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EXECUTIVE SUMMARY

Dividends are payments made by a corporation to its shareholder members. It is the
portion of corporate profits paid out to stockholders. When a corporation earns
a profit or surplus, that money can be put to two uses: it can either be re-invested in
the business or it can be distributed to shareholders. There are two ways to distribute
cash to shareholders: share repurchases or dividends. Many corporations retain a

portion of their earnings and pay the remainder as a dividend.

A dividend is allocated as a fixed amount per share. Therefore, a shareholder
receives a dividend in proportion to their shareholding. For the joint stock company,
paying dividends is not an expense; rather, it is the division of after tax profits among
shareholders. Dividends are usually paid in the form of cash, store credits and
shares in the company. Further, many public companies offer dividend reinvestment
plans, which automatically use the cash dividend to purchase additional shares for
the shareholder.

The objective of the study is to analyse the impact of dividend announcement on
company’s share price based on normal return(NR), abnormal return(AR), cumulative
abnormal return(CAR), standard deviation(SD) and t-test are used to figure out
fluctuation in share prices in pre and post announcement period for a span of 2008-
2012 with daily closing price. An event study is conducted as 10 days (-10) before the
dividend announcement and 10 days (+10) after the announcement with event day as
0. Paired T-test is used with 5% (0.05) as significance level for 20 companies listed in
NSE to find out significance difference in share price.
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