mu w ({ kl 

mv clnd har lh valu f U1 giv n up l 

inv xa tly 1 I lh divi id ul. 

MM furlh r rg1J j lh l r p1i at 

JVI ni lr m that lh rporati n nu hl h.J bl to pa . I 

ins tan th r n are w · lhcm d 

th ir d ir d a h di lributi n h n r bl 

will 

I n 

lh 

""'a 
r 

m 

if 

nw 

th . 

any 

f r 

h 

m nu l ur h m mdd ivi i nd ' whi h r r rf l s ubs tilul f 

II m >m i ivi nd i lh h 1 ing 

inv ~lor to hlclin · ·h t s; ul Lilult' for pd m nt nl ·,1 ·h li i I •nd 

by rporali n (Ar h r, l c I, (1 83). 

Wl n iivid n ar J1 l r i I lh l mp ny f lain 

th ass l pit I pr j h mak lh mpc y-

d its st k- gr w. ·ilh r w lh 



l tal r turn. Inv sl r will l l tw n g tli g th 

In ahh in th rm f divi n w r , pit · I 

appr lion 1 t r. n u c lur 1 )tn m d 

ivid n 

divid .n I poli . ' is irr li i I n I p l ie i · ,\ · p o l a 

an lh r . 

2.4.2 Bird in hand Lh ory: 

h is th ry w s , v, n d y Unln (1 2) nd rdon 

(196 ) who rgu lh luaU stockhold v rs n I pr f rs 

divid ntis l pilctl pr ·i Li n . 

h r unc rtainly ri k in lh di id nd r c tv d t da 

than th in th p t d capital appr ciati n s m tim in th 

futur . Th refc r maximizing th divid nd pay ul rat will 

ma imize the t k pri c. his i th c mm nly h ld vic within 

th inve tm nt ommunity. 

iti iz ll M (196) who r rr ito it lh " 

bir in lh h n fall II 

2.4.3 a differential lh o 

by Liz n r r an Ramasw my (197 ), th y r 

lh l l x r l on divid n I high r lh n l x r 

firm the l divid nds h s 

divid n . x 

divi iv d. ax 

n l hav p iJ u w u k is sold. An 

m y be I ss lh n n ivi n s, whi h ar 

pit .. I p, ins. 

w .r valu si <' 

mus t 1 r · id n 

n pi t I g ins 

pit I g ins 

r d rdin ry 



mom 

r nding nth l ituali m 

inv sl r will n r lh t n ni r lc in Ill 

will maximiz ll sl k pri 

I K n , JVI 

final, whil apil 1 

2.4.4 

minimizin L1 

l withh I in 

mpt (Hirl, 9 1 ). 

ry 

lh inv I r, 

I pr m 

r y ulr l 

f 15%, whi h i 

is slat lh l with diff r nt 

ra ets, f r 

IVI n or non-divid n p ying sl k. an 

instituti nal will r in tan pr f r divid n -p ying 

Sl hig 1 l X 

no divi 1 ds. If v ri u 

pr f ren , firms sh 

dv nlag f U1 situ li n. 

l n to h h r s with I 

li nt 1 s of inv 

djusl lh ir divi 

h r hoi er pr 

w p y ul ralio 

n 

th t pay 

h · v livid d 

to t k 

in will 

rs 

pre£ ring urrenl in 

r ti s (Ar h r, l 

m \Vill t ·nd to hold shar s with higl p y ul 

1 83)(1 .. foim1 sh ul t · il r lh ir ivid I 

li ies t uniul ill d d _sir s of inv slor an y t k 

dvantag f th m rk t). Tl u , in uilibrium, lh livid n p y ut 

l y firms will m L h lh 

firm will by all ring il nd.A 

irr 1 v nl. 

2.4.5 

21 



,\g m · 1 r hl In i U1 1 l •nti. I >f < < n 1 in >bj Li 

p lid 

Oivid 

n.han - h 

in 

r 

U1c l 

lh 

n J 

n hip. 

1rm 

8 11 y 

in, ( 1 

I i ,I di id Jd 

11 l n in an d. 

nd Lhu 

). 

1 a m •1 l f divid 11t.l m an inuir ·t wd 1 '<H.l l Ut 

a llvili 01 n, g r ing Lo 

inv sli c li n, h n he vin 

firm. 

ben fi ial l n lh 

xl rnal 

f lh 

Bla (197 ) inl ul"U1 e 1s n 

CIJ d( l t th~ n ll pn 

f divi d, nd 1 v U 

2.4.6 InfornlationaJ si 

it01·s h ldin an m 

effect lheor 

f r - mr 
( rm 

h II ." 

n of lh m l im rlanl nsid rali n U1c l ompam s 

ision n1ak •rs ught l r gniz isU ini nn li n pr ssing 

apacit (int rpr l U n) ili mark t. 

Ri jn di id nd pc m nl is vi ili (> ign 

onv ying 1 siliv in} rm lion a oul a firn fulur arnings 

prosp ls r ulling in m shar pri nv r ly a 

re u li n in divid ncl pc n1 lis vi w s 11 ga liv ign I a ut 

future arning pro p t , r sulting in a d r as m pn 

( ' enanun, (1(( ). Jf f f jn tan 1 aLl i in is mc<.l l pay 

lf'dly hieh ivid ntl, U1 mark l · L rpr ls lhi vid n 

f sustaining gr al r divid nd-paying ap ily in Lh fulur and 

22 



u n it lh h, c J ri 

I (1 77) , rgu U1, l in n tn n, rk t, 

mng nl , n u. nt l rlc nl 

i.n..f rm ti n to th me rk n l lh m. lJ r s in 

dlvi uls · fl om fth 

whil n li 1 g n r~ lly Je pri d 

Thi R 8 ls U1al inv f c n r~ II pr I r 

divi nd L a il 1 gc ins. 

t1 hw r ar .~u d the l a rueh 
m eas 

lL fulur arnin n th ~onlTary divid mi r Ju li n is 

ignal lh l m nag n 

reaction l chan in divi 

inv st rs pref r ivid n 

or c nun ' j ll l h • [ u t u r . ] h 

s n ln sarily h w that 

apil 1 B< ins ul raU1 r U1 f l U1 l a 

price hang foJJows a iv· l nd acti n si ply in i ~at in11 ortanl 

inf rmalion or signaling 

) Slc t d, " ivid nJ m, ' off r tt n ibl 

Vl firm a ilily to g erale iviJ n r Hey 

ali ls lh h ri rve lhc l "in un rtain 

worl in may r i~n r d 

dividen pr vid lear Lm n [me ing a 

sta l m l al u 1 r U n10 w 

2.5 I: DIVIDEN s K 

i\ 

In K n a m sl r th fin li l d in Lh Nairobi sl 

23 



ivi I n s 

r }Uirin1, •• irn 

h lui , lVl 

numl r >f lu li 

nuannu ll 111 

, d 1 l 

uti nsh w 

hav n 

. J 

) i 

v r 

n fi 

1 •g.• l r JUir m nts 

li r 1 ·m nt 

p, l r t ri lio . 

JU l d 

ns wlty 

firms h uJd pa divid nd . n f th r c. s n i Ia k >f inv , tm nt 

Kcr nj (1 87) tuc.Ji U1 c.Ji id 

omp 1 in n c , an f und ul Uwr 

or p rlunil , whi ·h I r nti t~ · ad 't ual• r •I urns. l'iJ rn' s t'a ·I• p ·ilion 

was tit n1 l un1 rlanl nsitL raU n wh n ~ 'i ng livid nd. 

Di id nu p li d 

I a c..iiviu nc..l r n 

f divid d paym 

c..Hvi I ~n 

·ari c {19 3) 

imporlc nt 11 U1 

ompux . Th r 

ompc ni ari 

X 

n l onJ inv lv U1 n wJ Lh to 

ul al l w n1u h ivid nd l > pc ' lh 

I, and wh n l pa th li id nd. 1 hi · k 

ompli l d . 

r r m t rs, w h kh a r 

d l rn inc li n ( 1 ulli ·Jy qu l c.l 

lh lli ]Uidil is lh 

m d l rn · 1in13 divid nd ill the qu l c..l 

h li uidily, w rking c pit{ I, 1 itt I 

l n •l in u d. 

Iminz (1997) < ri d out a study to inv lip,c l wh Lh r 

divi n ra m nt l l k pri and f un the t ivi n 

ha a si nifi h pri es. I als J dut t U1 l lh 

impact m h p,r al r 'h n lh a r u ~ti n in divi lrnd paid 

ll c n c n in ·r tl. P. 

n ng (19 n id r 

2 



nu 1 u and lh lim ti n o U1 n 1t lo 

har h ( und lhal m, nae rs 1i "V thai st) k 1 ivid n I 

n it th urn. 

high r a h d ivid nd aft nu as n 

in a h divid nd f 10.23% afl r U b nu issu s, 

s lalisli lly ignificanl. 

Nj 1' ng (2001) X olin d Ul r J lion hip lw 11 uivid nd 

y u nd n 

r sulls obtain d 

divi 

inan i l ratio su · 1 

Lh L mo t sign.ifi 

r turn OJ\ 

nt vari 

. '1 h 

king 

r tum n ass t whil r turns n uil and 

growth in assls are not onsid r din making divkl nd d isi ns 

aina (2002), rn lu li s to stablish wh lll r lh xisls a 

T auonship lw n iviJ ntl and inv slrn nl h 

c n lu d Lh l inv s lm nt d isions aff ~ t Ut ilivid 1 d isi ns. 

Sine o 1peline or lh int rnal some s of funds giv n U1at 

in Keny funds t bt are v y x n iv n i J' not 

availabl to allth mpani s. 

D 

ds dat s ba 1930s wh n 1 111 

oily (193 ) x nun d l pri · e11 t of sl split 1 studying 

al U1 lim f th s lil. l-I found ut tha t th 

ric ul f lh 95 splits in his mpl . 

asl nslr l s that s lils h v r c 1, n l 

jus t osu1.eU 1 f.f ls il fin, n ic. 1 mark ls. 01ne of Lh 

25 



a1 par ll iU1 igni i ~, nt · I u ' 

ing olum , ond nM in r' 

p 11 • th r c nd s 

d ir bl u r risk and m lr, n a ·Li n ar 

hjgh nlc p, 

id- k pr J d shar s. 

tud ii .inanl of s lit r li koni h k~nl v 

(1 7) u frl tl t l h w that "lh 

an 1 l a l ss r induslr -wi ar r lh 

lZ f plit" 1or v lils ar d l U USUc II high 

gr wU1 in rrun sand ividends. Based on mark l mi • tru tur 

found Li n , U1 ptim 1-tl k-siz h U1 i (J\ng I, 1 

lh t inn split lh ir I ~k I in as Lh siz f U1 li k r hliv to 

Lh shar pri · . tiv li ·k slz "m 

for l.imll nl rs, f w r lr ding rrors and low r osls f n p, ti ti n 

b lwe n lr d r " ( hultz, 1997, p. 1). 'TI1es advanla 

off a ·t. l .inv slors .inherent in a wid r p r nt, 

rr a ll l m s wilh a wi I li k. ullz (1 7) fin I 

0 lil-indu d r du li ns in lr iling · s l but 

d wn 11. an lh 

ssibJ n in 

ac U1 plil tv br k ra 

lder bas aft r s lit . n 

is that ili wkl r spr d 

firms suLfi · nt in nllv 

1 r vi 1 inf rm ti n ( .g., Lhr ugh r s rch 1·ep rl ) ani ring 111 

n w inv tors (Br nn n and llugh s, 991). A wi er di Lribuli n f 

sl k n1a l u L 1 w r • pil 1 c s ls in a mark t wiU1 in n1pl l 

2 



inJ rm Li 

sig 

a mm tri 

n, 1 7). 

lin~ 

l tw n me nag r 

, Lt nli n in U1 

nd m 

Jl IJl rmc li n 

h S r IV d 

, 1 77; 1 I nd 

u 's lit l ign I 

rding l tJ is vi w, lh r 1 g d inf rn 

of plil · l 

lev 1. V u 

this signalin , 

nv y inf rm Li n, n l l s k ul m ptir aJ pri 

n s lit ann un tents ar (Len Uri ul J l 

l. 

h ri ininfl inf rmc lional issu and lrc n li ns Is 

y1 1 furU1 r in. igh inl plil . T ign J tJ l will n l 

op1 irm ilh n ws, spli rr with lh m 

some in r in osls may Lak 

transa · n o ls in lra in 
7 

lower- ri d shar (Or nne 1 an 

Co lan , 1 ). 

R enl Inp· i I fin ling (M Ni ·1 ; lk nl rry, 

R nkin, n U , 1 6; nd il ll and M nu 1, ) h v n 

inl rpr y lh autl1 r s Sf ic lly su orliv f Lh me rric g 

Lra a Lion o ts rlray d by Br nnan 

and op land (1988). A tltis vi w, I w r pri nd 

small fir 

th . tudi 

n galiv y 

r lal 

Lh, t m 

m rk l r c li n 

osls for inv st rs. 

to split ann un m nl ar 

l d l firm iz end sl-s lit pri · and posiliv Jy 

iz f th split fc lor. TL1 signa]in xpJan ti n is 

rs SJlil l hi v 1 w r pri s only if lh y h v 

27 



p iall ~ i nl r ( li n c r th firn . 

In ntr sl, tu tsu p n 

su rt r lh li ui it l n of plit v 

sing Ut 

id 1 n1piri ( l 

ingisnt 

Iik J nLributii !, fa L r. ir ~urn t n f 

Am ric n 

fin th l Lh ri 

nth 

no a 

(A R ), 1u 

U ut d rl in 
1 

sl k 

lil v n wh lher is 

I lit in U1 firm' h m 1 rk l. Th y 

in lra lin · tivi a fl >r U1 hlh il s 

5) finding f 

f r U1 rol f 

of liquidity b n fi . I I n' (1 

liquidi pJj i furlh vi '0 

lransa ti n in 

Wh l v lh ons u n .. , U v1 n that 

omp utiv b< splits n th n ti n f pr rr pri 

ran e is v IV\'h lmin n I ng-standin . U d n surv y of 

ompani s wiU1 lils in U1 • ntury, D 11 y (1933) 

r orls l % f lh manag rs r ndir 8 aid the t th 

pnmary r a n f r plits wa , w1 er distribution f shar , which 

was 11aC omplish d, pr sum Jy, b reducing th m rk l v lu p r 

nd Ulu r Hit Un lr din , a w 11 , b ine U1 

s lut nwn r f h r outs tanding" (p. 7 ). v r half nt ury 

L , Bak r and w 11 (19 3) r rl that manag r ' major tal tl 

purp s of s lils (during y ar 1987 lhrough 990) is I 111 w r 

Lh sl k pri an thus t ring iL inl a pr rr lratling r n e" (p. 

28}. 7 % f Lh n1 11 g r surv d iL a pr ( rr d pri 

28 



r r, 

J int 1 t 

L r d that 

th prima 

min lh 2 

ar driv n 

l pri fr m Lh 01 rk l-wid 

in uslr ra pri . J\1 n , Lh 

f th v ric lion in spJH rali . lb 

h vid n h ws a 

c pri • r ng , wh this rang 

U1er c xnpani s. 

r 1 lit; nl 14 

ti c li 

i li n of lh 

.. prk , nd fr01 U1 

xpl, in 2 % 

pldin 2% 

mpani m ving 

l hy lh 

fpri 

ng 1 (1 97) pr vi 

desir d l v 1, whi h i 

an th vi w f pli tlrivi pri l 

n achi vin an plim 1 r 1 tiv ti k 

lZ . 

Coru , nd I I rri ,(1999) inv Lig t Lh an11 un m nl f s lit 

plil nn un m nl r turns, an r vi i n 

rnmg on lu 

splits plays 

splits. quiU1 l al ( 9 9) 

d that a firm's p ct hi ·t ry f St k 

oU1 the d sign and l f urr nt 

urn nt Lh t firms lh t m1oun 

plits r in industri U1c l xp ri norm, lly rugh c. rning 

gr wth urin lh atm 

Fo r n Vi krey {1 78) fin Lh t t k divid n h 

inform li nal onl nl in that prices lend d l r is wiU1 

announ m nl o sl k diviu ntl, lh y further f und Lh l m rk l 

ffi . Jl Ll r cl l t k Jj itl nd t th x- divid ml , l . 
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2. 

:v nl n im rl nl r · ar h l J in n mi · tu1 

fin .IL p \\ rful l l tha an u d l 

a ll inc n i I tmp l f ng 111 q rat 1 . 1h 

r v nl an 

a n rm 1 l k rj ff ·t a with n unanli ipc t d nl 

s s l inf r U1 ignifi ~ , n · f lh v nl. J\n \nl in finan r 

J11c t ' d fin as hang, pm nt, 

ann un n nl the. l may a r lc tiv ly 1 rg ·h ng in th 

p n l v 11 g I n v nt lu ly i l 

m f n n mic v nl n U1 v lu f th firn . 

·vent lu I i lhe a ·t that, giv 11 r li nalil in lh mer el 

pl lh f c n v nl will r imm 

s urity pn . Thus U1 tmpa l an m as tl t x mining 

s urit ri surr undin th v nl (Me ~kinla ,(1997). 

ci venl sludi he. v n u .d l l sl lh s j lrong rm f 

J, (1969). sls hav n st k 

s pli , divid n f fin n i J 

1ls and r gul L stu i s 1\ 

pr ic whi hi sup sum d tor alu f firm 

since it n n l me nipul l d and r l all U1 r 1 vant 

inform a lion, sh u I l n ur Lh finan i Ullp l f h ng in 

· rp ral f 1i 

In v nl Ludi n 11 lo fin th foil w g · 

3 



•:• nl \ inti \ - p ri OV r whi h lh V nt Ur 

li n wind w- d u v r whi h param ar 

s lim t d 

·:· asur m nt f abn rmal r turn- first sUm t th 1 nTlc 1 

r lurn. A n rmaJ r tw·n i given r turn during lh 

wind w n inu n rnnl 1 turn. Abn rmal r turns r Ul d l 

r fl ·t lh k m rk t' r a li n t arrival f n w inf nn li n. 

sign l ling fr m J:k. 

•:• C n lu ions 
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CHAPTER T HREE: RESERCH METHODOLOGY 

3.0 POPULATION 

The tudy confined itself only to compani s li ed at the 

airobi stock exchange (NSE).This is out of nee ity b c u e 

the methodology employed (event studies) is wholly 

dependen on the existence of stock prices generated by the 

stock exchange. During the period covered by th study, the 

number of actively traded equity securities at the bourse has 

fluctuated between 56 to 48 flrms and all were given 

consideration. 

3.2 SAMPLING DESIGN 

The sample comprised all the listed compan1es that 

declared stock dividend (or a bonus issue or stock dividend) 

during the period spanning from 1st January 1998 to 31 t 

December 2002(appendix 1). Because the study used a 

comparison approach, which required that stock dividend be 

available for at least 60 trading days before and after the 

announcement date any initially sampled company that did 

not meet this requirement were excluded, two firms were 

excluded from the study, since data was not available for the 

month of October 1997. Foster and Vickery(1978) excluded 

from their sample all companies that paid cash dividend 

contemporaneously with stock dividend. Their reason for 

exclusion was that the cash dividend announcement would 

confound and contaminate the effect of stock dividend 

announcement. Thompson ( 1988) later on examined the 

effect of confounding events and concluded that they do not 

materially impair the results of studies. This study 
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not meet this requiremen were excluded two firms were 

excluded from the study, since data was not available for the 

month of October 1997. Foster and Vickery(1978) excluded 

from their sample all companies that paid cash dividend 
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lh n! un in l ( h livid nu urrin , during 

lh v nts win ow y first U1 

- mpani s r gardl s I wh lh r r n 

n 11 s mpl i 

ash divi l nd 

c • 11 Sl ·k divi l nu. n nlf J J np ni •s U·w l 

simull u ly ai h ivid x lud dan U1 n ly is 

r al only on lhe r maining mpani s t tesl I r lh r usln ss 

[ r sull in lh fa of cont m ran us sh divid net. 

h dal us wa s · ndcry i nalur and n ist u mai ly f 

fiv it 15: th n ompany makin slo k divid nd is u , 

rate of U1e st ck clivi end, date of stock ividen a1m rn1cem nt, 

any cash divid nd and daily sl _grices !or lhe company 

(Appendix (ii). The data was s ur ed from lh NS s cr lariat 

information dalabas s. Th information r lal lo eri d from J st 

1" 19 7 l 31 sl m r h 200 . 

ln rder lo be mploy f r ti1e vent stu y, lh data was 

spe d as follows 

J. venl of sludy was ti1 lock divi end ann un m nl. Th 

announro•!Yic,nL dat was t as d n lh date th N was n ti.fi d y 

ll mpany of lh imp ding issu . 111e stamp on th 

stock divi nd noti wh n r eiv d atlh NS · se r lal'i l. 

2. Th v nl win ow in ludcd lh dal of announc m nt and fiv 

tradin day prior t an a l r ti1e ann un m.enl da l . · us 

th 1 neth [ v nt wit d w was 1 ven (1 ) day . Th s mullipl 

ev t wind w was n ssit l d b two considera li ns. first lh fiv 
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lr ding d y ri r l cl1Jl un m nl d l ' , r n d r lh 

urp pluring 'ny J ck lhr u h insi r tra lutp, 

t al (iv y a l r th 

nn un nl ' c U ( tl ll in m, rk t c nd th' 

f w uir tl 

proba iJi U1 t lr ding n nn un m nt inf rmc li n 

will L c plured by U W. 

3. nalysisw tn paris n riod R turn 

Appr h (CPRA) inili 11 tn y F t r , nd Vi ~kf y (1978) 

an u 1uenlly r fin by 'vV lridg (198 ). h RA r quir 

lhal r pr s nlativ lim p ri d ( , ll d th n Period) l 

id ntifi d. To deter in wl thcr sto 111 nt 

imp l n pric s, th m , n laily relur of th vent 

( bs rv Li n rio ) w t l d f r signili nt tali ti al dif£ r n 

wilh th an daily r •l rn f th omp rison perio . '11 

m p riod f r th tudy w s 55 tr ding d ys or th 

ev nt wi wand 55 tra m ays alter th wind w. 

4. 111 lu y I rmination f 121 d ily r turn 

surrounding a h sl k 1v1 nd ann unc m nt at . If t=O is th 

announ ~ n v nt window will h ve 1 J J, ys fr m -

5=t- . l1 om ans n p n d will hav 1 0 ys, spanning -60=L"'"-

6 anti ·I =t=+6Q 
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d sl 

6olr--------------~6rl -+J~Gr/ --------------a~ol 
~----------------~ ~----------------~ 
comp risor pericxl comp r · period 

5. for h st k divid nd ann un n nt v nl U1 d,il raw 

r turns w 
v 

~t=l2t-p,l-l 

p,t-1 
.., 

tis th rat f r lurn f r a ~h s urity n y l 

d th urily n d y t 

,t-1 I lh osing ri n U1 s urily on d y l - 1 ( r vious , y ) 

'l11is cal lali n f rc w r turns was r at d for all stock 

ivi n ann 01 isl nl with W lridf, (19 3) U1 

~k di d s pl wa lr'" Lifi into f ur- u s rn pJ b s d n 

a olute dividend siz . ·n, four-su sampl w r 
. < lO'Yo 1. 

.. > 10°/i,< zocYc, 11. 

... > zoc'l(,< 501'lll 111. 

. > 50(% IV. 

'11 (19 1 in ri ' r lri ls l k livi d l 

di lribuli n f n l m r lh n 20%. This study did n t imp s su h 



r lri li l r it ulJ irr J m 1 d it :tl Lh mpl . II tz 

f nsid r d as l k ivi l nd in ll i stu 

ln Iii 

1 clusi in r r ·t of l 

la wa 

null h 

7. tl , nd L L d l 

f 11 

nd ann unc 1ent h n i 1pa t on sto k 

r turn 

ull hypoth si o 

h siz f st ck dividend ha n ff ton stock 

return 

de il 

r turns gr at r L1 n z 

nl v n 

m n P w r 

mparis n p 

R), n l U 

Z) for all 1 day and f r all U1 

l nnin d. h m , n P Rs an lh 

v nt window 1d Lh 

<11 I 

iBnifi nl diH r n · 

s rlait wh lh r U1 

l lw n lh lw ri J rforr d. To 

f l k divi 

rn divid n ann un aJ1 p R 

nd th mean 1 w m ul d for a h siz su sam J , 

is linguishin twnlh omparison 

mput d f r wind w. t- slati ti s w 

di in m an I. f r n 

r turns nd siz of sl k ivid nd was s u hl. 
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'I mJu t d l d l rmin ii lh n d il r l rn f th 

rvc l i n ri Jl diif n nl fr m 

lh m n ail r lurn lh m ·I i h 

1 id r d r pr 

dail r turn , p r uriti s w r u d, n sine U 

l a J, rp, sampl , r ulls 

norm l d i lri ulions. 

lain d 

Con qu nlly, lh stud nl distri uli n f r U 

h 

in 

ans is mploy J lo l sl for equ lity f vent p ri J nd 

mp ris n p io m an r turns. 

Th l-l l f r air d iii r ces is Lh approprial L sl for s 

Jes ar ~ r m th sam 1 dal f r orl.f li 

dear lh l lh lwo sam 1 s ( v nl p ri 

comparison p riod) ar 

Th l-l slf rr - m pl is as foll ws: 
T= d-

Wh r 

t d under U1 null hypothesis. 

rr rs U dill r n 
n is U1 

ily 

aml 

Dill r n · s lw n th lw m 1 valu s r bl in an lh 

7 



I ulat d l slali li mp r d with U1 riti I l-v, lu fr 111 t hi . 

lain d lat was r rf rm using() 

fh , whi h ul m ti , II provid<• ul, t d 

alu l r h p ir of Vc ria and n indi li n f th ir 

tatisli al sif,nili an .) 
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tu u ) 

d •L rnun if t k divid n ann un n , inf rm ti 1 

in lor . 

1 w nt -f ur (2 ) lild n U1 Nair lo k 

Ex hcmg (N ) ( Pl nli '" ) om thi tudy sampl 'lh 

• 

• 

[ pl 

nth ,. 
VI 

lh in p 

Ling fr m 

an1lllU1 th 

' l k divid nd 

n1p ni 

clivi I d lZ 

s follows 

umuJative 

lion n sj w s bt in L 

mp ni li l i 

Liv s. 

JU un m nl 1\ 

r turn 

n hiJ 

orlf 1i daily r lur and v nl day. 

rrelations Of Daily Return d 

CorrelaUons 

cumulative 
portror10 

daily return eventdt!Y_ 
cumulative portfolio Pearson Correlation 1.000 -.643' 
dally return Sig. (2-talled) 000 

N 114 11-\ 
event day Pearson Correlation - 843' 1 ()()() 

Sig (2-lallcd) 000 
N 114 114 

•• Correlation is signdicant at the 0 01 lellel (2-tailed) 
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Thj tud Uld.lhip,hl 1 f.ss ·unltw nth lw 

rr ]ali 11 0 ffi i nl = -0. a r r 

rr I Lion f UI ul liv 1 rlf H de il r lurn and 

nl da s i nifi nl l 8 % 1 vel f ~on id n 

As th nt 

announrn~ ..... n•ll day, umul v 

lh l p rlf li d il r•lurns d n Lin r 

s l ck <livid nd ann un 

s mi-strong form of lh e.Ui · nt mark l hy 

4 

r dually m aning 

(in anti ipaU n ( U1 

his i in Jin wiU1 lh 

lh is ~ MJI). 



Movement of Portfolio Daily Returns 
c .4 
'-
:J ..... 
Q) .3 
'-
>. 

co .2 
"0 
0 

~ 
. 1 

0 0.0 a.. 
Q) 
> -.1 :;:::; 
co 
:::> 

-.2 E 
:::> 
u 
c: -.3 
ro 
Q.) -.4 ~ 

-64 -50 -36 -22 -8 6 20 

-57 -43 -29 -15 -1 13 27 

event day 

Movement of Returns of Securities-NSE 

ow vera lin graph of umulativ portf li daiJy r turns 

gain t vent days, 

ve whil h wing lh general n gative r ]ali nshi 

ffi i nt (i.e. 0 0.84 ) r v al a 

34 

y the c n lali n 

di li tiv ris in C DR tow the v nt day, th r i a distin l 

incr ase in rtfoli r tu n. 'hi would be atlTi uted l 

in i r trading since. 

T war lh d of th nl p rio (day 35 to 2) a p 

41 

41 
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lati n n d 1 might plain this, " h r 

wh 

<.livid n 

li i I •nd c nn un m nl 1 

r k lw lh l 111 firn r 

r nnu 1 

m m dd in U1 inv Lor nun 

h wn ) r lh graph. ale fr m U1 

harp r· in R graph is sh rUy aiL r lt 

1 ri d wh n m, n t mpc: 111 fit c n 1 ri • st k 

h w) 

k 

th d 1 U1 ry). 1l1i w uld 

s be s , r sull f nd , t . 

4.2. Test b tween PDRGZ for comparison p riod and PDRGZ for 

sls lw n R Z { r mp ri on an R Z for v nl 

d w ndu l d l provid a diU nal inf rm li n I r l sting 

t.h hypolh sis lhal: 

If: Sto divid nd nnoun m nt hav n im pa L on st k r lur s 

ll w,s foun that t U1 9 % onfiden inl rval of U1 dill r n 

ritical valu f r t= 

v lu ~ r t=- . 16 

al at v lu is I s U u ili a1 v lu (it f ll in Th 

r J l r gion)Th r m the data indi at U1 llh I ull 

1 y U1 sis can in f vour I lh all rnaUv hyp U1 sis. 

Thus, fr01n U1 availn 1 'Jal sl k divid n LUl un m ls (whj 

il 

than Z o (PDR Z) vari 1 ) h v a significant ff l n sl k 

42 



r •l I'll • 

I 

f 

R lurn · r l oU1 mpclri n I •u I nJ U 

ir d 

Th [ Jl W111) 1: 

ldli u 

.3% 

L d p,r 

rsi n [daily r turn fr 0 .0 7. 1l1is i l 

f Lh flu luali ns v n u 111 J OJ 

f t= . 99, . r ll an U1 ri ti c l 

f 0. 0, 1 ruling it i nU r j l r gi n. ·r m th s mchyp 

al v , it is c n lud that t k divi I nd nn un em nts ha 

s1 nifican ff L n sl k r lurns (r pr nl d l lh p rl li 

lur I r R ). 'I h null hyp thesi 

t us 

al 

u sis 

a 

r lali n hiJ lw n U1e 

f sl k divi r turns. 

Th null h Lh is, l witJ a 

4 



lh 

L 

· m~ ari 

R 

ry tali Li h 

n 

xpl, in db 

lw nth lw 

diviu n a1m un n nt lh 

v ri li n in sl 

d 

1.125 

n z r 

thatlh r is w1 lu ·Lu li n 

u ,inlh 

lik IillO 

ily r turn r Lh 

variclli 11 i. 7 3%. 

k 

h vinp, wid 

nn un n1 1L f sl ·k i id nd. 



fL r ·ud1 · n nn ut m '1 l ha L n m t1 , it i 

f b U1 • f 

r J n i l •nt, i. '. I ~ ~s 

l f v riati n ( R c nd I 

nd Rate 
n With R turns. 

Varia le Calculated t Crltrcal t 
name 

Portfolio daily 3. 
retum(comparision) 

Portfolio datly 
return( event) 

PORGZ(compari 
son) 

POR Z(event) 

In lh l- l 

b 

P rlf li 

b. 

Th 

1.002 R j ·t 

R j l 

-J.l 2 -.245 R j 

k diviu r <.l r turns as th r lun as r pr s nl d 

ily r turn ( v nl p ri ) 

l 1'11 gr at .r than z r ( mparis n) 

Lu1·n gr , l r th n z ro ( v nl) 

whll U1 rr onding ~rili ·al valu ar .00 ,. 02,.0 ,-.2 5 

r sp ·Uv l •, U1 y all Ji in th r j ·t r gion indkal <.lin lh at v 

45 



ld I of u1nmc ri 

I the llh null h p lhc s i 

the l l k di i l d r lt> he 

4.5. orreJation 

Returns 

h lu y AL c ll .mpl xpl r lh r J, li 1 . hi lw n 

lZ nd c n ll r turns ( R c n l I R Zs), 

U1 ugh rr Li n n I y i . 

Th slo t.livid nd rc l w r slralifi j inl ur s h wn in 

th foll win Labl 

- ·- -
From 0 rnpanies 
% % 

0 9 il 

10 19 Nil 

20 49 12 

Abo e 12 
50 
Total 24 
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'J I r w r n iJ nd f IV n b lh · >lllJ ,1ni 

in th •ri( I Mld rlll tl st ) d ividl nd w r I L lh • 

d inili n f AP (1 l) in m ri lh w ul 1 r rr J l (' 

. And 

i fin a lcug 

ic lc W 

Lri l ( 1 

k plil . Th ampl we 

t W lft lt I W 

~ rr lc li ns w r 

Paired Samples Correlations 

) thi w ul b 

nif rm in th l lh 

mpani 

rf rm t lh f 11 inp, 

And Returns 

N Correlation Sig. 
Pair portfolio daily 
1 retum(comparison) & 

stock dividend sample 
size 

Pa1r portfolio daily return 
2 (event period} & stock 

dividend sample size 

Pair ercent daily return 
3 greater than zero 

(comparison) & stock 
dividend sample size 

Pa1r percent daily return 
4 greater than zero 

(event) & stock 
dividend sample size 

m ll value f orr 1 ti n 

0.2 f r rtf li r turn 

I ~ rlf li r lun 

24 199 

24 .098 

24 .212 

24 .205 

v nl p ri d 

.351 

.648 

.320 

.336 

k <.livid ntl 

k livid nds 

s nla r lun gr al r U1 n z r f r c mparis n 

7 



ri d I st k dh id ,nd c::, m1I iz , , nd 1 r turn 

p,r l r the n 7 r r nl r rio i and slc k fi 

indi ' ill d nMJl tl gr' of d · ·jaliol\/ •lllli n ·hip 

his sh w lilt l inv rs n t m t ll h mu h 

Jffi l th 111 wh t rn is U1 l , sl k divi nd ha n 

d r lh 1 lh 111. 

h valu f r rr lali n 

indi ·at a ·mall d •gr 'of r 

r II ll • Lyl of r turn 

iaU n. 

or th most pc rl th r is n gativ r 1 Lion hit b lw nth 

f arts, i .. wh n to k divi nd rate ris s, I rlf li r turns d r as 

, nd vic v rsa. 

This is po ibl duet U1 f ~ t U1c l wh n c high ral is 

nn un ed, lh r is in r d a · tivity at U1 mark t, wh r many 

ple wanll availa 1 rv.i ·es. This 1 •aus Lo many 

uriUes ein for sal with Lhe final r sulllh t th high 

up Iy /high emand depr ss s U1e p1·ic s. 

It is of int rest iliat tl1 r is a o itive r lationship lw n ivid d 

r te c nd ortlolio daily r tw·n f r com paris n J . This may 

r .0 · tlh fa 'llhal Ll r ·t allh lim , pri . s of 

urili U1 r for r D ·t nJy Lh u ual mark l pc ll rn. 
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k 

,609120 • 103924 

3 $() 233 60?871 1 04077 23 

17. 15117 7 4310 • . 168 14 0209 202966 1 I 312 2J 

99 8113 421 6-493 86.0688 78.43 277 6$81 11!17 23 

The sl k livldend sampl siz s show a sm ll d gr of vari li n r 

dis rsi n fr m lhe p rtl li d Hy return [ r lh lh co1np tis n 

and v nl p riods as f 11 w 

St k divid nd s m 1 lz R f r om ·is n p riod Lh 

efflci nt f variation is 14.55%. 

ivj nd sampl siz I R for ev nt wind w lh o-effi j nl f 

vari li n i .53% . 

of spr ad f r b Lh riods is n rly identical. TI1is 

n indlc l lhall orlfolio r lurns d n l fluclu t 

y as a on u n f sto k divid nd am 1 . H w v r 

P R Z f r v 1t period sl ws a mu 1 r r d · rsion fr m U1 

per 

aft U1 

21.29% i .. around f ur tim s indicating lhatlhe 

l ks wiU1 r turn gr al 

v nt day than f r lh om parison 

49 

r i n1u h higl .r 

riod which is 43.3 % 

000 

000 

259 



r lh l- l vc lu 

in U r J { t r gi n imr lyinf, lht llh null hy1 

1hus U1 

s m h 

4.6 

sto k iviu 

ien.ifi ant ff 

f Robustness 

r u tn w 

nd nl rn1 

m 1 d ornpani 

iz f 

n l k 1v1 nd. 

r p rform d f r lllh 

with h livid 

lh l sirnultan usl 

r l- tali ti all Ji 

d. 

k divi n he s 

Grn lht H'r 1 

nc. 

cash <.livid n 

X ud tl and U1 n lysis rep at nly on the r In ining 

com ani 1 which wer nin to lest for th I ustn ss of r suJ l in 

the fac of on t mporan ous ash divid nd. The followin t 1 

shows U1 ummary of stalisU s generate . 

Table 8 S 

Cash 

Dividend 

Statistics 

Sld 
Dollt 

Which Did Not Declare 

Paired Ssmplu Test 

Psirod Dillcrenoos 

95% Conldonc:o 

Sid. ~dlho 

0 Error Oll"kw«loo 
Mocwl n Moan LOWOf" Uppar I df __!iii (2-lailedJ 

r-Pmr par IloilO dOily 
1 rutum(cor,..,lllisOfl) -

-99.000 1.2E..02 ... OE..03 -99.0097 -00.9913 -24736.29 8 .000 
-~ nol p.'l)'ing 
C!Shdivfd ld 

Pair port 10 daily return 
2 (ovmt period). 

-99006 8.2E.03 2.1E-03 -99 0111 -990018 --4764041 8 .000 
~ not paying 
cash dlvlck1od 

Paor per lyrctum 
3 gr than l.llrO 

(CO!JlXlrison) - -T1 .70« 98476 3.2159 -85.1202 -702887 -24.163 8 .000 
~ not paying 
C03h ~vldond 

Pair poroant dolly rotum 
4 g ar thon U~ro (~) 

148.332 689156 229.7187 -383.4001 676.0845 .637 0 542 
-~on not paying 
ca:lh dividend 

5 



1 o l ·t or r bu tn ~ th' f II wine hypoth ~ is w •r t sl d : 

u 1 hy oth is 

I r turn n H2 #II22: tl re is a 

n1p ni , ' hid1 p 

tern liv hypoth · s 

I 11 =I I 2: U r is n 

t nn 

nd lh hi h on t. 

in f r turns tw n 

mf ni • , whi h pay \ h divid 'Jll.l, n lh l. 

R ull r signili anl al U1 95% l v 1 f l au for aU a s, 

cal ulal d values li on lh 1 fL f the ritic 1 v lu and lh p siliv 

n U1 righl of lh ritical v lu . 1 I n w r J l null 

hy lh d ac 

n , ni unding If laled t-v u Ji in lhe r j l sid . 

The r ul ar U1e same r g rdless of wh lh r slock divid nd was 

ISSU l ngsid ash uiviJ nd r not. 
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CHAPTER FIVE: SUMMARY, CONCLUSIONS, LIMITATIONS 

AND RECOMMENDATIONS 

In this chapter, the findings of the r arch have b en 

summarized and discussed in relation to th objectives of the 

study. Included also are the limitations of the study and 

suggestions for further research. 

5 .1 CONCLUSION 

This study sought to answer the following objectives 

1. Measure the impact of stock dividend announcement on 

share price of companies. 

2. Examine the impact of stock dividend s1ze on stock 

returns. 

To answer the first objective i.e. measure the impact of 

stock dividend announcement on share price of companies 

the null hypothesis which stated that stock dividend 

announcements have no impact on stock returns was 

rejected at 95°/o level of significance arriving at the conclusion 

that stock dividend though a cosmetic corporate event do 

have a significant impact on stock returns. This is in line 

with the findings of Ikenbery et al (1996),Grinbalatt et a1 

(1984), Asquith et a1 (1989) and McNichols and 

Dravid ( 1978) who found that stock dividend has 

informational content in that the prices tended to raise 
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w itll < nn w1 m nl C k divi n e: ud urU1 :r f 1 d that 

m rk l 'd l -k <.Livid nd l - ivid nd it l . 

Thi study f und U1 lhirly ifll l rl 

d d ys aft r sl k ivi nd ann unrni"T'Innl, whi h i lik ly l 

- ivid '!l lay. Il n -Iud u lh U1 null 

hy 1 l d n l lh man n i Lh l k 

lVJ d h v a ig nlf:i ~ant n sl k r turns as 

r Rs, RGZ. 

·n, Ludy also s that Lh r 1 1 u 

n1pani s' sh r . pri s incr as u 1n de ys b Lh' 

ann un ment day n La m ani s h v in ll highest r .turn 

ri r l w r lighting, Unga rou 

h v v r me com aru u 1 as Llmw·u l , asini wcr thinly 

lT d d during the p i d nd Lh ir was n tradlnR ven all r l -k 

dividend aru1ounc m nls. 

R ull f r lh s nd i. . th i f sl k clivi nd iz 

on to k r lums, lh sl k ivid nd into tw 

lr t 's f 12 omp ch and so lh r sul w uniform an 

results g n rat d for th stral ' show a n g liv r lationshi 

b tw n U1 variabl s, i. . Wh · n stock clivi nd rat ris s, rtl li 

r turns v r . 

It is f inl est th l U1 r is a 

divid n ral and p rlfoli ail 

W olriug (1983) also v d 
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tali nal !f ' t L U1 liin , pri. f urili s U1 r for r fl 

Lh u u.ll m rk t 1 clll ~rn. Th SI all v lu s of · rr 'I li n 

small d gr of li n/ r I Li nshi 

turns , divid nds s mpl siz . ll i 

c n ·Jud that inv lor d 

U1. m wh l mal rs i lhat a 

m l all 

lhc n lh lZ m . f r Lh ~w 

mu h importan 

r ult was l r j t U1e null hyJ lh Jl th all r 1aliv 

hy U1 si th llh size f sl ck divh.l nd 1 san ff ton slo k 

divid nd. I K ,ny il s n 

sl k ivid nu going by lh 

what mana r giv ar sl ·k lits n l 

AP (1961) of Am rica d finilion. lock 

plils ar larg di tribuU n . 'I I r sull ar onsisl nl wiU1 

w lridB (198 ) lhatlarg di tri uti n ·I s r sull in signifi nl 

sl k 1 ri ~em v m nl. 

t st I or Lh ro usln f th r uJ ls fill n m ni s U1 t 

pay a ash clivid n were x lud d fr m U study and analysis was 

don f r the nin ompan1 that did not nt mp r n us ay ash 

n with sl k ivi nd R<>sull. indical is n 

conioun ing f£ l as th li in th r j t sid . 

TI same r gardl ss of wh th r stock diviu nd w, 

issu d al ng i 

(1 88) who 

ash divid I d, whi h i in lin wiU1 Thomps n 

that ·ortfi unding v nl do not materially 

imp ir U1 r ults f vent ludi s. 
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nu J tr in l by c num 

Pr gap in Lh de l U l d. It diffi ull t 111 in 

lh nap ially f r lh r 1997 an l 1 ii t that 

0111 f lh < n'lJ c m in th-. amp! • w r I fl >Ut c nd also Ill • 

. mp d w s r du , t 12 cleo y t h lp a 

some f lh ru s. 

, 2. 1l1 f u f th tudy wa also a li1nilin fa tor in lhc l it 

Io us c.l n th ompam Lhal w r ntinu usly quol c.l l lh 

air i sl k x ·hang r m 1 8-20 2; it id t xarnin 1 riv l 

m ani r ulls. 

• 3. h U r Jimilalion w lim availa 1 f r Lh r s ar h. If tim 

wer avail 

lh in pli n f U1e Nairo i 

relatio hips uld b r v al J. 

k ex 1ang nd more 1 , ling ul 

Ext 1 1v r r h is n d d in U1 area f t ~k divid nd I l k 

splits in K ny su'\C lit ralur n U1is i 1 kine. 1l1is r 

x min d nl Lh in! n li n 1 nl nl of t k split/ I k 

divi rr d 

li cls f l k lil fa "' l r i. . xamin wh th r managers si nc J 

their priv l iJ rmation ab ul utur arn.ing L y hoi f plil 
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fa ·t r. 

2. lndu try ff I clft r sl ' k split/ l ·k di id nd i. . amim lh' 

oth r firm in an ind.u try c l r n firm d ' lar ~ a 

l ck uivitl mi. 

f l lh trading fc H!,C.' h Olll 1 £ 1' 

/ sl ·k plil in K nyc. 

uinp, sl k diviJ n I 

. l:.xc min firm's pc f t ck 1 lit l if 

crud 1 r J in b lh lh d ien and H ' l f curr nt spli ls. 
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Appendix { i )sample 
com anies 

TAL 

Ll IURUTEA 

57 

divid n,} hdi 
NIL 

NIL 

NIL 
Nl 

Nl 

0. 

1.5 

1 
10 
1 
'J 
2 
5 



NAME OF COMPANY 
DATE OF ANNOUNC M N 
DIVIO N 

~TOCK DIVIDEND RATE 
CLOSING 

:DAY DATE PRICE DAY -
~ -17 
-ss -- - .. 1JJ 
-5€ -15 
-51 -14 
-5€ -13 
-5!: -12 
-5~ -11 
-53 -10 
-52 -9 
-51 -8 
-50 -7 
-49 -6 
-48 -5 
-47 -4 
-46 -3 
-45 -2 --
-44 -1 
-4:J 0 
-42 1 
-41 2 
-40 3 
-3jl 4 -- --3S 5 
-37 6 
-36 7 

-3J 8 
-34 9 
-3} 10 

<!~ 11 
-31 12 
-3__Q 1? 
-29 14 
-2_8 15 
-2] 16 

-~ 1] 
-25 18 

-24 19 
-23 ?_Q 
-22 21 

-21 21 
-~0 2_3 
-~ 24 

I--
2!] -1 e ..__ ,_ 

t 

SERIAL NO. 
CASI I 

CLOSING I CLOSING 
DATE PRICE IQAY 

~rl 
[~RIC_§_ -

--
28 

~ 
3~ 
31 
32 
33 
34 
35 
36 
37] 
Jtl 
39 
40 
41 
42 
43 
44 
4f 

4€ 
4/ 
4~ 

4~ 

5( 

51 
5~ 

53 

54 
55 
56 
57 
se 
59 
60 

~R 



-- -r-
Event Portfolio daily Cumulative PDR greater than 
day return (PDR) PDR ~ero 33~1 -60 000~ 

-
0 0019 

-59 0 .0072 000 1 4 17 
-58 - ~oJ 000 4 20 l!_~ --57 0 000~3 000993 2917 
-56 0.0079 0 01763 2917 
-55 0 .030031- 0 02423 2083 
-54 0.0025 0.02673 2083 

1-
-53 0.0011 00278_] 20~ 
-52 -0 .0021 o2si2 20~ 
-51 -0.0072 0 2501 25 
-50 -0 0044 02457 12.5 -
-49 0 0142 0 25 9 a 33 
-48 -0.0060 0 2531 12 -
-47 -0.0013 02518 208 
46 -0.031§ 022 20 83; 

-45 -0.0014 02186 2917 

-44 0.0054 0 .224 25 -
-43 0.0032 0.22752 29.17 

-42 0.0051 0.2323 208] 

-41 0.004l 0.2366 2083 

-40 0.0139 0 2505 29 !1 
-39 0.004_tl 0.2553 208~ 

-36 0.0031 02564 - 2!: 
-37 0.0026 0 201 12 5 

-36 0.0084 02694 201!_3 

-35 -0.0075 02619 8 33 

-34 -0.015<] 02463 12!; 

-33 0.00~ 02502 20~ 

-32 -0.0032 0 247 20~ 
-31 0.004 0.251 - 37.5 --
-30 0 0012 0.2522 208~ 

-29 000~9 0 2571 208~ 

-26 -0 0034 0 2537 12J 
-27 0.0006 02543 208~ 

-26 -0.0022 0.2521 8.3~ 

-25 -0 0004 0 25 17 16G7 

-24 -0 009~ 0 2418 12 5 

-23 0.0008 0.24?6 12 5 

-21 1- -0 0004 02518 206~ 

----20 -0.007_] 0 2514 12.5 

-19 0.0022 02463 12.5 

-18 0.002 0.2403 2917 

-17 -0 0028 0.2455 16~1 

-16 0.0028 02403 2917 

-15 0.00~ 0 252 33~ 



-14 -00012 0 .249 12.54 
-13 . ..() 0003 0 2487 1GG7j 
-12 00004 0249-i 12 5 
-11 -0 01 - 0 2391 4 17 -
-10 ..() 0068 0 ?.323 833 

-9 0 .0019 02342 2~ 
-8 ..() 0012 0233 206~ 

___;] .:0 00~ - 0 2307 166 
-6 0.0064 0 2J71 3/:; -
-5 ..() 0074 02297 17 Jg; 
-4 0.001 02307 13 04 
-3 00065 0 2372 304~ 

i--
-2 0.0018 0 239 2609 
-1 -0 0009 0.2381 21~ 
0 0 0159 0 254 173 
1 01081 0 1459 43~ 
2 0.0927 02386 52 ~l 
3 0 0139 02525 39~ 
4 0 0121 02646 4J48 
5 -00045 0 2601 21 74 

6 -0.013 02471 208] 

7 0.01011 0.25721 25 

8 -0.0135 0.2437371 _208] 

9 -0 0005 0 24321 12 _§ - -'-

10 0 0011 0.24'131 833 

11 ..() 0112 0 23311 12.!: 

-0.0147 
.___:.;_ 

12 0 21841 12.!: 

13 0.0007 0.21911 16.67 - - - - - -
14 -0.0087 0 21041 16 67 

15 -{) 0241 0 18G I 20 u~ 

16 -0.001 0 18531 16.67 

17 -0.0058 0 17951 1667 

18 -0.0052 0.17431 12.5 

19 -0.0028 017151 16~ 
20 -0.00055 0 17101 25 

21 -0.0232 0 14781 2917 --
22 -0 0167 0 13111 12.5 

23 -00345 0 09661 12~ 

211 -0 01133 0 08526 200J 

25 -0 0039 0.08138 1~ 

26 -0.0136 0 06778 25 

27 -0 0009 0 06688 12 5 

28 -O.OOG7 0 06018 8 33 

29 0.0023 0 06248 2s 
30 -0.0018 0 00068 833 

31 00075 0 06818 375 

32 -0.0027 0 06548 20.83 

33 -0 0165 0 0'1898 12.5 

34 0001 0.0-1998 12.5 
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I 35 ooooe 0 05078 20.83 

R -·- -0 0013 0 04948 4 17i --
7 0009'1 0 05878 12.s; 

3tl -0 005'1 0 05348 16 67~ 
39 -0 034 0 01948 833j 

r 40 0 00031 0 01979 12~ 
r 41 _:Q.0015 0 01729 166~ 
~ --- - -42 -0 001!i 0 01579 16 67 

43 0 .0025 0 01829 12"" 
44 -0.0233 -0 00501 6ll 
45 -0.00019 0.0053 16671 
46 0.0021 -0 .0032 83 
47 0.0022 -0 001 2917 
48 -0 03313 -0 03413 8 .33 
49 -0 .015., -0.04943 16.67 -
50 0 0014 -0.04803 16 67 

51 0 0021 -0 04593 16 Q.! 
52 -0 0123 -0.05823 12!: 

53 -0 .0086 -0.06683 20 83 

54 0 0118 -0.055503 /5 

55 0 002a -0.05223 20 83 

56 -0.0284 -0.08063 16 6] 

57 -0 0011 -0.08173 417 --- ---se 0 0015 -0.06023 12 . ~ 

59 0 0001 -0 08013 16 tiT 
60 00007 -0 07943 20~ 
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A uts 

Palled Samples Statistics 

Sid. DeVIation 
Pa1r portfolio d return 
1 or event mdow 

II 3 97393E 0? 

percen eda 
re um greater n 19643 11 13 0172 3 9248 
zero of vent wrndow 

Paired Samples Correlations 

N Correlation Sig 
Pa1r portfolio daJiy return 
1 or event window & 

percentage darly 11 735 010 
return greater than 
zero of event wmdow 

I P:.lrod S:lmpl Tc>st 

Pai~d IJdfereuces 
95% eoorldence 

It lefVal o( the 

Sid rr01 Difference 

Mean Sld Deviation Mean La.wr Upper I df Slg. (2 la~lcd) 

nfollo daaly retum 
ev I Wlf -
rcontsge daily -29.6.219 12.968040 3.916041 -38 3474 -20.8964 -7.~ 10 000 
tum greeter than 
•o d evonl window 

Paired Samples Statistics 

Sid Error 
Mean N Sid OeV!allon Mean 

PaJr stock diVIdend rate 6004 25 1 1953 2391 
1 cash diVIdend 1.3600 25 .4899 9.798E 02 

Paired Sample Correlation 

I~ Correlahon Srg. 

Parr stock diVidend rate 
25 247 233 

1 & cash dividend 

2 



Pa.-
1 

Pa 
2 

Parr 
1 

Pair 
2 

Paired Samples StaUstics 

Mean N 

4.27E..O-t 55 

-61E..03 55 

tda return 
gre ter than zero 19.1660 55 
(companson) 

I) 53 7820 55 

Paired Samples Corr lations 

porlfo 10 datly 
r lum(comp n n) 
portfolio d tly r tum 
( vent p nod) 

55 

55 

CorrelatiOn 

-089 

- 194 

63 

-2 383 

Std rror 
Sid De ean 

I .00639E-02 1 36E-03 

7.7581 1.0461 

='78.7625 37.5883 

s 

.521 

157 



P lr"<f mples Test 

Paired ,ffc!fMCCS 

95% Confidence 
I Of the 

Std Std E11or Dtlfercnce tg 

Me.~ Ocvlahon M~an LOW(!r Upper I df (2·latlod) 
P11r portr oho dally 
I r lurn(companso 

n) - porlloho 7 E-03 I 288E-02 t.7<4E·03 3.04E-03 I OOE-02 3 .757 S4 000 
rl!lurn ( 
period) 

p percent d tly 
2 r turn Q1 l r 

lhan z ro 
(com son)- . 62 2803676 37 8048 -110 4 100 4 1.1760 -.918 54 36.4 
percent 
return gr ter 
than tero (01/Cfll) 

Paired Samples Statistics 

Sid Error 
t.1_ean _tl Std Deviation Mean 

Par rortfolio dally 
I lGE-03 24 8548]2E 03 1 74E-03 

1 r tum(companson) 

stock diVidend s mple 
3.5000 74 5108 1043 

size 

Pair portfoliO daily retum 
-8 2E-03 24 9 96152E-03 2 03E-03 

2 (e nlperiod) 
st diVIdend s mplo 

35000 24 .5108 .1043 
size 

Pair percent daily retUJn 
3 great r than zero 206587 24 7 5226 1.5355 

(companson) 

stock diVIdend sample 
3.5000 24 5108 1043 

slz 
Pair percent daily return 

103.1113 24 421 7538 86 0901 
4 greater Ulan zero (e nt) 

stock divldend sample 
3.5000 24 5108 1043 

size 
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Sid Fnor ...._, Moan dr 

) . 
3 o4911&C2 509120 103924 -33667 

2 3.508233 .509071 . 708 

p., 
3 17.1587 H310 15168 140209 20..2966 11 312 23 .000 

Plllr 
4 

99.6113 421 .&493 860688 -78-4356 2n.ssa1 I 157 23 259 

Paired Samples St4ti tics 

Std Error 
Mean N Std . OeVIahon Menn 

Patr portfolio dally 
-4 9E-04 9 1.20067 -02 4 OOE-03 

1 r lum(comp rison) 

companie 1101 paYJng 
99.0000 9 0000 0000 

cash divld nd 

Pair porlrolio dally r turn 
-6 4E-03 9 6.23460E .03 2 08[-03 

2 (event period) 
companies not paYJng 

99 0000 9 0000 0000 
sh dividend 

Pair percent da•IY return 
3 greater than 7eto 21 .2956 9 9 .6476 3 2159 

(cornpanson) 

companies not paying 
99 0000 9 0000 0000 

ca h dividend 

Pair percent daily return 
245.3322 9 689 1561 229 7 t87 

4 greater than z ro (evenl) 

compan· s not paying 
990000 9 .0000 0000 

cash diVIdend 

5 



Paired s.nples Tat 

p lod ---
9S%Conlld 

Sid Sid lnle!rVal o( tho 
Oovi..Uo r .. ., _ Dtfkl()f 

Mldn n LOW« u df 

P* 1101 IOd. ly 

1 riiUm(~IDl)-
·99000 11E.02 <t OE..OJ -99.0097 -98 9913 -24736 29 8 000 

CIDI!1)81 not pay1l'>g 

cash d ldand 
Pw partfoiiO ·ty~ 

2 (.,.cnl period)- • 9 006 6 2E-03 2 1E·03 -99.0111 -99 0016 -47640 ... 6 000 

Patr 
3 gr :tei'O 

(COITif-) • - 17 1044 96476 32159 -85 1202 -70.2887 -24 163 8 000 

c:ampor- not p.;l'flng 

c:ashd·~l<l 

p 
.. 146.332 689.156 229 7187 -3834001 676 0645 .637 8 542 

66 



BIBLIOGRAPHY 

Ahoron J. and way I. ( 1980), Quarterly dividend aming 
announc ment and hareholders return : an empirical 
analy i , Journal of Finance March pp 1-12 

Angel . (1997) "Tick size, hare prices, and Stock Splits/' 
Journal of Finane (June), pp 555-581. 

Archer tephen hoate Marc and Racet e George ( 1983), 
Financial Managem nt, 2nd edition, publi hed by John Wiley 
and son . 

Asquith Paul and Mullins D vid W. (1983) 'The impact of 
initiating dividend payments on shareholders' wealth.' Journal 
of bu in January. 

Baker H.K., Phillips A.L. and Powell G.E., (1995), 'The stock 
Distribution Puzzle: A svnthe is of the literature on s ock 
splits and ock Dividend, 'Financial Practice and Education 
(Spring I ummer), pp 24-37. 

Black Fi her, (1976) "The dividend puzzle,'' Journal of portfolio 
manag ment Winter pp 5 

Black Fisher and Scholes M (1974) "The ffect of dividend vield 
and divid nd policy on common stock prices and returns, 
:Journal of fmancial economic May pp1-12 

Bothwell J.C., Jr., (1950)," Periodic Stock Dividends," Harvard 
Busine Review (January), pp 89-100. 

Brennan .J. and Copeland T.E. (1988), tock Splits, Stock 
Prices, and Transaction costs ,"Journal of Financial 
Economic (October), pp 83-10 1. 

Brennan M.J. and Hughes P.J. (1991), "Stock Prices and the 
Supply of information, "Journal of Finance (December), pp 
16665-1691. 

67 



Brinkl ames (1983) "Shareholders Wealth, information 
signaling, and th pecially d ignated dividend: an empirical 
tudy, " Journal of Financial Economics, August. 

Brockington R.B. (19996) Financial Management, 6th edition, 
DP publications, Aldine place London 

Committe on ccounting Procedure. (1961) Accounting 
research and terminology bulletins, American Institute of 
Public ccoun ants. 

Conroy, Robert M. and Harris, Robert S. (1999):"Stock 
plits and information: The role of share Price. Journal 

Financial Managem nt: Autumn, Vol. 28 lssue3 p 28, 

Copeland T. E and Weston F. j, (1988), fmancial theory and 
corporate fmance, 3rd edition, Addison- Wesley publishing 
com pan 

Dolley, J. C. (1933) Common- Stock Split- Ups: Motives and 
Effects, Harvard Bu iness Review (October 1933), pp 70-81. 

Fama E. Fisher L. Jensen M., and Roll R., (1969) "The 
djustment of Stock prices to New Information," International 

Economic Review February . pp 1-21 

Graham B. Dodd D.L., and Cottle S., (1962), Security Analysis 
Principle and Techniques, 4th ed. New York, NY, McGraw-Hill 
Book Company. 

Farida Abdul, ( 1993) An empirical study to identify 
parameter which are important in determination of dividends 
by publicly quoted companies, Unpublished MBA project UON. 

Friend and Pickett, (1964)," Dividends Stock Prices" American 
Economic Review September. 

6 



Gitman L.J. ( 1 998), Principal of managerial fmance . brief 
edition Addison Wesley M xico city U.S.A. 

Grinbl tt, M.S., Ma ulis R.W., and Titman S., (1984), "The 
Valuation Effects of Stock Splits and Stock Dividend ," 
Journal of Financial Economics December, pp 461-490. 

Han,K.C.(1995),"The effects of reverse splits on liquidity of the 
stock,"23. Journal of Financial and Quantitative Analysis, 
March pp 159-169. 

Hickman Kenta A, Hunter Hugh 0 ., Byrd John W, (1996), 
Foundation of Corporate Finance, West Publishing Company. 

Inkenberry, D.L., Rankine G., and Stice E.K. (1996)," What Do 
Stock Splits Really Signal?" Journal of Financial and 
Quanti ative Analy i , September 1996, pp 357-37 

Kaen, Fred R. ( 1995) Corporate Finance, Black well 
publishers 

Karanja James (1987) The dividend practices of publicly 
quoted companies in Kenya Unpublished MBA project, UON 

Kuria John (2001) A study on dividend policies growth in 
assets, r tum on assets and return on equity at NSE, 
Unpublished MBA project, UON 

Levy H. and Sarnat M. (1990) Capital Investment and 
Financial Decision, 5lh edition , Irwin, Illions. 

Lintner John (1998) "Distribution of Incomes of corporations 
among dividends, retained earnings and taxes," American 
Economic Review, May pp 97- 113 

Lakonishok, J. and Lev B., (1987) "Stock splits and dividends: 
why, who, and when," Journal offmance 42, pp 913-932. 

69 



A. Craig (1997)" Event studie in Economics and 
Finane Journal of Economic Literature (web sit ) 

Maina u an Wairimu (2002) Empirical r lationship between 
dividend and investment decisions of firms quoted in the 

airobi tock exchange, Unpublished MBA project, UON 

McMenamin Jim, (1999) Financial management: an 
introduction, Routledge publi hers. 

cNichol M. and Dravid, (1990) "stock dividends, stock splits 
, and signaling", Journal of fmance. pp 857-79 

Miller, H. and Modigwan F. (1961) Dividend policy, Growth 
and th valuation of shares, journal of Business of University 
of Chicago , October pp 411-33 

McWilliams Abigail Siegel, Donald, (1997)" Event studies in 
management research: theoretical and empirical issues ," 
Academy of Management Journal, June pp 626-632. 

Muscarella C.J. and M.R., (1996), "Stock Splits: Signaling or 

Liquidity? The Case of ADR 'Solo-Splits,"' Journal of Financial 

Economics May, pp 3-26. 

Onyango . 0., ( 1999) ,A study to establish factors managers 

consider before declaring bonus issues and the benefits to 

shareholders at NSE Unpublished MBA project UON 

Pandey I.M. ( 1997),Financial management, Vikas publishing 

house, new Delhi, India. 

70 



PikeR. & B. eale (1999): Corporate Finance, Deci ion & 

Strategi s, Prentice Hall-New Delhi, India 

Ross, Westerfied and Jaffe, (1993) Corpora e finance, 2nd 

edition Irwin, Homewood, U.S.A. 

Stem ewart roundtables, ( 1998) Discussing the revolution in 

corporate finance, Blackwell publishers. 

Smith, Clifford, The modem theory of corporate finance, 2nd 

edition orth Holland publishing company. 

Van Hom ( 1983) Financial Management Policy and Analysis, 

6TH Edition, Prentice Hall Intemational 

Walter J., Dividend policy: its influence on the value of 

enterprise , Joumal of Finance May 1963 pp 280-291 

Woolridge Randall (1983), "Stock dividend as signals," Journal 

of Finance Research pring. pp 1-11 

Woodridge Randall and chambers Donald R. (1983)," Reverse 

splits and shareholders wealth," Journal of Financial 

management, 1993 pp5-15 

71 


