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ABSTRACT

The corporate bond market in Kenya currently accounts for barely 10% of all bond transactions
at the Nairobi Securities Exchange. The objective of this study was to establish the effect of bond
issues on the performance of the stock price of firms listed at the Nairobi Securities Exchange.
Toward this end. the various measures of stock price performance were explored in an effort to
highlight the possibility of bond issues as being another source of information to the market,

which could have an effect on share prices.

A descriptive analysis was carried out and the event study methodology employed to investigate
this relationship. The market model was used to estimate the market returns which were used to

calculate the abnormal returns of each company’s stock on every trading day.

The findings obtained were the result of the parametric t-test carried out at a 5% significance
level, which revealed outcomes that pull in cither direction with regard to the objective of this
study, i.e. where bond issues have a positive effect on the share price of the issuing company and

where the bond issues have a negative effect or no effect at all.

With this outcome, an actionable recommendation for further studies would be the use of
cumulative average abnormal returns instead of cumulative average returns. Policy and practice
could also put the findings of this research to use by encouraging the issuance of corporate bonds

by firms, amongst other interventions highlighted later in the paper.
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CHAPTER ONE

INTRODUCTION

11 Background of the Study

As debt instruments, bonds are a cheaper source of external capital for firms especially when
interest rates are relatively low. Over the past few years, a significant number of low- and lower-
middle income countries in Africa have put development of corporate bond markets on their

national policy agenda (Irving, 2010).

Previously, companies in most emerging economies were interested in borrowing from banks
(Luengnarumichai&Ong, 2005). Some impetus to corporate bond issues in these markets has
come from higher bank lending rates since the onset of the acute phase of the global financial
crisis in the fourth quarter of 2008. This has been the case in Kenya, for example, where bond
market activity has been picking up over the last four years. The government has also been
pursuing policy initiatives to boost both local issuance and investment, including an exemption
of bond investors from withholding tax on interest. Among the companies in Kenya that have
recently tapped the local fixed income market are KenGen, Safaricom, Centum Investments and
Consolidated Bank of Kenya. So far, there has been strong investor interest in these recent
issues, some of these (the KenGen and Safaricom issues) even tending to be oversubscribed
(Irving, 2012). The case for bond issues has also been made stronger by the general reluctance of

banks to issue loans with long maturities (Eichengrecn, 2004).

Though 90% of the bonds issued in Kenya are government bonds, more companies are turning to
the bond market to raise funds as put forth by Thiong’o (2012). This enables companies to avoid
the high interest rates charged by banks and the widely incomparable efficacy of stock issues

which would hardly register the same level of subscription relative to bonds.

In the more recent Kenyan scenario, companies that have issued bonds (public infrastructure
bonds etc.) have gone on to show a commendable performance trend, as evidenced by reported
profits and dividend pay outs. The question that lingers, therefore, is whether this is just pure

coincidence, or if this is caused by among other factors, issuing straight debt.



In a broader understanding, it would also be agreeable to view this as a questioning of whether

the capital structure of a company will have discernible impact on the profitability of the firm.

111 Bond Issues

Firms issue bonds for a variety of reasons. By issuing bonds, a firm can often borrow money for
a fixed rate for a longer term than it could at a bank. Most banks will not make fixed rate loans
for longer than five years because they fear losing money if their cost of funds rises to a higher
rate than long-term loans. Most companies want to borrow money for long terms and so elect to

issue bonds.

Secondly, bond issues provide firms with a way to raise capital without diluting the current

shareholders' equity stake in the firm.

With bonds, companies can often borrow at a lower interest rate than the rate offered by banks.
By issuing bonds directly to the investors, corporations can eliminate the banks as "middlemen™
in the transactions. Without these intermediaries (i.c. banks), the borrowing process becomes

more efficient and less expensive.

Further, by issuing bonds, the borrower is spared the task of undergoing numerous separate
negotiations and transactions in order to raise the capital it needs. Bonds therefore offer a very

efficient way to borrow capital (Pandey, 2009).

The corporate bond market in Kenya has seen a steady growth trajectory over the last couple of
years, especially as a result of higher bank lending rates since the acute phase of the global
financial crisis in the fourth quarter of 2008. Despite being relatively smaller compared with
South Africa and Nigeria, the Kenyan bond market is considered as one of the most advanced in
Africa. For instance, in 2011, the country's bond turnover to GDP ratio stood at 19 per cent, the
second highest in Africa behind South Africa. This measure indicates that for every S100
produced in Kenya’s economy, S19 are traded on the bond market. On bond settlement, the

international bond settlement standard is paying three days after the transaction is concluded.



However, in the Kenyan market, the transactions can be concluded on the same day the
transaction is done. This is more advanced than South Africa’s bond market, the biggest on the
continent, where payment is done four days after the deal is concluded. However, South African
bond turnover is about S250 billion, while Kenya is at $5 billion. Though 90 per cent of the
bonds in Kenya have been issued by the government, more companies are turning to the bond
market to raise funds. In 2012 alone, Consolidated Bank and Centum Investment have issued
corporate bonds worth Ksh5.2 billion (Thiong’o, 2012).

The low issuance by commercial banks has largely been blamed on the poor liquidity of the
corporate bonds in the secondary market. For example, whereas government securities have a
turnover ratio of 88 per cent, corporate issues have a turnover of a mere 2 per cent. The poor
liquidity of these bonds, coupled with the risks associated with corporate bonds, means investors

demand a premium to hold these bonds (Thiong'o, 2012).

The government, since 2010, has also been pursuing policy initiatives to boost both local
issuance and investment, including an exemption of bond investors from withholding tax on
interest. The implementation of a more flexible approval process for bond issuance and a flexible
secondary market framework that allows over the counter trading of bonds has also been made
possible with support from the International Finance Corporation, IFC. This system seeks to also
improve efficiency of trading, clearing and settlement, and to promote transparency in the bond

markets (Neha, 2012).



112 Stock Performance

Like most gods on the free market, the price of any individual company’s stock is determined by
demand and supply. However, because investors have to decide whether they should pay more or
less for certain stock, they usually weigh information about the company, the state of the
economy and even their own investment goals. It is common that the investors will be concerned
by a company’s financial health, information to do with the industry that the company operates
in, economic trends and even national//world events. Equipped with this knowledge, investors

will then make a buy/sell/hold decision.

Typically, securities markets arc sensitive to the arrival of new information. This differs by the
level of market efficiency, but the effects of any hitherto unannounced information are
consistently present in any of these market efficiency scenarios. Therefore, even information of
an imminent debt issue could have an effect on the stock price of a firm. Whether the actual
trading of the bond would also affect these prices, is what this study shall seek to find out

(Pandey, 2009).

1.1.3 Bond Issues and Stock Performance
Theoretically, bond issues should not have any discernible effect on the stock performance of a

firm, since this is only a way to raise capital for the business.

While empirical evidence suggests that pure equity offers have a relatively large negative effect
on the value of the issuing firm, issues of straight debt come across as having a small non-
negative effect on the value of said issuing firm. It’s also safe to conclude that offers for the sale
of convertible securities, which combine characteristics of both debt and equity, have negative
profitability effects that lie between those observed for pure equity and straight debt

(Abhyankar& Dunning, 1999).

While inferences can be made about a company’s stock performance from published financial
statements, the general mood (inclined toward a bear or bull scenario) of investors may also
point toward the profitability and well-being. Since this fixed-income class of securities is also
traded at the securities exchange, this investor disposition might possibly play a bigger role than

earlier captured.



Financial statements represent historical activities of the business and are as such a lag indicator.
However, they still are the source for information that’s used in most of the financial ratios that
act as key performance indicators e.g. Return on Equity, Return on Assets, Asset Turnover,
Profit Margin, Debt/Equity Ratio etc. (Mishra et. al., 2009). This study will therefore attempt to

more lucidly demonstrate what impact bond issues may have on the profitability of a business.

1.1.4 The Nairobi Securities Exchange

On the Nairobi Securities Exchange, there are currently 63 government bonds issued by the
Government of Kenya and 19 corporate bonds and notes issued by 9 companies. Of the corporate
bonds, there is none whose issued value is more than Kshs. 2 billion. The combined value of all
listed government bonds is approximately Kshs. 400 billion, while that of the listed corporate
bonds is approximately Kshs. 13 billion, bringing the NSE debt market’s capitalization to about
Kshs. 413 billion. The maturities of the government bonds range between one and twenty years
while those of the corporate bonds range between two and eight years. All the listed government
bonds have fixed coupon rates ranging between 6% and 14%. The corporate bonds are either

fixed or floating (https://www.nse.co.ke/market-statistics/bonds-statistics.html)

1.2  Research Problem
According to Dunning et al. (1999) and supported by numerous other studies, a firm’s

profitability falls by about 3% on average with the announcement of the issue of leverage
decreasing securities e.g. stocks. This drop in the profitability is as a result of the company
assuming more risk. The converse is tme i.c. a firm’s value increases with the announcement ot
leverage increasing securities, though this happens to a degree that is hardly significant. The key

element here is that the effect on share price and value is reversed in this case.

Fama and French (1998) argue that a company’s financing decisions have no effect on its market
value and that therefore the firm’s performance is indifferent to debt versus equity financing.
However, this argument rests on two assumptions: that there exists a perfect capital market and
that companies maximize both the shareholders and bondholders wealth. Miller and Modigliani

(1958) ascribe to this school of thought, postulating that company value and debt level arc not


https://www.nse.co.ke/market-statistics/bonds-statistics.html

correlated. Conversely, Masulis (1983) found that leverage changes and changes in stock price
are positively related, signifying that company value is positively affected by any changes that
occur in debt level. He showed that when a company increases its use of leverage, returns and
values can be magnified. However, Masulis did not address the notion of risk. Financial leverage

could increase a company’s value and returns, but it also increases its level of risk.

In the Kenyan scenario.Ringui (2012) contends that firms could be spurred to perform better if
the political, macroeconomic and regulatory factors in the country are favorable for the corporate
bond market to thrive. Ringui’s study however, does not directly inquire what the relationship (if
any) is between these firms’ performance and any debt that they issue. Shibira (2003) in his
study, seeks to identify the factors that may influence the pricing of the bond, vaguely
highlighting that the value of the company might be a factor. The reverse relationship is left to
deductions and inferences from this study, though in all fairness, it was not a study objective.
None of these studies was successful at dissecting the relationship between debt issue and stock

performance at the Nairobi Securities Exchange.

13 Research Objective
The objective of this study is to establish the effect of bond issues on the performance of the

stock price of firms listed at the NSE.

14  Value of the Study
The study of bond issues and their effect on firm profitability is an example of a sharing of ideas

between academic research and financial analysis practice. The results from this research would

help inform bond issues or help in forecasting financial statements of companies.

By studying this relationship, a broader group of investors would be able to make decisions
based on the success of bond issues, for instance, for them to buy, sell or hold the stocks of a
company and when not to do so. A strong relationship between these two would make this a

good indicator.



Institutional investors, who seem to especially have deeper pockets with less stringent terms than
banks, could also use the subscription level of bonds they’re involved in as a pointer to how safe
and well utilized their money would be. This would encourage them to either invest more due to
predictable company performance or equally grant them peace of mind with the knowledge that

their money is safe.

Corporate bonds account for 10% of the bonds issued by the Nairobi Securities Exchange. This

study would help potential investors make informed decisions about what offers to participate in

and which ones to just pass by.

Finally, to the researcher, it poses the challenge to become pro-active in the quest for other

indicative measures as opposed to the traditional financial statements, which are lag indicators at

best.



CHAPTER TWO

LITERATURE REVIEW

21  Introduction
In this chapter, a review of underlying theories shall be presented, followed by a literature review

of empirical studies. This shall be followed by a brief discussion of bond issues and financial
performance. A conclusion drawn from the literature review of empirical studies shall then bring

this chapter to a close.

2.2 Review of Theories

221 Signaling Theory

Investors’ perceptions of a company are influenced by a company’s financing policy. This was
demonstrated by Ross (1977). Signaling Theory is based on the assumption that the management
if a company is better informed about the company than creditors or investors. Any signal they
send that might suggest bctter-than-expected cash flows may enable an investor to create value.
Investors are therefore constantly watching for these types of signals from the managers. Ross
affirms that a company’s financial structure provides indispensable information about its
financial situation and that the value of a company will increase with its level of leverage. Higher

debt ratios could signal positive management expectations as far as future cash flows are

concerned.

2.2.2 Agency Theory
Agency Theory offers a slightly divergent perspective to the debt-equity relationship in a linn.

According to agency theory, the principal-agent conflict can be mitigated by having the
managers own a larger stake in the company. The use of debt can reduce agency costs between
the firm’s managers and shareholders by reducing the “non-committed” cash at the disposal of

the managers to pursue their own interests.



Jensen (1986) therefore notes that companies with higher managerial ownership may not need to
incur much debt financing because managers who own shares would most likely act towards

increasing shareholder wealth.

2.2.3 Trade-off Theory
Trade-off Theory, as postulated by Modigliani and Miller (1963), suggests that companies with

more tangible assets can incur higher debt because of their ability to provide sufficient collateral
and security to lenders. The conclusion can be drawn that companies that heavily invest in
tangible assets also have higher financial leverage because they can borrow at lower interest rates
if their debt is secured with these types of assets. As a result of this, companies with more
tangible assets may have easier access to debt markets than smaller companies, and also the
ability to borrow under better terms and conditions. This would help the former in achieving

better results as compared to the latter (Ferri& Jones, 1979).

2.2.4 Pecking Order Theory
Pecking Order Theory looks at the mixture of equity and debt that a firm employs to finance

itself. Financing comes from three sources; internal funds, debt and equity. According to the
theory, firms prefer to finance themselves internally through retained earnings; when this source
of financing is not available, the company issues debt and only in the last instance does it issue
equity. This is due to the type of message that the different type of securities send to the market:
while debt signals to investors that management are confident that they can service the debt,
equity signals that management believe the firm to be overvalued and could potentially trigger a
fall in its share price. A relationship can be drawn, therefore, between the value of a firm and a
debt issue (Frank &Goyal, 2000).



2.3 Review of Empirical Studies
According to Chin and Abdullah (2012), based on a bond issuance of Malaysian companies over

a certain period, the equity returns of bond issuers are seen to increase. The announcement of
corporate bond issues, it was seen, may act as a market signal to investors spurring the stock to
perform better. The results of the study saw a positive cumulative average abnormal return,
which implies that an increase in debt has a positive effect on stock prices. However, this study
looks at debt as a combination of borrowing from sources other than the buyers of bonds issued

by the firm.

As the significance of the bond market as a source of funds keeps growing, there is a possibility
that it could affect the equity market. As noted by Gcbhardt, Hvidkjaer, and Swaminathan
(2005), bonds and stocks have the same underlying operating cash flows and are affected by the
same company fundamentals. In the study, it is shown that over a ninety day period, any
abnormal returns on a company’s stock matched by better performance of short term notes with

floating interest ratcs. Therefore, bonds cannot evolve independently of equities.

Masulis (1983) found that leverage changes and changes in stock price are positively related,
signifying that company value is positively affected by any changes that occur in debt level. He
showed that when a company increases its use of leverage, returns and values can be magnified.
However, Masulis (1983) did not address the notion of risk. Financial leverage could increase a
company’s value and returns, but it also increases its level of risk. Masulis (1983) showed that

when companies increase their use of leverage, returns and values can be magnified.

According to Barclay andSmith (2005), adding more debt to a company’s capital structure can
serve as a credible signal of higher expected future cash flows. The managers of companies that
have raised their levels of debt are, in effect, signaling to the markets that they are aware of the
states of their companies, which are favorable, and they are confident that the companies’
perfomiances will allow them to pay off their additional debts. The study shows that there is a
positive correlation between the degree of leverage and the forecast performance of the stock of

the firm.

10



The issuance of a security will create demand for a discount in order to hedge against the risk
that the security is overvalued and therefore the markets will react negatively to a firm’s external
financing (Myers &Majluf, 1984).Covitz and Harrison (1999) develop and test a recursive model
of debt issuance and rating migration, where rating agencies reveal informationover time. This
adverse election model assumes that firms possessprivate information and use it to time their
bond issuance. As a result, debtissuance provides a negative signal of debt rating migration.

They also predietthat the signal strengthens with economic downturns.

According to Ringui (2012), companies could proceed to perform better if the political,
macroeconomic and regulatory factors in the country arc favorable for the corporate bond market
to thrive. What’s implied here is that if companies are encouraged by all these factors to pursue
debt financing, then positive gains could be seen in these companies’ performance.Ringui (2012)

puts it forward that bond issues could make these companies more profitable.

Thiong’o (2012) sites both advancements made in the recent years towards trading of bonds at
the NSE as well as hindrances that may have seen a below par subscription of corporate
debt.Thiong’o further points to the oversubscription of two recent bond issues (KenGen, 2010
and Safaricom, 2011) and the subsequent profits recorded in the corresponding financial periods

as an indication toward the relationship between firms issuing debt and an increase in revenues.

In the study conducted by Chin and Abdullah (2012), the results showed that the bond issuer (the
firm) enjoys a cumulative average abnormal return (CAAR) especially around the period
surrounding the event (the bond issue). Specifically, bond issuers generally experience an
increasing CAAR trend over the 60 days before (t=-60) the event day or the bond issuance date
(t=0) and over the first 10 days (t=+10) of the post-event period. There was a decline in CAAR
from 60 days to 55 days before the event date when there were abnormal losses. Thereafter, the
cumulative average abnormal return surged to a positive value starting from day t=-45, fluctuated
between 1 and 3 percentage points (as a percentage of the total returns), and finally increased
substantially after day t=-1, one day prior to the event day. After the event day, the CAAR
continued to rise for three days and finally reached a peak of 6.84 percentage points on day t=+9.
However, immediately after the ninth day, the CAAR began to show a declining trend, dropping
to alow of 4% at day t=+23. The CAAR rose again after day t=+24 and fluctuated between 4.5%

and 5.5% until 45 days (t=+45) after the issuance date, but failed to be sustained thereafter.

n



Therefore, it increasing the leverage position of a firm translates to a positive impact on market
prices, it implies a positive relationship between bond issues and equity market return. The
favorableinformation signal and its positive effects on stock prices could also be attributed to the
use ofthe funds from the bond instruments that are generally meant for productive purposes such
as company growth and expansion. In summary, the Malaysian equity market appears to

generally react positively to the issuance of bonds.

Castillo (2004) takes a position contrary to the one expounded on above. lie argues that the
authorization of bond issues by the Chilean Securities Market Authority (SVS) does not generate
significant abnormal returns. These results are consistent eitherwith the no news theory (markets
reacting in a certain fashion, these effects not necessarily attributable to any specific news) or
with the no impact theories (where company information is not seen to have influenced stock
movement in any particular direction) presented in the paper. The findings are also consistent
with the Myers and Majluf(1984) asymmetric information theory, whose prediction is that the
announcement of issue of debt should produce either no effect on the price of the stocks or a very
small negative effect. It should however be noted that this study was modelled along similar
studies conducted in developed markets, and hence the consistency of the results ot Castillo

(2004) and those from US and European markets.

Eckbo (1985) studies the stock effect to corporate debt offerings during the period 1964 through
1981. He finds the two-day (day -1 to day 0) abnormal return to the initial announcement of the
bond issuance is significantly negative. With the analysis of cross-sectional regression, the
negative stock price reaction is found having no relationship with the bond issue, particularly
with the size of the issue. This result is inconsistent with the Asquith and Mullins (1986) model

in which the offerings size has a negative correlation with the stock abnormal return.

In tandem with these results, Lewis ct al. (2003) also find significantly negative stock price
reaction to the bond issuance announcement during the two-day (day -1 to day 0) trading period.
They further indicate the stock price reaction has a relationship with the decisions of security
design. A logistic regression model is employed in the paper by Lewis et al. (2003) to compare
the characteristics between the bond issuance firms and the industry “compositc'Tirms i.e. those

that already have a mix of equity and debt financing. The results show that no significant

12



influence on profitability can be traced to the bond issuers. This study was conducted on firms in

the US market. However, the specific focus of this study was on convertible bonds.

Further conflicting empirical results are found for changes in company value and return.
Ammannet. al. (2006) and Chcnet. al. (2005) found significant negative abnormal returns
following the issuance of bonds. In contrast, Martel and Padron (2006) registered positive
abnormal returns after bonds issuance. For the Japanese market, Kim and Stulz (1992) found -
0.23% stock price reactions to bond issue announcements. They attributed this result to tax
advantages in offshore markets. Due the conflicting findings in prior studies, more empirical

evidence is required.

24  Performance Measures
As noted by Pandey (2009), financial statements arc an important tool for the diagnostics of

company performance, because the operating performance ofa firm shapes its financial situation.
These statements are the basis of financial ratios and some of these arc used to estimate the

profitability of a company by running a ratio analysis of a firm. These include:

24.1 Earnings per Share
EPS is the portion of acompany’s profit allocated to each outstanding share of common stock. It

is calculated as:
EPS = Net income /Average Common Shares

24.2 Return on Equity
ROE measures the accounting earnings for a period per shilling of shareholders’ equity

invested. ROE in a sense provides the analyst with an “accounting” measure of the

“returns to a shareholders’ investments. It’s calculated as:

ROE = Net income / Shareholders Equity



=2.43 Return on Assets
ROA measures the return on each shilling invested in assets. ROA therefore doesn’t

distinguish between capital raised from equity holders and that raised from creditors. It’s
calculated as:

ROA = Net Income / Assets

24.4  Profit Margin
Profit margin measures the fraction of each shilling of sales that makes it through to net

income. It mostly reflects the company’s pricing strategy and its ability to control cost.
The profit margin is calculated as:

Profit Margin =Net Income / Sales

2.4.5 Asset Turnover
Asset turnover measures the sales generated per shilling of assets employed. It’s

calculated as:

Asset Turnover = Sales/ Assets

Since all these measures of profitability are arrived at by using information that’s readily
available from the financial statements, none of these measures draws a relationship between
debt issue and share price performance. At best, these methods arc “lag indicators” as they rely

on information that is historical in nature.

25 Conclusion from the Literature Review
Conflicting empirical results are found for changes in company value and return. This is clear

from the divergent characteristics of the cumulative abnormal returns obtained by different

studies from different markets upon the issuance of bonds.

The capital structure of a firm, the mix of equity and debt that a firm employs to raise capital for
its business activities, is related to the profitability of the firm. However, the actual cause/effect
relationship between these two is what the empirical studies contend, no school ot thought

overwhelmingly prevailing over the other.
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With the lack of proper studies on the effect of bond issuance on the share performance of firms
in the developing markets, there is need for a study to fill this gap to help managers make

informed decisions regarding the capital structure of their companies.



CHAPTER THREE

RESEARCH METHODOLOGY

31 Introduction
This chapter addresses the methodology that was employed to carry out this study and analyze

the data gathered. The research design is highlighted, and there after a definition of the
population of the study. The data collection methods employed and a description of the statistical

methods employed to analyze the data bring the chapter to a close.

3.2 Research Design
A descriptive study was carried out using the event study methodology. Event study analyses

differentiate between the returns that would have been expected if the analyzed event would not
have taken place (normal returns) and the returns that were caused by the respective event
(abnormal returns). The ‘market model” was used for predicting the normal returns around the

event date.

3.3 Study Population
According to Zikmund (2010) a population refers to an entire group of individuals or objects that

possess a common observable characteristic. The target population for this study was all the
companies listed at the Nairobi Securities Exchange that have issued debt, in the form ol bonds
or notes and whose debt7note issues had not matured as at the date of this study. The study was a

census of the six listed companies that met this criteria.

34 Data Collection
Secondary sources of data were used for this study. The study focused on a period of thirty days

before and after each bond issue was announced for each of these firms. The data was mainly
obtained from the Nairobi Securities Exchange Bond Statistics. This was augmented with data
from financial journals, company websites, CMA Statistics, NSE Bulletins, publications and

articles about bond issues.



35  Data Analysis
Returns of the firms’ stock as well as the market return wcrecalculatcd and matched. The alpha,

beta and sigma coefficients for each event were then obtained using IBM SPSS Statistics 20.0.
Using these values, the t-values needed for significance testing were then calculated by
deducting the expected returns from the actual returns of the firms’ stock (throughout the event
window) to obtain abnormal returns, then dividing these abnormal returns with the standard

efror.

Based on the study by Chin & Abdullah (2012), an event study analysis differentiated between
the normal returns and the abnormal returns. The market model was used for predicting the

normal returns around the event date.

The abnormal returns, AR”, were given as:

AR, =Ru-(a +/fRny)
Where: AR,,is the abnormal return of the firm T on adistinct day, ‘t’.

Ruis the actual stock return of the firm ‘I’ on a distinct day, ‘f .
Rmlis the actual return of the market on the specific day.
(a + fIRm.i) is the expected return of the stock on the specific day.
a is the y-intercept.
[?is the slope of the equation.

The individual abnormal returns for each individual firm were then cumulated over time to yield

the cumulative abnormal returns (CAR,.,):

CAR,, =Z%ti ARit
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It was important to ascertain whether or not the abnormal returns are significantly different from
zero. This assessment was made by hypothesis testing. The null hypothesis (HO) maintained that
there were no abnormal returns during the event window while the alternate hypothesis (Hi)

suggested the presence of abnormal returns within the event window.

The parametric t-test was employed using the cumulative abnormal returns as the test statistic, to
reject/accept the null or alternate hypothesis at a 5% significance level with two degrees of

freedom.
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CHAPTER FOLK

DATA ANALYSIS AND PRESENTATION OF FINDINGS

41 Introduction
In this chapter, all the data that was collected for the study shall be presented. A summary and

interpretation of the findings shall then be done, along with explanations of the findings and

comparisons with previous studies.

42  Data Presentation

The following is the data collected from the companies listed at the Nairobi Securities Exchange
that have issued debt in the form of bonds and notes that still have not matured. The companies
are Safaricom Limited, Barclays Bank Limited, CFC Stanbic Holdings Limited, Housing

Finance Company Limited and KenGen Limited.

The specific data elements that were of importance to the analysis are the volume weighted
average price of the shares, which is the turnover per counter divided per shares ot that particular
firm traded, and the NSE all-share index, a marker of the overall skew of the market over a

particular trading day.
We will use the techniques highlighted in chapter three to analyze individual data for every firm.

421 Safaricom Limited
Safaricom Ltd. issued a five year bond on November 2nJ, 2009. The bond has a fixed rate of
interest over the five year period. The share prices around this date were taken for analysis and

these arc detailed in table 11 in appendix 2.

The event date is the date of the issue of the bond and the length of the estimation window is 25
days. The length of the event window is 11 days, 5 days prior to the event and 5 days after the

event.

19



Fig. 4.2./ Safaricoin Ltd. expected returns, abnormal returns and cumulative abnormal returns.

After obtaining the expected returns ([E]JR), abnormal returns (AR) and cumulative abnormal
returns (CAR), the AR t-test statistic was obtained and then summed to yield the CAR t-test
statistic, which would then be compared to the critical value from the t-tables. The procedures
and computed figures are highlighted in table 1.3 of appendix 2.

The resultant CAR t-test statistic is 4.247474.

422 Barclays Bank Limited
Barclays Bank Ltd. issued a seven year bond on July 14th, 2008. The bond has a fixed rate ol
interest over the seven year period. The share prices around this date were taken tor analysis and

these are detailed in table 2.1 in appendix 2.

The event date is the date of the issue of the bond and the length of the estimation window is 25
days. The length of the event window is 11 days, 5 days prior to the event and 5 days after the

event.
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Fig. 4.2.2 Barclays Bank Ltd. expected returns, abnormal returns and cumulative abnormal returns.

After obtaining the expected returns ([E]R), abnormal returns (AR) and cumulative abnormal
returns (CAR), the AR t-test statistic was obtained and then summed to yield the CAR t-test
statistic, which would then be compared to the critical value from the t-tables. The procedures

and computed figures are highlighted in table 2.3 of appendix 2.

The resultant CAR t-test statistic is 0.037626.

423 CFC Stanbic Holdings Limited
CFC Stanbic Holdings Ltd. issued a seven year bond on July 7th, 2009. The bond has a floating
rate of interest over the seven year period. The share prices around this date were taken for

analysis and these arc detailed in table 3.1 in appendix 2.

The event date is the date of the issue of the bond and the length of the estimation window is 25
days. The length of the event window is 11 days, 5 days prior to the event and 5 days after the

event.
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Fig. 4.2.5 CFC Stanbic Holdings Ltd. expected returns, abnormal returns and cumulative abnormal returns.

After obtaining the expected returns ([EJR), abnormal returns (AR) and cumulative abnormal
returns (CAR), the AR t-test statistic was obtained and then summed to yield the CAR t-tcst
statistic, which would then be compared to the critical value from the t-tables. The procedures

and computed figures are highlighted in table 2.3 of appendix 2.

The resultant CAR t-test statistic is 1.035008.

424 Housing Finance Company Limited
Housing Finance Co.Ltd.issued a seven year bond on October26th, 2010. The bond has a floating
rate of interest over the seven year period. The share prices around this date were taken for

analysis and these are detailed in table 4.1 in appendix 2.

The event date is the date of the issue of the bond and the length of the estimation window is 25
days. The length of the event window is 11 days, 5 days prior to the event and 5 days after the

event.
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Fig. 4.2.4 Housing Finance Co. Lid. expected returns, abnormal returns and cumulative abnormal returns.

After obtaining the expected returns ([E]R), abnormal returns (AR) and cumulative abnormal
returns (CAR), the AR t-test statistic was obtained and then summed to yield the CAR t-test
statistic, which would then be compared to the critical value from the t-tablcs. The procedures

and computed figures are highlighted in table 4.3 of appendix 2.

The resultant CAR t-test statistic is -3.21612.

425 KenGen Limited
KenGenLtd. issued a ten year bond on November2"d, 2009. The bond has a fixed rate of interest
over the ten year period. The share prices around this date were taken for analysis and these are

detailed in table 5.1 in appendix 2.

The event date is the date of the issue of the bond and the length of the estimation window is 25
days. The length of the event window is 11 days, 5 days prior to the event and 5 days after the

event.
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Fig. 4.2.5KenGen Ltd. expected returns, abnormal returns and cumulative abnormal returns.

After obtaining the expected returns ([E]JR), abnormal returns (AR) and cumulative abnormal

returns (CAR), the AR t-test statistic was obtained and then summed to yield the CAR t-test

statistic, which would then be compared to the critical value from the t-tables. The procedures

and computed figures are highlighted in table 5.3 of appendix 2.

The resultant CAR t-test statistic is 1.651283.

4.26 Significance Testing

Firm
Safaricom Ltd.
Barclays Bank of Kenya
CFC Stanbic Holdings Ltd.

Housing Finance Company Ltd.

KenGen Limited

CAR t-test
statistic

4.2475
0.0376
1.0350
-3.2161
1.6513

24

Critical
Value

292
2.92
2.92
2.92
2.92

Result
Reject null hypothesis at 5% sig. level
Do not reject null hypothesis at 5% sig. level
Do not reject null hypothesis at 5% sig. level
Do not reject null hypothesis at 5% sig. level
Do not reject null hypothesis at 5% sig. level



43 Summary and Interpretation of Findings'
The market model is used to obtain the expected stock returns. Each individual firm’s bond issue
is analyzed as an individual event and the results examined. The estimation window picked for

each of these events is 30 days and the event window is 10 days.

First we take a look at each individual firm’s expected returns, the abnormal returns and the

cumulative abnormal returns.

On the day of the issue, Safaricom Ltd.’s stock doesn’t show any abnormal returns registered,
and this only happens once in the subsequent 5 days. However, it is worth noting that the period
preceding the event shows the stock process enjoying fairly significant abnormal returns. This is

shown in figure 4.2.1.

Figure 4.2.2 shows us that the expected returns ofBarclays Bank Ltd.’s stock through the event
window are all negative. Abnormal returns are registered on 6 of the 11 days. However, both the
event day and the subsequent day register negative returns with a corresponding negative

expected return..

The only significant abnormal returns in CFC Stanbic Holding’s stock are registered on the
second day of the event window. The rest of the period, including the event day has either small

positive returns or none at all. This is evident from figure 4.2.3.

As shown in figure 4.3.4, Housing Finance Company Limited’s stock has cumulative abnormal
returns that skew negatively for the entire event window. This highlights the lack of significant

abnormal returns.

During the entire event window, the expected returns for the shares of KenGen Ltd. are in the
negative region. The firm’s stock goes on to realize abnormal returns all but two days. There are
no abnormal returns on the day before the event but the trend is reversed after the event and

continues for 4 of the subsequent 5 days. This is seen in figure 4.2.5.
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The parametric t-testis employed using the cumulative abnormal returns as the test statistic, to
rejectnot reject the null hypothesis. This is done at a 5% significance level with two degrees of

freedom.

At the 5% confidence interval and with 2 degrees of freedom, the critical value from the t-table is
2.920. Out of the five events, only one turned a test statistic that is greater than the critical value.
Safaricom Ltd. returned a test statistic of 4.2475, which is greater than the critical value. We
therefore reject the null hypothesis at 5% significance level. Therefore, the alternate hypothesis
holds for Safaricom Ltd.’s stock, which suggests the presence of abnormal returns on stock

prices during the event window.

None of the other four firms’ test statistic was greater than the critical value of 2.920. Barclays
Bank Ltd. returned a value of 0.0376, well below that of Safaricom Ltd; CFC Stanbic Holdings
yielded a value of 1.035; KenGcen Ltd. had a corresponding test statistic of 1.6513 while Housing

Finance company limited had the lowest test statistic value, at -3.2161.

We therefore do not reject the null hypothesis for these four events, which maintains that there

are no abnormal returns on these stock prices during the event window.

Previously, the study conducted by Chin and Abdullah (2012) showed that the bond issuer (the
firm) enjoys a cumulative average abnormal return (CAAR) especially around the period
surrounding the event (the bond issue). Specifically, bond issuers would experience an increasing
CAAR trend over the 60 days before (t=-60) the event day or the bond issuance date (t=0) and
over the first 10 days (t=+10) of the post-event period.After the event day, the CAAR
wouldcontinue to rise for three days and finally peak on day t=+9. However, immediately after
the ninth day, the CAAR would again begin to show a declining trend, dropping to its lowest of
day t=+23. The only stock with almost similar characteristics to this established trend is that ol
Safaricom Ltd., as evidenced in figure 4.3.1 above. However, even with a generally positive

trend, the returns do not display the consistency of the stocks with a peaking CAAR.
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The majority of the results are more consistent with Castillo (2004) who argues that the
authorization of bond issues does not generate significant abnormal returns. These results are
consistent either with the no news theory (markets reacting in a certain fashion, these effects not
necessarily attributable to any specific news) or with the no impact theories (where company
information is not seen to have influenced stock movement in any particular direction) presented
in the paper. The findings also tally with the Myers and Majluf (1984) asymmetric information
theory, whose prediction is that the announcement of issue of debt should produce either no

effect on the price of the stocks or a very small negative effect.
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CHAPTER FIVE

SUMMARY, CONCLUSIONS AND RECOMMENDATIONS

51  Summary
The corporate bond market in Kenya hasn’t been growing in tandem with the demand for more
capital by firms that need to expand (Thiong’o, 2012). As a result, the corporate bond market

seems to be a very confined financial playing field with the potential to become bigger.

Therefore, the purpose of this paper is to try contribute to the literature that might spur further
development in this sector by investigating the effect, if any, that bond issues have on the stock
price performance of the firms that issue debt in the form of corporate bonds or even long-term
notes. The ideal outcome, in working toward the secondary objective of encouraging debt issues,
would be that bond issues have a positive effect on stock prices. This premise would therefore be
used to encourage more borrowing for raising capital, as opposed to the traditional loans and

share rights issues as the only avenues of raising capital for a business.

The study was conducted by collecting stock price information on firms that have issued debt
that is being traded on the Nairobi Securities Exchange bond market. Given that this is a fairly
small number of about five firms, no sampling was carried out for the study and instead a census
was done. Descriptive statistics were used to carry out the analysis, in the form of an event study

for each individual firm, with each bond issue being analyzed as a single event.

The parametric t-test was then used for hypothesis testing, with the cumulative abnormal returns

of each event being the test statistic.

Though the graphs comparing expected returns, abnormal returns and cumulative abnormal
returns gave us a rough idea of what kind of returns to expect on the stock prices, the hypothesis
test at a 5% confidence interval revealed the presence of abnormal returns in only one bond
issue, that of Safaricom Ltd.Since this only represents 20% of the population, we cannot

conclude that bond issues will always have a positive effect on stock prices.
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5.2 Conclusions

Bond issues do not have a significantly positive effect on the stock prices of issuing firms.

Only 1event had a test statistic of 4.2475 which is higher than the critical value at 2 degrees of

freedom and at the 5% confidence interval, 2.920.

Upon further studying the trend of these returns, there’s a peak on the tenth day before the event
(day = t- 10), of 0.83%. This is the highest these returns reach, the only other significant level
being hit on the sixth day before the event (day =t - 6), at 0.64%. The stock prices do not seem
to even react positively to the actual commencement of trading of the bond, because the
abnormal returns recorded on the event day are negative returns. This would perhaps even shift
the credibility of the hitherto observed positive returns as being the result of other factors not

captured in the scope of this study.

The remaining events all had a test statistic that was below the critical value at an identical
confidence interval (5%) and similar degrees of freedom (2). For these firms therefore, the
hypothesis test implies that none of them experienced a period of abnormal returns as a result of
the bond issue. Most of these firms even recorded negative abnormal returns on both the day of
the issue and the two subsequent days (day = t+2). This set of events and outcomes being the
majority would therefore suggest that abnormal returns on stock prices are not to be expected as

a result of issuing debt.

Since the evidence to the contrary shows 80% of the population ascribing to the hypothesis that
maintains an absence of abnormal returns due to issuance of bonds, we can conclude that for

firms listed at the Nairobi Securities Exchange, issuing a bond will not positively affect the stock

pnee of the firm’s stock
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5.3 Recommendations to Policy and Practice

As highlighted before, the bond market in Kenya is still relatively underdeveloped. There seems
to be a disparity between the number of firms that show direct need for capital and the number of
debt issues that are floated for this purpose. To exploit the potential that this market could attain,
it would be prudent for targeted interventions to be undertaken to encourage the issuance of
bonds by companies. The government has of course long been a leader in this field with the
issuance of infrastructure bonds, municipal bonds etc. The key to encouraging issues by

companies would be lowering the barriers to entry that exist, and ensuring stability of market.

One way of ensuring market stability is by increasing liquidity and addressing bond market
fragmentation. Support for existent benchmark programs could be through strategies for building
liquidity such as bond reopening and initiating approaches to smoothen the debt maturity

structure such as bond exchanges through switches and conversions.

Automation of primary market processes by the Central Bank would go a long way in
encouraging more listings at the Nairobi Securities Exchange. Providing internet banking could
also become a launch pad for other services, such as online bidding for bonds, faster

dissemination of auction results and statements for all held securities.

Fast tracking financial markets reforms, particularly at the secondary market, including
diversification of existing products, improving the legal and operational framework and
expanding the trading platform to incorporate over-the-counter trading. Mechanisms should also
be reviewed and developed to reduce insider activities and fraud so as to mitigate these risks and

increase the integrity of the financial markets.

Finally, promoting financial literacy would ensure market confidence and increased numbers of

investors, therefore enhancing further market deepening.
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54  Limitations of the Study

The major limitation of the study would be the size of the bond market and the number of bonds
actively traded that have been issued by listed firms on particular. Out of all the bonds traded,
corporate bonds barely make up 10% of the total bond turnover at the Nairobi Securities

Exchange. The lack of sufficient events may have affected the study adversely.

For the purposes of this study, the parametric t-test was used for significance testing. Since
parametric tests assume that individual firm’s abnormal returns are normally distributed, it is not

entirely out of question and water-tight that some of the research findings may be as a result of

an outlier, for instance.

Inthe estimation of what the expected market return would be, the market model was used.
Whereas it’s widely accepted as the standard model, it has one misgiving in that the model

assumes that the risk free interest rate included in the a factor is constant, which conflicts with

the presumption that market returns vary over time.

An issue of the event study methodology employed relates to the trading of the analyzed firm's
stock and the market chosen as a reference index. Infrequent trading of the firm's stock, or a
mismatch of trading days between the stock and the reference market, may lead to problems in
deriving the estimation parameters a and //. Specifically, mismatches in the time series ot returns
in the stock and market returns throughout the estimation window may lead to overall shorter
estimation periods and potentially biased parameters. Therefore, mismatches within the event

window will lead to failure in calculating individual abnormal returns and thus to incomplete

cumulative abnormal returns.
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55  Suggestions for Further Studies
To benefit from a different set of results and therefore a different perspective, a study using
cumulative average abnormal returns instead of cumulative abnormal returns could be used for

computation of the test statistic.

Bond issues may have an impact beyond stock prices, as this is the only performance indicator
addressed by this study. The effect of bond issues on company value, for instance, could be a

viable avenue to explore in an effort to ascertain whether bond issues can be used a secondary
aid to decision making as well.

Following the recommendations to policy laid out in this study, an investigation into the
implementation and effectiveness of some of the controls mentioned could help understand how

well the bond market is developing.

A comparative analysis of bonds markets across regions cold be carried out to determine what

the prospects for Eurobond issues would be, in the event the local market is too constricted in

terms of reach and resources.
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APPENDIX 1
Listed Companies with Corporate Bonds (By Sector)

Telecommunication and Technology
1 Safaricom Limited
Banking

2. Barclays Bank Limited
CFC Stanbic Holdings Limited
4. Housing Finance Company Limited

w

investment
5. Centum Investment Company Limited
Energy and Petroleum

6. KenGen Limited

APPENDIX 2
Share Price Statistics

Table 1./Safaricom Ltd., share prices for the period November 17lh 2009 December 14"\ 2009.
DATE VIVAP (Value Weighted Average Price) MARKET CLOSE (NSE All Share Index)

17-Sep-09 3.90 68.15
18-Sep-09 385 67.95
22-Sep-09 375 67.57
23-Sep-09 3.80 67.81
24-Sep-09 385 68.14
25-Sep-09 375 67.62
28-Sep-09 375 67.39
29-Sep-09 3.70 67.21
30-Sep-09 3.70 66.73
1+0ct-09 3.70 67.04
2-0ct-09 375 67.22
5-0ct-09 3.70 66.79
6-Oct-09 3.70 66.41
7-0ct-09 365 65.84
8-Oct-09 3.70 65.74
9-Oct-09 3.70 65.71
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12-Oct-09
13-Oct-09
14-Oct-09
15-Oct-09
16-Oct-09
19-Oct-09
21-Oct-09
22-Oct-09
23-Oct-09
26-Oct-09
27-Oct-09
28-Oct-09
29-Oct-09
30-0ct-09
2-Nov-09
3-Nov-09
4-Nov-09
5-Nov-09
6-Nov-09
9-Nov-09
10-Nov-09
11-Nov-09
12-Nov-09
13-Nov-09
16-Nov-09
17-Nov-09
18-NOV-09
19-Nov-09
20-Nov-09
23-Nov-09
24-Nov-09
25-Nov-09
26-Nov-09
27-Nov-09
30-Nov-09
1-Dec-09
2-Dec-09
3-Dec-09
4-Dec-09
7-Dec-09
8-Dec-09
9-Dec-09
10-Dec-09

3.70
3.75
3.75
3.80
3.80
3.80
3.80
3.80
3.85
3.90
3.90
3.90
3.95
4.00
4.00
4.00
3.95
3.95
4.00
4.00
4.00
4.00
4.05
4.05
4.10
4.10
4.20
4.40
450
4.80
4.70
4.90
5.05
5.00
4.85
4.85
4.80
4.70
4.60
450
455
4.50
4.55
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65.62
65.89
65.9
66.16
66.71
66.93
66.74
66.97
67.09
67.25
67.09
67.16
67.37
67.68
67.84
67.65
67.54
67.52
68.12
68.23
68.21
68.37
68.41
68.43
68.49
68.38
68.375
68.86
69.76
70.75
70.56
71.55
72.08
72
71.29
7102
7093
70.51
70.17
69.53
69.81
69.83
70.14



11-Dec-09
14-Dec-09

450 70.16
4.50 70.02

Table /./Safaricom Ltd., share prices for the period November 171h, 2009 - December 14"1 2009.

Parameter Value
Event date: 2-Nov-09
Sample Size 5
Length of estimation window 25
Event window (-5, 5)
Length of event window n
Degrees of freedom 2

Table 1.2 Safaricom Ltd., event parameters.

Date [EIR AR CAR  ARt-test
26-Oct-09 0.004692 0.00829  0.00829 142818
27-Oct-09  -0.00343  0.00343  0.01172 0
28-Oct-09  0.002405 -0.00241  0.00932 0

29-Oct-09 0.005957 0.00686  0.01618 1.40987
30-0ct-09 0.008471 0.00419  0.02037  1.392023

2-Nov-09  0.004657 -0.00466  0.01571 0
3-Nov-09  -0.00415 0.00415  0.01986 0
4-Nov-09  -0.00215 -0.01035 0.00951  -1.37462
5-Nov-09 0.000122 -0.00012 0.00938 0
6-Nov-09  0.015775 -0.00312 0.00627  1.392023
9-Nov-09  0.003379 -0.00338  0.00289 0

Table 1JSafaricom Ltd., [E]R. AR, CAR and AR t-test statistic.

Table 2.1 Barclays Bank Ltd., share prices for the period May 8th 2008 - August 25lh 2008.

DATE
30-May-08
3-Jun-08
4-Jun-08
5-Jun-08
6-Jun-08
9-Jun-08
10-Jun-08
U-Jun-08
12-Jun-08
13-Jun-08

IWAP (Value Weighted Average Pricey MARKET CLOSE (NSE All Share Index)

71.00 108.82
71.00 110.14
71.50 111.94
72.00 114.19
73.00 115.20
72.50 116.24
72.00 111.86
72.00 111.77
72.00 110.84
73.00 113.64



16-Jun-08
17-Jun-08
18-Jun-08
19-Jun-08
20-Jun-08
23-Jun-08
24-Jun-08
25-Jun-08
26-Jun-08
27-Jun-08
30-Jun-08
I-Jul-08
2-Jul-08
3-Jul-08
4-Jul-08
7-Jul-08
8-Jul-08
9-Jul-08
10-Jul-08
1-Jul-08
14-Jul-08
15-Jul-08
16-Jul-08
17-Jul-08
18-Jul-08
2l1-Jul-08
22-Jul-08
23-Jul-08
24-Jul-08
25-Jul-08
28-Jul-08
29-Jul-08
30-Jul-08
31-Jul-08
1-Aug-08
4-Aug-08
5-Aug-08
6-Aug-08
7-Aug-08
8-Aug-08
11-Aug-08
12-Aug-08
13-Aug-08

73.00
72.50
72.50
72.50
72.50
71.50
70.00
70.50
71.50
70.50
70.50
70.50
70.00
70.00
69.00
69.00
68.50
68.50
68.00
68.50
68.00
67.50
68.00
69.00
68.50
69.00
68.50
68.50
68.00
67.00
67.00
67.50
67.00
66.00
65.50
64.50
64.00
63.00
63.50
63.00
63.50
63.50
63.50

117.39
11511
114.53
114.76
114.32
113.96
113.73
113.18
112.07
11121
11211
11171
11091
110.49
109.47
109.25
108.35
108.27
109.00
109.46
109.12
108.22
108.13
107.73
105.95
105.86
106.15
105.98
105.79
105.71
105.79
104.64
103.27
101.74
101.14
101.40
100.32
99.35

99.32

98.51

98.02

96.19

95.78



14-Aug-08
15-Aug-08
18-Aug-08
. 19-Aug-08
20-Aug-08
21-Aug-08
22-Aug-08
25-Aug-08

63.50 97.40

63.50 09.63
63.50 100.16
63.50 100.73
63.50 100.57
63.50 100.35
63.50 09.01
63.50 09.62

Table 2.1 Barclays Bank Ltd., share prices for the period May 8th 2008 August 25'\ 2008.

Parameter Value
Event date: 14-Jul-08
Sample Size 5
Length of estimation window 25
Event window (-5, 5)
Length of event window n
Degrees of freedom 2

Table 2.2 Barclays Bank Ltd. event parameters.

Date |EIR AR CAR AR t-test
7-Jul-08  -0.00175 0.00175  0.00175 0
8-Jul-08  -0.00331  -0.00394 -0.00218  -0.84868
9-Jul-08  -0.00144  0.00144 -0.00074 0

10-Jul-08  0.000463  -0.00776  -0.00851  -0.85488
11-Jul-08  -0.00016  0.00752  -0.00099  0.861166
14-Jul-08  -0.00202 -0.00528 -0.00627  -0.85488
15-Jul-08  -0.00333  -0.00402  -0.01029  -0.86117
16-Jul-08  -0.00145 0.00886 -0.00143  0.867545
17-Jul-08  -0.00217  0.01688  0.01545 1722331
18-Jul-08  -0.00543  -0.00182  0.01363  -0.84868

21-Jul-08 -0.00146 0.00876 0.02239 0.85488
Table 2.3 Barclays Bank Ltd., [E]R, AR, CAR and AR t-test statistic.

Table 3.1 CFC Stanbic Holdings Ltd., share prices for the period May 25th 2009  August 18h 2009.

DATE
25-May-09
[ 26-May-09

VWAP (Vulue Weighted Average Price) MARKET CLOSE (NSE All Share Index)
50.00 59.47
50.00 59.40
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27-Nlay-09
28-May-09
29-May-09
2-Jun-09
3-Jun-09
4-Jun-09
5-Jun-09
8-Jun-09
9-Jun-09
10-Jun-09
11-Jun-09
12-Jun-09
15-Jun-09
16-Jun-09
17-Jun-09
18-Jun-09
19-Jun-09
22-Jun-09
23-Jun-09
24-Jun-09
25-Jun-09
26-Jun-09
29-Jun-09
30-Jun-09
I-Jul-09
2-Jul-09
3-Jul-09
6-Jul-09
7-Jul-09
8-Jul-09
9-Jul-09
10-Jul-09
13-Jul-09
14-Jul-09
15-Jul-09
16-Jul-09
17-Jul-09
20-Jul-09
21-Jul-09
22-Jul-09
23-Jul-09
24-Jul-09
27-Jul-09

51.00
51.00
55.00
55.00
59.00
58.50
59.00
60.50
62.00
62.00
61.00
62.00
62.00
62.00
63.00
64.50
66.50
66.00
66.50
65.50
63.50
64.00
65.00
55.00
66.00
63.50
65.00
65.00
66.00
65.00
65.00
65.50
64.50
64.50
64.50
64.00
64.50
65.00
64.50
64.00
65.00
66.00
66.00
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59.58
59.70
59.70
58.99
60.60
61.01
61.38
61.61
61.99
62.35
62.95
63.92
64.52
65.36
66.44
69.20
70.52
71.70
7121
69.60
69.74
69.74
69.99
70.96
70.96
72.30
73.27
73.53
73.39
72.43
71.85
71.60
71.37
70.44
69.98
71.15
71.30
71.20
71.42
71.63
7179
71.85
7161



28-Jul-09 65.50 71.50

29-Jul-09 64.50 71.00
30-M-09 64.00 70.99
31-Jul-09 64.00 71.43
3-Aug-09 64.00 71.33
L Aug-09 63.50 71.43
5-Aug-09 63.50 71.55
6-Aug-09 59.00 7181
7-Aug-09 57.00 71.98
10-Aug-09 57.00 71.59
1-Aug-09 60.50 71.64
j 12-Aug-09 57.00 71.40
13-Aug-09 60.50 71.12
14-Aug-09 61.00 71.27
17-Aug-09 62.00 70.62
18-Aug-09 62.00 70.49

Table 3.1 CFC Stanbic Holdings Ltd., share prices for the period May 25th 2009 - August 18Ih 2009.

Parameter Value
Event date: 7-M-09
Sample Size 5
Length of estimation window 25
Event window (-5 5
Length of event window n
Degrees of freedom 2

Table 3.2 CFC Stanbic Holdings Ltd. event parameters.

Date E]R AR CAR AR t-test

30-Jun-09 0.015991 -0.16984 -0.16984  -6.48462
[-Jul-09  0.006621 0.19338  0.02354  8.430003
2-Jul-09  0.019388 -0.05727 -0.03372  -1.59659
3-Jul-09  0.015691 0.00793  -0.02579 0.99567
6-Jul-09 0.00902 -0.00902 -0.03481 0
7-Jul-09  0.005334  0.01005 -0.02476  0.648462
8-Jul-09  -0.00222 -0.01293 -0.03769  -0.63864
9-Jul-09  0.001207 -0.00121  -0.03890 0
10-Jul-09  0.004268  0.00342 -0.03547  0.324231
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13-Jul-09  0.004449
14-Jul-09  -0.00219

-0.01972
0.00219

-0.05519  -0.64351
-0.05300 0

Table 3.3 CFCStanbic Holdings Ltd. [EJR, AR, CAR and AR t-test statistic.

Table '/./Housing Finance Co. Ltd., share prices for the period September 13th 2010 - December

DATE

13-Sep-10
14-Sep-10
15-Sep-10
16-Sep-10
17-Sep-10
20-Sep-10
21-Sep-10
22-Sep-lO
23-Sep-10
24-Sep-10
27-Sep-10
28-Sep-10
29-Sep-lO
30-Sep-10
1:Oct-10
4-Oct-10
5-Oct-10
6-Oct-10
7-Oct-10
8-Oct-10
U-Oct-10
12-Oct-10
13-Oct-10
14-Cct-10
15-Oct-10
18-Oct-10
19-Oct-10
21-Oct-10
22-Oct-10
25-Oct-10
26-Oct-10
27-Oct-10
28-Oct-10

77,2010.

VWAP (Value Weighted Average Price)

24.00
24.75
25.25
25.00
25.25
25.75
25.75
26.25
26.00
25.75
26.00
26.50
26.75
26.75
26.50
26.75
26.75
26.75
27.00
27.00
27.00
27.25
27.25
28.75
30.25
31.50
29.50
29.50
29.50
29.00
29.50
29.75
29.50
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MARKET CLOSE (.\SE AH Share Index)
95.59
96.98
91JO
97.76
97.81
98.43
98.21
98.68
98.33
98.38
97.79
98.39
98.92
98.68
99.15
99.38
99.38
100.09
100.59
100.41
100.33
100.53
100.29
100.45
100.85
101.27
101091
102.15
102.77
102.90
103.37
102.24
101.95



:9-0ct-io 28.75 102.36

ENov-10 26.75 102.73
2-Nov-10 28.50 102.56
3-Nov-10 28.00 101.66
4-Nov-10 27.75 101.95
5-Nov-10 27.00 10195
8-Nov-10 26.75 102.27
9-Nov-10 27.00 101.88
10-Nov-10 27.25 101.64
1I-Nov-10 27.50 101.36
12-Nov-10 27.25 101.79
15-Nov-10 27.00 10071
16-Nov-10 27.00 100.75
17-Nov-10 26.75 100.62
18-Nov-10 26.75 100.52
19-Nov-10 26.75 100.73
22-Nov-10 26.25 100.71
23-Nov-10 26.00 100.38
24-Nov-10 26.00 100.17
25-Nov-10 26.00 99.63
26-Nov-10 26.25 98.92
29-Nov-10 25.50 98.51
30-Nov-10 25.25 98.01
1-Dec-10 25.25 97.13
2-Dec-10 25.50 97.41
3-Dec-10 25.00 97.36
6-Dec-10 24.50 97.47
7-Dec-10 24.75 97.25

Table 4.1 Housing Finance Co. Ltd., share prices for the period September 13th 2010. December 7 2010.

Parameter Value
Event date: 26-Oct-10
Sample Size 5
Length of estimation window 25
Event window (-5,5)
Length of event window n
Degrees of freedom 2

Table 4.2 Housing Finance Co. Lid. event parameters.
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Date |EIR AR CAR AR t-test
18-Oct-l0  0.012965  0.02836  0.02836  2.586829
19-Oct-l0  0.016482  -0.07997 -0.05162  -3.97468
21-Oct-10 1 0.010011  -0.01001  -0.06163 0
22-Oct-I0  0.016074  -0.01607  -0.07770 0
25-Oct-IO  0.008232  -0.02518 -0.10288  -1.06104
26-Oct-I0  0.013622  0.00362 -0.09926  1.079332
27-Oct-Il0  -0.01168  0.02015 -0.07911  0.530519
28-Oct-I0  0.001537  -0.00994 -0.08905  -0.52606
29-Oct-I0  0.012731  -0.03815 -0.12721  -1.59156

1-Nov-10  0.012067 -0.08163 -0.20884  -4.35487

2-Nov-10  0.003466 0.06195 -0.14688 4.09541
Table 4.3 Housing Finance Co. Ltd. [E]R, AR, CAR and AR t-test Statistic.

Table i.VKenGen Ltd., share prices for the period September 18th 2009 - December 14,h20009.

DATE VWAP (Value Weighted Average Price) MARKET CLOSE (NSE All Share Index)

18-Sep-09 11.75 67.95
22-Sep-09 11.85 67.57
23-Sep-09 11.60 67.81
24-Sep-09 1165 68.14
25-Sep-09 1150 67.62
28-Sep-09 11.35 67.39
29-Sep-09 11.20 67.21
30-Sep-09 1150 66.73
1-0ct-09 11.50 67.04
2-0ct-09 11.70 67.22
5-Oct-09 1155 66.79
6-Oct-09 1165 66.41
7-0ct-09 11.30 65.84
8-0ct-09 11.20 65.74
9-Oct-09 11.00 65.71
12-Oct-09 10.75 65.62
13-Oct-09 1065 65.89
14-0ct-09 10.50 65.90
15-0ct-09 1045 66.16
16-Oct-09 10.40 66.71
19-0ct-09 1045 66.93
21-Oct-09 1025 66.74
22-Oct-09 10.40 66.97
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23-Oct-09 10.45 67.09

26-Oct-09 10.55 67.25
27-Oct-09 10.70 67.09
28-0ct-09 10.60 67.16
29-Oct-09 10.60 67.37
30-Oct-09 10.55 67.68
2-Nov-09 1055 67.84
3-Nov-09 10.60 67.65
4-Nov-09 10.65 67.54
5-Nov-09 10.65 67.52
6-Nov-09 10.65 68.12
9-Nov-09 10.70 68.23
1 10-Nov-09 11.00 68.21
11-Nov-09 11.40 68.37
12-Nov-09 1145 6841
13-Nov-09 11.40 68.43
16-Nov-09 11.35 68.49
17-Nov-09 11.30 68.38
18-Nov-09 11.20 68.34
19-Nov-09 11.20 68.86
20-Nov-09 11.20 69.76
23-Nov-09 1115 70.75
24-Nov-09 11.15 70.56
25-Nov-09 11.20 7155
26-Nov-09 11.35 72.08
27-Nov-09 11.35 72.00
30-Nov-09 1155 71.29
1-Dec-09 1175 71.02
2-Dec-09 12.05 70.93
3-Dec-09 11.80 7081
4-Dec-09 11.80 70.17
7-Dec-09 1155 69.53
8-Dec-09 1145 69.81
9-Dec-09 1150 69.83
10-Dec-09 1155 70.14
11-Dec-09 1175 70.16
14-Dec-09 11.80 70.02

Table 5./KenGen Ltd., share prices for the period September 18th 2009 - December 14th 2009.

Parameter Value
Event date: 2-Nov-09
Sample Size 5
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Length of estimation window %5

Event window (-5, 5)
Length of event window un
Degrees of freedom 2

Table 5.2 KcnGen Ltd., event parameters.

Date |E]IR AR CAR AR t-test
26-Oct-09  -0.00358 0OOQI315 0.01315 0.661832
27-Oct-09  -0.00587  0.02009 0.03324  0.983338
28-Oct-09  -0.00422 -0.00512 0.02811  -0.64637

29-Oct-09  -0.00322  0.00322 0.03133 0
30-0ct-09  -0.00251 -0.00221 0.02912  -0.32623
2-Nov-09  -0.00359  0.00359 0.03271 0

3-Nov-09  -0.00607  0.01081 0.04352  0.327779
4-Nov-09  -0.00551 0.01023 0.05375  0.326233
5-Nov-09  -0.00487  0.00487 0.05862 0
6-Nov-09  -0.00044  0.00044  0.05906 0

9-Nov-09  -0.00395 0.00864 0.06770 0.324702
Table 5.3 KcnGen Ltd. [E]R, AR, CAR and AR t-test statistic.
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