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ABSTRACT 

In an ideal world, dividend announcement would have no impact on the shareholder’s 

value. In the real world however dividend announcement is often followed by changes 

in the market prices of stocks. Empirical studies show mixed evidence about the 

relationship between dividend announcement and stock returns. This study sought to 

determine the effect of dividend announcement on share prices of firms listed at the 

Nairobi Securities exchange. The target population was all the 65 companies listed at 

the Nairobi Securities Exchange as at 30th June 2015 and covered a period of five years 

from January 2010 to December 2014. Purposive sampling was used to select a sample 

of 16 companies for the study. A firm must have paid cash dividend consistently during 

the period between January 2010 and December 2014. In addition, the company must 

have had enough data points or should not have stopped trading at some point during 

the period to avoid data gaps. Secondary data was obtained from Nairobi Securities 

Exchange. The abnormal returns were calculated by subtracting the expected returns 

from the actual returns during the event window. The cumulative average abnormal 

returns were then calculated by summing the average abnormal returns before and after 

the announcement. A graph of the average abnormal returns and the cumulative average 

abnormal returns for the period was then plotted for each of the years to show the trend 

of abnormal returns over the event window. Correlation and t-statistic were used in data 

analysis. The null hypothesis that dividend announcement does not have an effect of 

stock returns of firms listed at the Nairobi securities Exchange was rejected. The study 

concluded that dividend announcement had a positive effect on stock prices of firms 

listed at the Nairobi Securities Exchange. The study establishes the basis for the 

companies’ management to formulate their dividend policy and also provides 

information to investors to make right judgment in interpreting dividend announced by 

companies quoted at Nairobi Securities Exchange. The study recommends that the NSE 

should adopt policies that would enhance market efficiency for predictability of the 

market behavior by market players and for enhanced investor confidence in the 

operations of the market. 
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CHAPTER ONE: INTRODUCTION 

1.1. Background of the Study 

The effect of dividend announcement on share prices is one of the areas in Finance that 

has attracted numerous research studies. Many theories have been developed as a result 

with empirical studies testing such theories. However, it’s still puzzling as to whether 

dividend announcement has an effect on share prices of firms. Graham and Dodd 

(1951), on one hand argue that a firm can influence the price of its shares by varying 

its dividend policy. As such, a firm can increase the value of its shares by increasing its 

dividend payout ratio. Modigliani and Miller (1961), in their classical article on the 

other hand propose that, in a world of no taxes and transaction costs, dividends are 

irrelevant to investors. 

Dividend policy is important for investors, managers, lenders as well as other 

stakeholders. According to Litner (1956), firms pay regular and predictable dividends 

to investors despite the erratic earnings implying that shareholders prefer smoothened 

dividend income. In addition, investors use dividends as a way to of assessing firms 

from an investment point of view. Bernstein (1976) observes that given the ‘concocted’ 

earnings estimate provided by firms, the low dividend payout induces reinvestment risk 

and earnings risk for the investors.  

Selecting a suitable dividend policy is an important decision for the managers of a firm 

since the flexibility to invest in future projects depends on the amount of dividends that 

they pay to their shareholders. If a company pays more dividends, then, fewer funds are 

available for investment in future projects. Lenders are also interested in the amount of 

dividend that a company declares. More amounts paid as dividend means less amounts 
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would be available to the company to pay-off their obligation. Kalay (1979) argues that 

all other factors held constant, growth firms and firms with higher leverage pay fewer 

dividends. 

This study sought to determine the effect of dividend announcements on share prices 

of companies that are listed on the Nairobi Securities Exchange. The effect was 

determined by testing for abnormal returns around the dividend declaration event for 

companies over a period of five years from 2010 to 2014. 

1.1.1. Dividend Announcement 

Reasons as to why firms pay dividends has been an area in Finance that has attracted 

various studies. Karanja (1987) in his study on dividend practices by firms listed in the 

NSE found that, lack of viable investment opportunities is one of the reasons why firms 

pay dividends. He further noted that a firm’s cash position is the most important 

determinant of dividend payout. Besides these, firms also pay dividends to attract 

investors who are looking for secure current income. 

Dividend refers to a distribution of a portion of a company's earnings that is decided by 

the board of directors to a class of its shareholders. The shareholders being the owners 

of the company are entitled to get their share of profit in the form of dividend in 

proportion to their shareholding in the company. When a firm earns a profit, it can either 

reinvest the profits in projects or distribute the earnings to shareholders as cash 

dividends. 

Directors of a company, after determining what proportion of the firm’s earnings will 

be retained for investment, pass a resolution for payment of dividends. This proposal is 

ratified by the firm’s shareholders at the Annual General Meeting (AGM). Dividend 
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announcement therefore refers to the resolution taken during a company’s AGM as to 

the proportion of profit that will be paid for each share of the company as proposed by 

the directors. 

1.1.2. Share Prices 

Share price refers to the market value of a firm’s single stock on the day it trades. For 

shares that are traded in the stock market, a number of factors can cause the share price 

of a firm to rise or fall. These include company specific factors (such as; news on 

earnings and profits, announcement of dividends, introduction of a new product, change 

of management, accounting errors or scandals, anticipated takeover or merger etc.), 

industry related factors, investor sentiments (Investor sentiment or confidence can 

cause the market to go up or down, which can cause stock prices to rise or fall. The 

general direction that the stock market takes can affect the value of a share),and macro-

economic factors such as interest rates, inflation, economic outlook, monetary and 

fiscal policies as well as social economic factors. These factors affect the demand and 

supply of shares at the stock market which in turn results in fall or rise in share prices. 

1.1.3. Effect of Dividend Announcement on Share Prices 

The evidence in studies of the share price reaction to dividend announcements in 

developing markets is mixed Mlambo, Bickpe and Smit (2003). According to Lintner 

(1956), under the assumption that capital markets are ‘imperfect’, the firms’ dividend 

policy is a relevant factor in firm’s value. He proposes that a change in dividend policy 

conveys information to the market about the company’s current and future financial 

position. He therefore suggested that an increases in dividends leads to a positive 

market reaction, while a decreases in the dividends lead to a negative reaction of the 

stock prices. 
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On the other hand, Modigliani and Miller (1961) postulated the irrelevance between the 

dividend policy of a firm and its value. They argued that, under the assumption of 

‘perfect’ capital markets with no taxes and transaction costs, dividend policy does not 

have any impact on the value of the firm. 

1.1.4. Nairobi Securities Exchange 

The Nairobi Securities Exchange (NSE) came into operation in 1954 (Muga, 1974). It 

was constituted as a voluntary association of stock brokers registered under the societies 

Act. Later in 1991, the NSE was incorporated under the Companies Act, chapter 486 

of the laws of Kenya, as a company limited by guarantee and without a share capital. 

Subsequent development of the market has seen an increase in the number of stock 

brokers, introduction of investment banks and establishment of custodial institutions as 

well as credit rating agencies. 

The Nairobi Securities Exchange is the market for securities in Kenya where shares of 

the listed companies are traded and is licensed under the Captital Markets Act. 

Government bonds and other debt instruments are also traded in the NSE. The listed 

companies are categorized into ten sectors of the economy which are; Agricultural, 

Commercial and Services, Telecommunication and Technology, Automobiles and 

Accessories, Banking, Insurance, Investment, Manufacturing and Allied, Construction 

andAllied, and Energy and Petroleum. As of June 2015, a total of 65 companies were 

listed at the NSE. 

To measure the performance of the Market, two indices are used namely the NSE 20-

Share Index and the NSE All Share Index. NSE 20 share index measures the 

performance of 20 blue-chip companies with strong fundamentals and which have 

consistently returned positive financial results. The NSE All Share Index (NASI) which 
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was introduced as an alternative index is an overall indicator of market performance. It 

incorporates all the traded shares of the day at the stock market. 

1.2. Research Problem 

According to Black (1976), the harder we look at the dividend picture, the more it seems 

like a puzzle, with pieces that just don’t fit together. The reason why corporations pay 

dividends and investors pay attention to dividends and the effect of dividend 

announcement on share prices of firms is still puzzling to date. Investors seek returns 

on their investments either through dividends paid by the firms on whose shares they 

have invested or through capital gains upon sale of their shares. Share price movement 

is therefore an area of great interest for investors. Pettit (1972) on one hand observes 

that dividend announcements communicates valuable information, and that the market 

reacts positively to the announcement of dividend increases reflected in significant 

increase in stock prices, and negatively to the announcement of dividend decreases 

reflected in significant drop in stock prices. 

On the other hand, according to Modigliani and Miller (1961), investors are not 

concerned with a company’s dividend policy since they can sell a portion of their 

portfolio of equities if they want cash. They state that a firm’s dividend policy has no 

effect on either its value or its cost of capital. The argument is that the firm’s value is 

determined only by its basic earnings power and its business risk. That the value of the 

firm depends only on the income produced by its assets and not how this income is split 

between dividends and retained earnings. Issuance of dividends by a firm therefore 

should have little or no impact on stock price. 

Uddin and Chaudhary (2003) in their study investigating the impact of dividend 

announcement on stock price of Dhaka market found no significantly abnormal returns 
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in response to dividend announcement. Khan (2012) studied the effect of dividend 

announcements on stock prices of Chemical and Pharmaceutical Industry of Pakistan 

by surveying 29 Chemical and Pharmaceutical companies listed on KSE - 100 Index 

for the period between 2001 and 2010. From his study, he found that Stock Dividend, 

Earnings per Share and Profit after Tax have a significant positive relation to stock 

market prices. However, Dhar and Chhaochharia (2008) who studied market reaction 

around the stock splits and bonus issues in Indian market found that the two events were 

associated with significantly positive announcement effect. 

Muigai (2012) examined the effects of dividend declaration on share prices of 

commercial banks listed at the NSE using a five year period between 2007 and 2011. 

The findings of his study did not indicate any conclusive pattern of the effect of 

dividend declaration on the share prices of the banks listed on the NSE. He observed 

that it is not in all cases where dividend increase resulted in increase in share prices and 

not in all cases where dividend decreases resulted in decrease in share prices. Ngunjiri 

(2010) who studied relationship between dividend payment policies and stock price 

volatility however concluded that dividend payment policies had a great impact on the 

stock price volatility. 

There is no legal requirement in Kenya with regard to the dividend policy and payment 

schedule that a firm should adopt. However, distribution of dividends has some legal 

restrictions. For instance, divided should not be paid out of capital unless it is in the 

event of liquidation. In practice, most of the companies listed at the NSE pay dividends 

semiannually. Examples of listed Companies that pay dividends semiannually include 

British American Tobacco Kenya, Nation Media Group, Bamburi Cement and Barclays 

Bank Kenya. 
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The subject of the effect of dividend declaration on share prices for the companies listed 

in the NSE has not been fully explained since mixed results have been obtained from 

studies that have been conducted. Further, many of the studies in this area have been 

carried out in countries with developed stock markets such as Unites States of America 

(Pettit, 1972), and the United Kingdom (Lonie, Abeyratna, Power, and Sinclair, 1996). 

This study therefore sought to fill this gap by answering the question, “Does dividend 

announcement have an effect on the share prices of companies listed on the NSE?” 

1.3. Objective of the Study 

To determine the effect of dividend announcement on share prices of companies listed 

at the Nairobi Securities Exchange. 

1.4. Value of the Study 

This study will be of importance to various parties and stakeholders of the Kenyan stock 

market who include the government of Kenya, Capital Markets Authority, the Nairobi 

Securities Exchange, Finance Managers of publicly listed companies, Investors - both 

local and foreign investors, consultants who  offer financial services to clients as well 

as Academia. 

The study will be useful to the government of Kenya as far as formulation of policies 

relating to dividends and taxes is concerned. The knowledge of the effect of dividends 

on the shareholder’s value/ share prices will help in ascertaining the appropriate amount 

of tax to be levied and the effect on the value of the firm. The study will also be useful 

to CMA and NSE since they regulate the content and timing of information reported in 

capital markets and the movement of share prices in general. 



12 

 

Further, the study will be beneficial to Finance Managers in formulation of future 

dividend policies since they have discretion on amount and timing of dividend 

announcements. In addition, the study will assist financial consultants in offering 

services to their clients especially with regard to developing optimal dividend policies. 

The results of the study will also act as a guide to both local and foreign investors since 

the prices of shares affect their investment decisions. Investors would like to know the 

extent to which information available is reflected in the stock prices. Finally, this 

research will add to the existing body of knowledge in this area and stimulate further 

research on related areas by scholars and academics.  
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CHAPTERTWO: LITERATURE REVIEW 

2.1. Introduction 

This chapter aims at introducing literature that has sought to explain the dividend 

puzzle. It also seeks to review the main empirical methodologies that have been 

developed to test these theories and to present some of the evidence that have been 

collected in this area. First, the theoretical review covering the efficient market 

hypotheses as well as leading dividend theories are discussed in section 2.2.In Section 

2.3, determinants of share prices are discussed while empirical review is covered under 

section 2.4.  

2.2. Theoretical Review 

Dividend announcements and their impact on share prices has been an area of 

considerable interest in the field of Finance and has attracted various research studies. 

Efficient market hypothesis and dividend theories which are discussed below are key 

ideas explaining the impact of dividend announcement on share prices. 

2.2.1. Efficient Market Hypothesis 

Efficient Market Hypothesis (EMH) is an investment theory proposed by Fama (1965) 

which states that it’s impossible to "beat the market" because stock market efficiency 

causes existing share prices to always incorporate and reflect all relevant information. 

According to the EMH, stocks always trade at their fair value, making it impossible for 

investors to make above average returns. It should therefore be impossible to 

outperform the overall market through expert stock selection or market timing. An 

efficient market is one where information is universally available to all investors at no 
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cost, current security prices reflect all relevant information, and security prices only 

change when new information becomes available. 

He suggests three types of market efficiency: Weak, semi-strong, and strong form of 

market efficiency. The weak form of market efficiency proposes that current stock 

prices reflect all past information. It also suggests that changes in stock prices are 

random and no investment strategy that is based on past information can yield above 

average returns to the investor. This implies that technical analysis will not be rewarded 

with above average returns. The semi-strong form of market efficiency (informational 

efficiency) proposes that current stock prices incorporate material public information 

and changes in stock prices will only lead to unexpected public information. This 

suggests that fundamental analysis will not be rewarded with above average returns. 

Finally, the strong form of market efficiency proposes that insider trading will not be 

rewarded as current stock prices incorporate all material nonpublic information. 

Arnold (2008) states that EMH implies that, if new information is revealed about a firm, 

it will be incorporated into the share price rapidly and rationally, with respect to the 

direction of the share price movement and the size of that movement. He postulates that 

in an efficient market, no trader will  be presented with an opportunity for making a 

return on a share that is greater than a fair return for risk associated with that share, 

except by chance.   

2.2.2. The Residual Theory of Dividends 

The residual theory of dividends is a school of thought that suggests that the dividend 

paid by a firm should be viewed as the amount left over after all acceptable investment 

opportunities have been undertaken. Using this approach, the firm determines the 

optimal level of capital expenditures, estimates the total amount of equity financing 
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needed to support the expenditures and use retained earnings to meet the equity 

requirement. If retained earnings are inadequate to meet this need, the firm should sell 

common stock. If available retained earnings are in excess of this need, distribute the 

surplus amount as dividends. 

According to this approach, as long as the firm’s equity need exceed the amount of 

retained earnings, no cash dividend is paid. This is because the firm first uses the cash 

flow to fulfill necessary capital expenditures and the remaining amount available (the 

residual) is paid out to shareholders. Also, if the company is maintaining a certain target 

debt to equity capital structure, then the full amount of the capital expenditure will not 

be paid entirely by equity but also with part debt. 

2.2.3. Dividend Irrelevance Theory 

According to Modigliani and Miller (1961), investors are not concerned with a 

company’s dividend policy since they can sell a portion of their portfolio of equities if 

they want cash. The theory states that a firm’s dividend policy has no effect on either 

its value or its cost of capital. The argument is that the firm’s value is determined only 

by its basic earnings power and its business risk. That the value of the firm depends 

only on the income produced by its assets and not how this income is split between 

dividends and retained earnings. 

In developing this theory, MM assumed that taxes either do not exist or there is no 

difference in the tax rates applicable to both dividends and capital gains and that the 

firm has a fixed investment policy. They also assumed that there is no uncertainty about 

the firm’s future prospects, and therefore all investors are able to forecast future prices 

and dividends with certainty and one discount rate is appropriate for all securities over 

all time periods. This theory is criticized majorly because it is highly depend on two 
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critical assumptions, taxes and transaction costs. We live in a world of taxes and 

transaction costs hence it does not apply in the real world. 

2.2.4. Bird in Hand Theory 

The key argument in support of dividend relevance theory is one postulated by Gordon 

(1963) and Litner (1962) who suggests that there is a direct relationship between the 

firm’s dividend policy and its market value.  According to their ‘a bird in hand 

argument,’ investors see current dividends as less risky than future dividends or capital 

gains. They argued that investors value dividends more than capital gains when making 

decisions related to stocks - “a bird in hand is worth two in the bush.” In this theory 

"the bird in hand' reffers to dividends and "the bush" refers to capital gains. 

Gordon and Litner argue that current dividend payments reduce investor uncertainty, 

causing investors to discount the firm’s earnings at a lower rate, and all else being equal, 

to place a higher value on the firm’s stock. Conversely, if dividends are reduced or are 

not paid, investor uncertainty will increase, raising the required return and lowering the 

stock value. As a company increases its payout ratio, investors become concerned that 

the company's future capital gains will decrease since the retained earnings that the 

company reinvests into the business will be less. 

2.2.5. Dividend Signaling Theory 

Modigliani and Miller (1961) argued that dividend may have a signaling effect. 

Dividend Signaling Theory which states that in practice, change in a firm's dividend 

policy can be observed to have an effect on its share price an increase in dividend 

producing an increase in share price and a reduction in dividends producing a decrease 
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in share price. This pattern led many observers to conclude, contrary to MM's model, 

that shareholders do indeed prefer dividends to future capital gains. 

The change in dividend payment is to be interpreted as a signal to shareholders and 

investors about the future earnings prospects of the firm. Generally a rise in dividend 

payment is viewed as a positive signal, conveying positive information about a firm's 

future earnings prospects resulting in an increase in share price. Conversely a reduction 

in dividend payment is viewed as negative signal about future earnings prospects, 

resulting in a decrease in share price. 

2.2.6. Tax Preference Theory 

Brennan (1970) was the first researcher who investigated the relationship between 

dividend yields and risk adjusted returns in the context of taxation. He proved using the 

Capital Asset Pricing Model (CAPM), that the pre-tax excess return on a security is 

positively and linearly related with the dividend returns and systematic risk of the 

security. In other words, the tax disadvantages of dividends faced by investors in 

general is compensated by higher pre-tax returns. 

The Tax Preference Theory holds that Taxes are important considerations for investors. 

It states that capital gains are taxed at a lower rate than dividends. As such, investors 

may prefer capital gains to dividends. Additionally, capital gains are not paid until an 

investment is actually sold. Investors can control when capital gains are realized, but, 

they can't control dividend payments, over which the related company has control. 

2.2.7. The Clientele Effect 

Clientele effect is a theory which describes the intention of investors to invest in firms 

which suits their factor endowments. Among the most common ones is their tax 
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circumstance. It can be said that there is an inverse relationship between dividends and 

tax levels. For instance, an investor in a high tax bracket would prefer to invest in stock 

giving a low rate of return so as to pay less tax. On the other hand, an investor in a low 

tax bracket would definitely invest in stocks with higher returns as he currently does 

not have a large tax liability. 

Pettit (1977) showed that older investors (retired persons) were more likely to hold 

shares that pay high dividends because they will pay lower income tax. In this case, 

attraction of investors to hold shares paying high dividends is called the tax clientele 

effect. Clientele effect therefore refers to firms designing their dividend policy decision 

based the shareholders that they would like to attach to themselves (Litzenberger and 

Ramasawmy, 1979). 

2.3. Determinants of Share Prices 

Share price refers to the market value of a firm’s single stock on the day it trades. Share 

prices of listed companies are affected by various factors some of which are firm 

specific while others are external to the firm. Some of the factors that determine share 

prices are; 

2.3.1. Dividends 

According to Gordon (1963) and Lintner (1962) dividends are relevant in determining 

the value of the firm. Dividends refers to the distribution of cash to shareholders in 

proportion to their equity holding. When dividends declared by a firm increase, the 

shares of that firm become more attractive to investors resulting to increased demand 

and consequently increasing their prices.  
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Investors generally consider rising dividends as a sign of a company's good health. If a 

company with a history of consistently rising dividend payments suddenly cuts its 

payments, investors treats this as a signal that trouble is looming. In this case, the market 

sentiment around the company may cause its stock price to drop as investors speculate 

as to the reasons why the dividend amount was lower than normal. 

2.3.2. Earnings 

Another factor determining share prices of companies is earnings. Earnings refers to 

the profit a firm makes during a specific period. Downs (1991) suggested that stock 

price changes are associated with changes in fundamental variables such as the payout 

ratio which is relevant for stock valuation. The stock becomes undervalued if the price 

of the stock is much lower than the earnings of a company and becomes overvalued if 

the price is much higher than the actual earning. 

Firm’s earnings are the main determinant of its share price since earnings and the 

circumstances relating to them can indicate whether the business will be profitable and 

successful in the long run. A company’s earnings are typically compared to analyst 

estimates and projections provided by the company’s management. When earnings of 

a company do not meet either of those estimates, its stock price will tend to drop. On 

the other hand, when actual earnings beat estimates by a significant amount, the share 

price will likely rise. 

2.3.3. Capital Structure 

Capital structure refers to how a firm finances its overall operations and growth by 

using different sources of funds. It’s the composition of permanent or long-term capital, 

which consists of a combination of debt and equity. The relative levels of equity and 
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debt affect risk and cash flow and, therefore, the amount an investor would be willing 

to pay for the company or for an interest in it. Capital structure matters because it 

influences the cost of capital. when income-based valuation methods are used, projected 

cash flows or other economic benefits are converted to present value by applying a 

present value discount rate which is the cost of capital. 

Sharpe (1964) and Hamada (1972) suggested a direct relation between stock price 

changes and capital structure. They argued that a leveraged firm must generate high 

return consistent with the investor’s expected return. They stated that leveraged firms 

must generate high return consistent with the investor’s expected return. It follows that 

with higher debt firm should have greater rate of change in its share price. Hence capital 

structure changes must be directly related to the share price volatility.  

2.3.4. Size of the Firm 

The size effect that has been identified in empirical studies shows that firms with low 

market values outperform those with high market values. Smaller firms enjoy higher 

risk adjusted returns. The size of the firm is expected to influence the stock returns 

positively as large firms are better diversified than smaller ones and thus are less risky 

(Benishy, 1961). Investigators such as Banz (1981) and (Fama and French, 1992) have 

also found a strong relationship between company size (measured by total market 

capitalization) and returns. 

Smaller firms appear to generate higher returns than larger firms. Atiase (1985) showed 

that as the size of the firm increases, their stock price volatility declines. The 

interpretation of these results is controversial. The excess returns of small firms can be 

interpreted as inefficiency, but they also may represent compensation for bearing risk. 

Smaller companies may be far more sensitive to economic shocks than are larger firms. 
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2.3.5. Interest Rates 

Interest rate refers to the rate at which interest is paid by borrowers for the use of 

money that they borrow from lenders. Stock returns react to interest rates such that if a 

company borrows money to expand and improve its business, higher interest rates will 

affect the cost of its debt. This can reduce company profits and the dividends it pays 

shareholders. As a result, its share price may drop. In times of higher interest rates, 

investments that pay interest tend to be more attractive to investors than stocks resulting 

to decrease in prices of shares in the market.  

Al-Qenae, Li and Wearing (2002) in their study of the effects of earning 

(microeconomic factor), inflation and interest rate (macro-economic factors) on the 

stock prices on the Kuwait Stock Exchange, discovered that the macro-economic 

factors significantly impact stock prices negatively. If a company is seen as cutting back 

on its growth spending through higher debt expenses then the estimated amount of 

future cash flows will drop. All else being equal, this will lower the price of the 

company's stock. 

2.4. Empirical Review 

Numerous empirical studies on dividend policy have been conducted across the world 

including in the Kenyan context. As highlighted below, the studies provide varying 

results on the impact of dividend announcement on share prices of listed companies. 

2.4.1. International Studies 

The earliest major attempt to explain the dividend behavior of companies has been 

credited to Lintner (1956) who conducted a study on how managers in USA made 

dividend decisions by taking a sample of 600 Industrial listed companies. He found that 



22 

 

firms maintained a target dividend payout ratio and adjusted their dividend policy to 

this target. Further, he also found that firms pursued a stable dividend policy and 

gradually increased dividends given the target payout ratio. 

Akbar and Baig (2010) sought to determine the effect of dividend announcement on 

stock prices for companies listed at Karachi Stock Exchange by studying a sample of 

79 listed companies for the period between 2004 and 2007. The results of their study 

showed that announcement of dividends either Cash Dividend or Stock Dividend or 

both have positive effect on Stock Prices. 

Aamir, Qayyum, Nasir, and Khan (2011) studied the effect of dividend payment on 

stock prices by taking a sample of 55 companies listed at the Karachi Stock Exchange. 

Results of their study showed that dividend yield, earnings per share, return on equity 

and profit after tax are positively related to stock prices while Retention Ratio has 

negative relation with Stock Prices. 

Dasilas and Leventis (2011) investigated the market reaction to cash dividend 

announcements for the period 2000 - 2004 employing data from the Athens Stock 

Exchange. In particular, they examined both the stock price and trading volume 

response to dividend distribution announcements. Findings showed that there was 

significant market reaction to dividend change announcements and it supported to the 

"information content of dividends hypothesis. 

Khan (2012) studied the effect of dividend announcements on stock prices of Chemical 

and Pharmaceutical industry of Pakistan by surveying 29 Chemical and Pharmaceutical 

companies listed on KSE - 100 Index for the period between 2001 and 2010. The 

Results showed that Stock Dividend, Earnings per Share and Profit after Tax have a 

significant positive relation to stock market prices. 
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Oyinlola, and Ajeigbe (2014) examined the impact of dividend policy on the stock 

prices of quoted firms in Nigeria. The research was conducted on 22 companies listed 

on Nigerian Stock Exchange (NSE) using data for the period between 2009 and 2013. 

The findings of their study reveal that both dividend payout and retained earnings are 

significantly relevant in the market price per share of the Companies. 

2.4.2. Local Studies 

Dickinson and Muragu (1994) studied the efficiency of Nairobi securities exchange at 

the weak form using weekly returns of 30 companies between 1979 and 1988. Their 

results did not contradict the weak form of the EMH.  Karanja (1987) studied dividend 

practices of publicly quoted companies and found that there are many reasons why 

firms pay dividends and that payment of dividends directly impacted the share price of 

the company in question. One reason why companies pay dividends is lack of 

investment opportunities, which promises adequate returns. A firm’s cash position was 

the most important consideration of timing of dividends. 

Ngunjiri (2010) examined the relationship between the dividend payment policies and 

stock price volatility for companies quoted at the NSE during the period between 1998 

and 2008. Using dividend yield and dividend payout ratio as measures for the dividend, 

he found that dividend payment decisions of a company alone do not affect prices in 

companies quoted in the Kenyan market.  

Mbaka (2010) conducted a study on the dividend signaling theory at NSE using 

Dividend per Share as measure dividend. In his study, he found that Share Prices 

increased for companies which announced increase in dividend while Share Prices 

decreased for companies which announced decreased dividend. Companies with no 



24 

 

change in dividend were found to have mixed reactions towards Dividend 

Announcement. 

Muigai (2012) examined the effects of dividend declaration on share prices of 

commercial banks listed at the NSE using a five year period between 2007 and 2011. 

The findings of his study did not indicate any conclusive pattern of the effect of 

dividend declaration on the share prices of the banks listed on the NSE. He observed 

that it is not in all cases where dividend increase resulted in increase in share prices and 

not in all cases where dividend decreases resulted in decrease in share prices. 

Waswa, Ndede, and Jagongo (2013) analyzed the determinants of dividend payout by 

agricultural firms listed at the NSE and whether various factors available as per 

literature influence dividend payout ratio in Agricultural sector in Kenya. Their study 

covered the period between 2005 and 2010. They found that that there was a positive 

relationship between dividend payout and liquidity and profitability. The results also 

showed a negative associations between dividend payout and firm’s growth, Firm size 

and leverage. 

Wambui (2014) sought to determine the effect of dividend announcement on stock 

returns of firms listed at the Nairobi Securities Exchange by taking a sample of 5 

commercial Banks listed at the NSE over a five year period between 2009 and 2013. 

The study concluded that dividend announcement had a positive effect on stock returns 

for firms listed at the Nairobi Securities Exchange. 

2.5. Summary of the Literature Review 

Studies on of dividends and their impact on the value of the firm have provided varying 

results. On one hand, Gordon (1963) and by Lintner (1962), argued that dividends are 
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relevant in determining of the value of the firm. Mulwa (2006) established that at least 

in the year of dividend payment a relationship exists between share prices of a firm and 

dividend announcements. Njuru (2007) also observed a continuation of positive returns 

in the days following stock dividend announcement and concluded that there is 

existence of under reaction of stock dividend announcement at NSE. 

On the other hand, Modigliani and Miller (1961) argue a firm’s dividend policy has no 

effect on either its value or its cost of capital and therefore that in dividends are 

irrelevant as far as the value of the firm is concerned. Muigai (2012) examined the 

effects of dividend declaration on share prices of commercial banks listed in the NSE 

and concluded that there was no pattern observed during the event window. 

The above literature and empirical studies reveals mixed findings on the relevance of 

dividend announcement in assessing stock prices. The foreign studies highlighted 

above were done in different business environments that are not reflective of the 

Kenyan setting. Further, most of the studies carried out in the local context at the NSE 

have reported divergent views on whether the relationship between dividend 

announcement and share prices is positive or negative. As such, there exists a gap in 

this area. This study therefore sought to fill this gap by investigating the existing 

relationship between dividend announcements and share prices in the Kenyan setting.  
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CHAPTER THREE: RESEARCH METHODOLOGY 

3.1. Introduction 

This chapter gives a description of the research methodology that will be used in 

achieving the objectives of this study including the method that will be used in 

collection of data which is critical to answering the research question. First, the research 

design is discussed in section 3.2. The population of the study is defined in section 3.3 

while data collection procedures and data analysis are discussed in section 3.4 and 3.5 

respectively. 

3.2. Research Design 

In this research, event study methodology was used. According to Bodie, et al, (1999), 

an event study describes a technique of empirical financial research that enables an 

observer to assess the impact of a particular event on a firm’s share price. This involved 

extracting, for all listed companies, the return data for some window around the event 

dates of interest, and pooling the resulting observations to determine the significance 

of the change. The event study methodology is the best approach to assess the impact 

of dividend announcements on the prices of underlying stocks since it can be used to 

examine the market’s response to a well-defined event, in this case dividend 

announcement, through the observation of security prices around such an event. 

3.3. Population 

The population for this study was all equity securities that were on the official list of 

the Nairobi Securities Exchange as at 30.06.2015 (Appendix I). These companies 

represent the population of this research and establish the limit of generalizability for 

the study. 
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In conducting the study, particular attention was paid to the ability of individual shares 

to provide the data required in this study. A firm must have paid cash dividend 

consistently during the period between January 2010 and December 2014. In addition, 

the company must have had enough data points or should not have stopped trading at 

some point during the period to avoid data gaps. 

3.4. Data and Data Collection Instruments 

There are several data collection methods that a researcher can use namely; interviews, 

questionnaires, and observation (Kumar, 2005). This study mainly used secondary data 

that was collected from published sources. This involved extraction of data from the 

records available at the NSE on share prices and dividends for a five year period 

between 2010 and 2014.  

3.5. Data Analysis 

Data is a collection of facts and figures relating to a particular activity under study. For 

data collected to make sense, it needs to be analyzed and presented in a way that can be 

understood by the common man. The research used quantitative data comprising of 

daily share prices of the firms listed on the NSE and the daily NSE 20 Share Index for 

the same period. Event study method was used to analyze the data through Excel 

software to test the effect of dividend declaration on the share prices. 

3.5.1.Analytical Model 

The first step was to calculate the expected returns for each shock. The expected stock 

return for stock i at time t was calculated as follows; 

E(Rit)  = αi + βMRt 
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The second step was to calculate the actual returns for each shock. The daily actual 

stock returns were calculated as follows; 

Rit = ((Pit – Pit  + Dit)/Pit-1) 

Where; 

Pit is the closing price of stock i on day t.  

Pit-1 is the closing price of stock i on day t-1  

Dit is the dividend payable for firm i at time t. 

The third step was to calculate the Abnormal Returns (AR) which were calculated as 

follows; 

ARit = Rit – E(Rit) 

Where;  

ARit is the daily abnormal return for stock i at time t 

E(Rit) is the expected stock return for stock i at time t. 

Finally, the Cumulative abnormal Returns (CAR) which measures the investor’s total 

return over a period starting from before and after the announcement date was 

determined as follows; 

CARt = ∑ 𝐴𝑅𝑡𝑡=𝑛
𝑡=1  

Where;  

CARt is the cumulative average abnormal return.  

n denotes the day -30 through +30 day.  
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Trend analysis will be conducted to determine whether there was a change before or 

after the dividend announcement. 

3.5.2.Test of Significance 

To test the significance of abnormal returns, t-statistic will be applied to specify if the 

individual abnormal returns differ significantly from zero. The t-test shall be applied 

on the abnormal returns together with the root mean square error of the regression. The 

resulting t-values will then be compared with the critical values of the Student's t-

distribution. 
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CHAPTER FOUR: DATA ANALYSIS, RESULTS AND 

INTERPRETATION 

4.1. Introduction 

The chapter presents data analysis, interpretation and discussion of the research 

findings on the effect of dividends announcements on the prices of 17 listed companies 

that constantly announced dividends for the period between 2010 and 2014. The results 

are presented in tables and graphs. 

4.2. Descriptive Statistics 

The study made use of daily stock prices for sixteen companies listed on the Nairobi 

Securities Exchange for the event window of 61 days consisting of 30 days before and 

30 days after the date of announcement of dividends. The analysis was done for a five 

year period between January 2010 and December 2014 on the 16 Companies listed at 

the NSE that met the criteria. Abnormal returns were calculated by subtracting expected 

returns from the actual returns. Cumulative average abnormal returns were calculated 

by summing the average abnormal returns over the event window. A graph of the 

cumulative average abnormal returns for the period was then plotted for each of the 

years to show the trend of abnormal returns over the event window. The cumulative 

average abnormal returns for the five companies under study are represented in figures 

below. 

4.2.1. Analysis of CAAR for the year 2010 

Figure 4.1 is a graph showing trend of CAAR before and after dividend announcement 

day. CAAR is calculated over a period starting from –30 day to +30 day relative to the 

Dividend Announcement day (day 0).  
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Figure 4.1: Graphical representation of CAAR year 2010. 

 

Source: Research Findings 

The curve for cumulative average abnormal returns for 2010 slopes generally 

downwards for the 30 days before the dividend announcement date, and is generally 

upward sloping for the 30days after the announcement. The curve have a sharp kink on 

the day of announcement. This clearly shows that dividend announcement has a 

significant effect of stock returns.  

4.2.2. Analysis of CAAR for the year 2011 

Figure 4.2 is a graph showing trend of CAAR before and after Dividend Announcement 

day. CAAR is calculated over a period starting from –30 day to +30 day relative to the 

Dividend Announcement day (day 0).  
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Figure 4.2: Graphical representation of CAAR year 2011. 

 

Source: Research Findings 

The curve for cumulative average abnormal returns for 2011 slopes generally 

downwards for the 30 days before the dividend announcement date, and is generally 

upward sloping for the 30days after the announcement. The curve have a sharp kink on 

the day of announcement. This clearly shows that dividend announcement has a 

significant effect of stock returns. 

4.2.3. Analysis of CAAR for year 2012 

Figure 4.3 is a graph showing trend of CAAR before and after Dividend Announcement 

day. CAAR is calculated over a period starting from –30 day to +30 day relative to the 

Dividend Announcement day (day 0).  
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Figure 4.3: Graphical representation of CAAR year 2012. 

 

Source: Research Findings 

The curve for cumulative average abnormal returns for 2012 slopes generally 

downwards for the 30 days before the dividend announcement date, and is generally 

upward sloping for the 30days after the announcement. The curve have a sharp kink on 

the day of announcement. This clearly shows that dividend announcement has a 

significant effect of stock returns. 

4.2.4. Analysis of the CAAR for year 2013 

Figure 4.4 is a graph showing trend of CAAR before and after Dividend Announcement 

day. CAAR is calculated over a period starting from –30 day to +30 day relative to the 

Dividend Announcement day (day 0). 
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Figure 4.4: Graphical representation of CAAR year 2013. 

 

Source: Research Findings 

The curve for cumulative average abnormal returns for 2013 slopes generally 

downwards for the 30 days before the dividend announcement date, and is generally 

upward sloping for the 30days after the announcement. The curve have a sharp kink on 

the day of announcement. This clearly shows that dividend announcement has a 

significant effect of stock returns. 

4.2.5. Analysis of CAAR for year 2014 

Figure 4.5 is a graph showing trend of CAAR before and after Dividend Announcement 

day. CAAR is calculated over a period starting from –30 day to +30 day relative to the 

Dividend Announcement day (day 0).   
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Figure 4.5 Graphical representation of CAAR year 2014. 

 

Source: Research Findings  

The curve for cumulative average abnormal returns for 2014 slopes generally 

downwards for the 30 days before the dividend announcement date, and is generally 

upward sloping for the 30days after the announcement. The curve have a sharp kink on 

the day of announcement. This clearly shows that dividend announcement has a 

significant effect of stock returns. 

4.3. Inferential Statistics 

The t-statistics for the cumulative average abnormal returns was calculated using the 

standard deviation of the cumulative average abnormal returns. 

Table 4.1: Test of Significance for CAAR for the Year 2010 

  

Test value = 0.10657 

t df 

Sig. (2-

tailed) Mean difference 

  

Lower Upper 

CAAR -7.627 61 .000 -.10322 -.1303 -.0762 

Source: Research Findings 
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The t-test statistics was calculated using a 5% level of significance. The t-test is -7.627 

which lies in the rejection area. Hence we reject the null hypothesis that dividend 

announcement does not have an effect on stock returns of firms listed at the Nairobi 

Securities Exchange for the year 2010. 

Table 4.2: Test of Significance for CAAR for the Year 2011 

  

Test value = 0.10657 

t df Sig. (2-tailed) Mean difference 

  

Lower Upper 

CAAR -7.929  61 .000 -.21217  -.2657  -.1587  

Source: Research Findings 

The t-test statistics was calculated using a 5% level of significance. The t-test is -7.929 

which lies in the rejection area. Hence we reject the null hypothesis that dividend 

announcement does not have an effect on stock returns of firms listed at the Nairobi 

Securities Exchange for the year 2011. 

Table 4.3: Test of Significance for CAAR for the Year 2012 

  

Test value = 0.10657 

t df Sig. (2-tailed) Mean difference 

  

Lower Upper 

CAAR -7.806   60 .000 -.13463  -.1691  -.1001  

Source: Research Findings 

The t-test statistics was calculated using a 5% level of significance. The t-test is -7.806 

which lies in the rejection area. Hence we reject the null hypothesis that dividend 
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announcement does not have an effect on stock returns of firms listed at the Nairobi 

Securities Exchange for the year 2012 

Table 4.4: Test of Significance for CAAR for the Year 2013 

  

Test value = 0.10657 

t df Sig. (2-tailed) Mean difference 

  

Lower Upper 

CAAR -7.810    60 .000 -.20720  -.2603  -.1541  

Source: Research Findings 

The t-test statistics was calculated using a 5% level of significance. The t-test is -7.810 

which lies in the rejection area. Hence we reject the null hypothesis that dividend 

announcement does not have an effect on stock returns of firms listed at the Nairobi 

Securities Exchange for the year 2013. 

Table 4.5: Test of Significance for CAAR for the Year 2014 

  

Test value = 0.10657 

t df Sig. (2-tailed) Mean difference 

  

Lower Upper 

CAAR -7.627 61 .000 -.10322 -.1303 -.0762 

Source: Research Findings 

The t-test statistics was calculated using a 5% level of significance. The t-test is -7.627 

which lies in the rejection area. Hence we reject the null hypothesis that dividend 

announcement does not have an effect on stock returns of firms listed at the Nairobi 

Securities Exchange for the year 2010. 
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4.4. Interpretation of the Findings  

As observed from research findings, the cumulative average abnormal returns for all 

the five years analyzed were increasing before the announcement were but not a steep 

increase as after the announcement date. This means that the Dividend Announcements 

led to significant abnormal returns around Dividend Announcement period. The curve 

for CAAR slopes downward for all the years and upward after the announcement date. 

This shows that stock returns for the selected companies react positively towards the 

dividend announcement in all the five years. From the test of significance, the null 

hypothesis that dividend announcement does not have an effect on the stock returns of 

firms listed at the NSE is rejected. This shows that dividend announcement is 

statistically significant and affects the stock returns positively.  

Aamir and Shah (2011) in their study concluded that there is a positive reaction on stock 

returns due to dividend announcement. Njuru(2007) discovered that there is a positive 

reaction in the NSE after stock dividend announcement and hence concluded existed of 

under reaction. From the research findings, it can be shown that dividend announcement 

has a positive effect on stock returns of firms listed at the Nairobi securities Exchange. 

  



39 

 

CHAPTER FIVE: SUMMARY, CONCLUSIONS AND 

RECOMMENDATIONS 

5.1. Introduction  

This chapter summarizes the findings of the study and makes conclusions based on the 

data analysis in chapter four. The chapter discussion is based on the objective of the 

study i.e. the effect of dividend announcement on share prices of firms listed at the 

Nairobi Securities Exchange. 

5.2. Summary  

The average abnormal returns were calculated by subtracting the expected returns from 

the actual returns. To bring out the behavior, cumulative average abnormal returns were 

calculated by summing the average abnormal returns before and after the 

announcement. A graph of the cumulative average abnormal returns for the period was 

then plotted for each of the years to show the trend of abnormal returns over the event 

window.  

From the analysis above there was a general decrease in the cumulative average 

abnormal returns before the dividend announcement date leading to a downward 

sloping curve and a general increase after the dividend announcement date leading to 

an upward sloping curve. The test of significance also revealed that dividend 

announcement has significant effect on stock returns of firms listed at the Nairobi 

Securities Exchange.  

 

 



40 

 

5.3. Conclusion 

The study found out that the Dividend Announcements led to significant abnormal 

returns around Dividend Announcement period. This implies that an individual can 

profit by acting on the announcement of the dividend. A test of semi-strong form 

efficiency (Fama, Fisher and Roll, 1969) indicated that investors cannot earn an above 

normal return on publicly available information such as historical prices, volume 

information, accounting statements, annual reports, stock splits, Dividend 

Announcements, new issues of stock announcements, and earnings announcements. 

The study therefore concluded that NSE is not semi strong efficient. 

The results of this study were inconsistent with what Uddin (2003) found when he 

carried out a study on the Effect of Dividend Announcement on Shareholders’ Value at 

Dhaka Stock Exchange in Bangladesh and found that investors do not gain value from 

Dividend Announcement. The study found that payment of dividend is relevant since 

Dividend Announcement causes significant change in Share Price both on days before 

and after Dividend Announcement. 

5.4. Recommendations for Policy and Practice 

The study recommends that the companies listed in the NSE should consider dividends 

as a factors that influence share prices/ firm value in the market as they formulate their 

dividend policies. 

The study recommends that the NSE should adopt policies that would enhance market 

efficiency for predictability of the market behavior by market players and for enhanced 

investor confidence in the operations of the market. 
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This his study recommends that investors should consider announcement of dividends 

by companies in which they hold shares since dividend announcements impact on their 

returns. 

5.5. Limitations of the Study  

The sample used was relatively small considering The Nairobi Securities Exchange 

consists of 65 companies. This is because some of the companies listed at the NSE have 

not consistently being making dividend announcement.  

The period under study is relatively short hence the trend displayed by the graphs may 

not be sufficient to represent the years that have not being incorporated.  

The data used was historical and due to the changing economical factors and trends, 

this may not be a good representation of what may happen in the future.  

5.6. Areas of Further Studies  

This knowledge can be used in areas of further studies such as investigating the effect 

of other corporate actions on stock returns such as mergers and acquisitions, stock split 

and bonus issues.  

The dividend policy and dividend structures can also be investigated to determine 

whether they have an effect on the value of the firm or not.  

Different sectors can also be analyzed to determine whether dividend announcement 

has the same positive effect on the stock returns of the firms in the different sectors as 

classified by the NSE. 
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APPENDICIES 

Appendix I: Listed Companies at NSE as at 30.06.2015 

AGRICULTURAL 

1. Eaagads Ltd 

2. Kapchorua Tea Co. Ltd 

3. Kakuzi 

4. Limuru Tea Co. Ltd 

5. Rea Vipingo Plantations Ltd 

6. Sasini Ltd  

7. Williamson Tea Kenya Ltd 
 

AUTOMOBILES AND 

ACCESSORIES 

8. Car and General (K) Ltd 

9. Sameer Africa Ltd 

10. Marshalls (E.A.) Ltd 
 

BANKING 

11. Barclays Bank Ltd 

12. CFC Stanbic Holdings Ltd 

13. Iand M Holdings Ltd 

14. Diamond Trust Bank Kenya Ltd 

15. Housing Finance Co Ltd 

16. Kenya Commercial Bank Ltd 

17. National Bank of Kenya Ltd 

18. NIC Bank Ltd 

19. Standard Chartered Bank Ltd 

20. Equity Bank Ltd 

21. The Co-operative Bank of Kenya 

Ltd 
 

COMMERCIAL AND SERVICES 

22. Express Ltd 

23. Kenya Airways Ltd 

24. Nation Media Group 

25. Standard Group Ltd 

26. TPS Eastern Africa (Serena) Ltd 

27. Scangroup Ltd 

28. Uchumi Supermarket Ltd 

29. Hutchings Biemer Ltd 

30. Longhorn Kenya Ltd 

31. Atlas Development and Support 

Services 
 

CONSTRUCTION AND ALLIED 

32. Athi River Mining 

33. Bamburi Cement Ltd 

34. Crown Berger Ltd 

35. E.A.Cables Ltd 

36. E.A.Portland Cement Ltd 
 

ENERGY AND PETROLEUM 

37. KenolKobil Ltd 

38. Total Kenya Ltd  

39. KenGen Ltd 

40. Kenya Power and  Lighting Co Ltd 

41. Umeme Ltd 
 

INSURANCE 

42. Jubilee Holdings Ltd 

43. Pan Africa Insurance Holdings Ltd 

44. Kenya Re-Insurance Corporation 

Ltd 

45. Liberty Kenya Holdings Ltd 

46. British-American Investments 

Company ( Kenya) Ltd 

47. CIC Insurance Group Ltd 

 

INVESTMENT 

48. Olympia Capital Holdings ltd 

49. Centum Investment Co Ltd 

50. Trans-Century Ltd 

51. Home Afrika Ltd 

52. Kurwitu Ventures 
 

INVESTMENT SERVICES 

53. Nairobi Securities Exchange Ltd 
 

MANUFACTURING AND ALLIED 

54. B.O.C Kenya Ltd  

55. British American Tobacco Kenya 

Ltd  

56. Carbacid Investments Ltd 

57. East African Breweries Ltd 

58. Mumias Sugar Co. Ltd 

59. Unga Group Ltd 

60. Eveready East Africa Ltd  

61. Kenya Orchards Ltd 

62. A.Baumann CO Ltd  

63. Flame Tree Group Holdings Ltd 
 

TELECOMMUNICATION AND 

TECHNOLOGY 

64. Safaricom Ltd Ord 
 

Source: NSE website 

https://www.nse.co.ke/listed-companies/list.html?view=company&id=25&tmpl=component
https://www.nse.co.ke/listed-companies/list.html?view=company&id=28&tmpl=component
https://www.nse.co.ke/listed-companies/list.html?view=company&id=33&tmpl=component
https://www.nse.co.ke/listed-companies/list.html?view=company&id=38&tmpl=component
https://www.nse.co.ke/listed-companies/list.html?view=company&id=45&tmpl=component
https://www.nse.co.ke/listed-companies/list.html?view=company&id=46&tmpl=component
https://www.nse.co.ke/listed-companies/list.html?view=company&id=51&tmpl=component
https://www.nse.co.ke/listed-companies/list.html?view=company&id=16&tmpl=component
https://www.nse.co.ke/listed-companies/list.html?view=company&id=29&tmpl=component
https://www.nse.co.ke/listed-companies/list.html?view=company&id=39&tmpl=component
https://www.nse.co.ke/listed-companies/list.html?view=company&id=13&tmpl=component
https://www.nse.co.ke/listed-companies/list.html?view=company&id=15&tmpl=component
https://www.nse.co.ke/listed-companies/list.html?view=company&id=18&tmpl=component
https://www.nse.co.ke/listed-companies/list.html?view=company&id=21&tmpl=component
https://www.nse.co.ke/listed-companies/list.html?view=company&id=30&tmpl=component
https://www.nse.co.ke/listed-companies/list.html?view=company&id=35&tmpl=component
https://www.nse.co.ke/listed-companies/list.html?view=company&id=42&tmpl=component
https://www.nse.co.ke/listed-companies/list.html?view=company&id=43&tmpl=component
https://www.nse.co.ke/listed-companies/list.html?view=company&id=47&tmpl=component
https://www.nse.co.ke/listed-companies/list.html?view=company&id=54&tmpl=component
https://www.nse.co.ke/listed-companies/list.html?view=company&id=91&tmpl=component
https://www.nse.co.ke/listed-companies/list.html?view=company&id=91&tmpl=component
https://www.nse.co.ke/listed-companies/list.html?view=company&id=27&tmpl=component
https://www.nse.co.ke/listed-companies/list.html?view=company&id=34&tmpl=component
https://www.nse.co.ke/listed-companies/list.html?view=company&id=41&tmpl=component
https://www.nse.co.ke/listed-companies/list.html?view=company&id=48&tmpl=component
https://www.nse.co.ke/listed-companies/list.html?view=company&id=52&tmpl=component
https://www.nse.co.ke/listed-companies/list.html?view=company&id=55&tmpl=component
https://www.nse.co.ke/listed-companies/list.html?view=company&id=81&tmpl=component
https://www.nse.co.ke/listed-companies/list.html?view=company&id=85&tmpl=component
https://www.nse.co.ke/listed-companies/list.html?view=company&id=102&tmpl=component
https://www.nse.co.ke/listed-companies/list.html?view=company&id=147&tmpl=component
https://www.nse.co.ke/listed-companies/list.html?view=company&id=147&tmpl=component
https://www.nse.co.ke/listed-companies/list.html?view=company&id=10&tmpl=component
https://www.nse.co.ke/listed-companies/list.html?view=company&id=12&tmpl=component
https://www.nse.co.ke/listed-companies/list.html?view=company&id=20&tmpl=component
https://www.nse.co.ke/listed-companies/list.html?view=company&id=23&tmpl=component
https://www.nse.co.ke/listed-companies/list.html?view=company&id=24&tmpl=component
https://www.nse.co.ke/listed-companies/list.html?view=company&id=36&tmpl=component
https://www.nse.co.ke/listed-companies/list.html?view=company&id=49&tmpl=component
https://www.nse.co.ke/listed-companies/list.html?view=company&id=53&tmpl=component
https://www.nse.co.ke/listed-companies/list.html?view=company&id=98&tmpl=component
https://www.nse.co.ke/listed-companies/list.html?view=company&id=127&tmpl=component
https://www.nse.co.ke/listed-companies/list.html?view=company&id=32&tmpl=component
https://www.nse.co.ke/listed-companies/list.html?view=company&id=44&tmpl=component
https://www.nse.co.ke/listed-companies/list.html?view=company&id=58&tmpl=component
https://www.nse.co.ke/listed-companies/list.html?view=company&id=58&tmpl=component
https://www.nse.co.ke/listed-companies/list.html?view=company&id=92&tmpl=component
https://www.nse.co.ke/listed-companies/list.html?view=company&id=99&tmpl=component
https://www.nse.co.ke/listed-companies/list.html?view=company&id=99&tmpl=component
https://www.nse.co.ke/listed-companies/list.html?view=company&id=103&tmpl=component
https://www.nse.co.ke/listed-companies/list.html?view=company&id=22&tmpl=component
https://www.nse.co.ke/listed-companies/list.html?view=company&id=31&tmpl=component
https://www.nse.co.ke/listed-companies/list.html?view=company&id=97&tmpl=component
https://www.nse.co.ke/listed-companies/list.html?view=company&id=126&tmpl=component
https://www.nse.co.ke/listed-companies/list.html?view=company&id=146&tmpl=component
https://www.nse.co.ke/listed-companies/list.html?view=company&id=26&tmpl=component
https://www.nse.co.ke/listed-companies/list.html?view=company&id=40&tmpl=component
https://www.nse.co.ke/listed-companies/list.html?view=company&id=50&tmpl=component
https://www.nse.co.ke/listed-companies/list.html?view=company&id=59&tmpl=component
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Appendix II: Cumulative Average Abnormal returns for 2010 

Days Cumulative 

Abnormal Returns 

-30                    0.01  

-29                   (0.00) 

-28                    0.00  

-27                    0.01  

-26                    0.01  

-25                    0.01  

-24                    0.01  

-23                    0.02  

-22                    0.03  

-21                    0.04  

-20                    0.04  

-19                    0.04  

-18                    0.03  

-17                    0.03  

-16                    0.03  

-15                    0.02  

-14                    0.02  

-13                    0.02  

-12                    0.02  

-11                    0.03  

-10                    0.04  

-9                    0.04  

-8                    0.05  

-7                    0.04  

-6                    0.05  

-5                    0.06  

-4                    0.06  

-3                    0.07  

-2                    0.07  

-1                    0.07  

0                    0.07  

1                    0.13  

2                    0.17  

3                    0.20  

4                    0.22  

5                    0.24  

6                    0.27  

7                    0.30  

8                    0.33  
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Days Cumulative 

Abnormal Returns 

9                    0.36  

10                    0.40  

11                    0.43  

12                    0.46  

13                    0.49  

14                    0.53  

15                    0.56  

16                    0.59  

17                    0.63  

18                    0.65  

19                    0.67  

20                    0.70  

21                    0.73  

22                    0.75  

23                    0.77  

24                    0.80  

25                    0.82  

26                    0.86  

27                    0.89  

28                    0.93  

29                    0.96  

30                    0.98  

 

Source: Research Findings 

 

Appendix III: Cumulative Average Abnormal returns for 2011 

Days Cumulative 

Abnormal Returns 

-30       0.01  

-29       0.01  

-28       0.01  

-27       0.01  

-26       0.02  

-25       0.02  

-24       0.03  

-23       0.03  

-22       0.04  

-21       0.05  

-20       0.05  

-19       0.05  

-18       0.05  
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Days Cumulative 

Abnormal Returns 

-17       0.05  

-16       0.05  

-15       0.05  

-14       0.06  

-13       0.06  

-12       0.06  

-11       0.07  

-10       0.07  

-9       0.07  

-8       0.07  

-7       0.07  

-6       0.07  

-5       0.08  

-4       0.07  

-3       0.07  

-2       0.08  

-1       0.08  

0       0.11  

1       0.14  

2       0.17  

3       0.19  

4       0.22  

5       0.25  

6       0.28  

7       0.31  

8       0.34  

9       0.37  

10       0.39  

11       0.42  

12       0.46  

13       0.49  

14       0.52  

15       0.54  

16       0.58  

17       0.61  

18       0.65  

19       0.68  

20       0.72  

21       0.75  

22       0.78  

23       0.81  
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Days Cumulative 

Abnormal Returns 

24       0.84  

25       0.88  

26       0.91  

27       0.94  

28       0.98  

29       1.01  

30       1.05  

 

Source: Research Findings 

 

Appendix IV: Cumulative Average Abnormal returns for 2012 

Days Cumulative 

Abnormal Returns 

-30       0.01  

-29       0.02  

-28       0.02  

-27       0.01  

-26       0.01  

-25       0.01  

-24       0.02  

-23       0.02  

-22       0.02  

-21       0.02  

-20       0.02  

-19       0.02  

-18       0.02  

-17       0.02  

-16       0.02  

-15       0.02  

-14       0.02  

-13       0.01  

-12       0.02  

-11       0.02  

-10       0.02  

-9       0.02  

-8       0.02  

-7       0.02  

-6       0.02  

-5       0.01  

-4       0.02  

-3       0.02  
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Days Cumulative 

Abnormal Returns 

-2       0.04  

-1       0.04  

0       0.05  

1       0.11  

2       0.17  

3       0.23  

4       0.28  

5       0.32  

6       0.37  

7       0.41  

8       0.46  

9       0.50  

10       0.55  

11       0.60  

12       0.64  

13       0.69  

14       0.75  

15       0.79  

16       0.84  

17       0.89  

18       0.94  

19       0.99  

20       1.03  

21       1.07  

22       1.11  

23       1.16  

24       1.21  

25       1.25  

26       1.30  

27       1.34  

28       1.39  

29       1.44  

30       1.49  

 

Source: Research Findings 

 

Appendix V: Cumulative Average Abnormal returns for 2013 

Days Cumulative 

Abnormal Returns 

-30       0.00  

-29       0.00  
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Days Cumulative 

Abnormal Returns 

-28       0.01  

-27       0.01  

-26       0.01  

-25       0.02  

-24       0.03  

-23       0.02  

-22       0.03  

-21       0.03  

-20       0.03  

-19       0.04  

-18       0.05  

-17       0.06  

-16       0.06  

-15       0.06  

-14       0.07  

-13       0.07  

-12       0.07  

-11       0.07  

-10       0.08  

-9       0.09  

-8       0.09  

-7       0.09  

-6       0.09  

-5       0.10  

-4       0.10  

-3       0.10  

-2       0.11  

-1       0.11  

0       0.11  

1       0.15  

2       0.19  

3       0.24  

4       0.28  

5       0.33  

6       0.38  

7       0.42  

8       0.46  

9       0.49  

10       0.53  

11       0.57  

12       0.62  
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Days Cumulative 

Abnormal Returns 

13       0.66  

14       0.69  

15       0.71  

16       0.75  

17       0.78  

18       0.82  

19       0.86  

20       0.90  

21       0.92  

22       0.95  

23       0.99  

24       1.03  

25       1.07  

26       1.11  

27       1.13  

28       1.17  

29       1.20  

30       1.24  

 

Source: Research Findings 

Appendix VI: Cumulative Average Abnormal returns for 2014 

Days Cumulative 

Abnormal Returns 

-30       0.01  

-29       0.01  

-28       0.01  

-27       0.01  

-26       0.01  

-25       0.01  

-24       0.01  

-23       0.01  

-22       0.00  

-21       0.00  

-20      (0.00) 

-19      (0.00) 

-18       0.01  

-17       0.01  

-16       0.01  

-15       0.01  
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Days Cumulative 

Abnormal Returns 

-14       0.01  

-13       0.02  

-12       0.02  

-11       0.03  

-10       0.04  

-9       0.03  

-8       0.03  

-7       0.03  

-6       0.03  

-5       0.04  

-4       0.04  

-3       0.05  

-2       0.05  

-1       0.05  

0       0.04  

1       0.06  

2       0.10  

3       0.13  

4       0.16  

5       0.20  

6       0.23  

7       0.27  

8       0.31  

9       0.34  

10       0.36  

11       0.40  

12       0.42  

13       0.45  

14       0.48  

15       0.52  

16       0.55  

17       0.59  

18       0.62  

19       0.65  

20       0.67  

21       0.71  

22       0.74  

23       0.76  

24       0.79  

25       0.83  

26       0.86  
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Days Cumulative 

Abnormal Returns 

27       0.89  

28       0.92  

29       0.95  

30       0.99  

 

Source: Research Findings 


