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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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 CHAPTER 1 1.1  INTRODU CTION 

 A con sistent, rising  dividend pa yment is usu ally a hallm ark of a solid , well-run 

busine ss that genera tes substant ial, consistent cash flow. Dividen ds are paym ents made  to shareholde rs of a com pany, paid  out of the compa ny's profits. W hen a corpo ration earns a  profit or surp lus, that mon ey can be 

put to  two uses: it  can either b e re-invested  in the busin ess called a s retained earning s, or it can b e distributed  to shareholde rs. There ar e two ways to  distribute cash t o shareholder s: share rep urchases or d ividends. Man y corporation s retain a 

portion  of their earn ings and pay t he remainder  as a dividend . The d ividend can  be paid out  as cash wh ich will be  either sent  directly to the sh areholder or d eposited in  the sharehold er's brokerage  account or  it can be 

reinves ted into the  company th rough the pu rchase of a dditional sha res. This reinves tment can b e done eith er directly th rough the c ompany via  a dividend reinves tment plan (D RIP) or throu gh the broker .   

Many  investors re ly on divide nds as a so urce of ret irement incom e. Some compa nies have a  history of incr easing divide nds as their  earnings incr ease. The potent ial for increas ed income co upled with the ir lower risk p rofiles, make s dividend-

paying stocks a part icularly attract ive choice for  retirees.  The D ividend Decis ion is a decisio n made by th e directors of  a company. D ividend is allocat ed as a fixed  amount per s hare. Therefo re, a shareho lder receives  a dividend 

in prop ortion to the ir shareholdin g. Dividends  are usually p aid in the form  of cash, store  credits and  shares in  the company . Further, m any public c ompanies offer d ividend reinve stment plans , which autom atically use  the cash d ividend to 

purcha se additional shares for the  shareholder.  
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Form s of payment  

Cash  dividends ar e those pa id out in cur rency, usua lly via electr onic funds transfe r or a printed  paper check.  Such dividen ds are a form  of investm ent income and ar e usually taxa ble to the re cipient in the  year they are  paid. This is  the most comm on method of  sharing corpo rate profits w ith the shareh olders of the  company. 

Dividen ds paid are  not classified  as an expens e, but rather  a deduction  of retained earning s. Dividends  paid does  not show up  on an Incom e Statemen t but does appear  on the Balan ce Sheet. 

Stock  or scrip divid ends  are tho se paid out in  the form of a dditional stock  shares of the iss uing corporat ion, or anothe r corporation.  They are usu ally issued in  proportion to shar es owned. If  the payment  involves the  issue of new  shares, it is s imilar to a 

stock s plit in that it increases the  total number  of shares wh ile lowering th e price of each s hare without  changing the m arket capita lization, or t otal value, of  the shares held.  Proper ty dividends   are those  paid out in t he form of a ssets from t he issuing 

corpor ation or anot her corporat ion, such as  a subsidiary  corporation.  They are relative ly rare and m ost frequent ly are securit ies of other com panies own ed by the issuer,  however they  can take oth er forms, such  as products and services.  

Interim  dividends  a re dividend p ayments mad e before a com pany's annu al general meetin g (AGM) an d final finan cial stateme nts. This dec lared dividen d usually accom panies the com pany's inter im financial st atements. 

Other  dividends ca n be used in structured fin ance. Financ ial assets wit h a known market  value can be  distributed a s dividends; w arrants are s ometimes dis tributed in this wa y. For large  companies w ith subsidiar ies, dividends  can take th e form of 

shares  in a subsidia ry company.  A common te chnique for "s pinning off" a  company from it s parent is t o distribute s hares in the  new compan y to the old  company's shareh olders.   

3  Divide nd dates 

 Declar ation date is  the day the B oard of Direc tors announc es its intentio n to pay a dividen d. On this da y, a liability is  created and  the company  records that  liability on its boo ks; it now ow es the money  to the stock holders. On t he declaration  date, the 

Board will also anno unce a date o f record and a  payment dat e. In-divi dend date is  the last day,  which is one  trading day  before the e x-dividend date, w here the stoc k is said to b e cum dividen d. In other w ords, existing  holders of 

the sto ck and anyon e who buys it  on this day w ill receive the  dividend, wh ereas any holders  selling the  stock lose th eir right to th e dividend. A fter this date  the stock becom es ex dividen d. 

Ex-divi dend date  is the day on  which all sha res bought an d sold no lon ger come attache d with the r ight to be pa id the most re cently declar ed dividend.  This is an import ant date for a ny company  that has ma ny stockholde rs, including  those that 

trade o n exchanges , as it makes  reconciliatio n of who is t o be paid th e dividend easier.  Existing hold ers of the stoc k will receive  the dividend  even if they n ow sell the stock,  whereas any one who now  buys the sto ck will not re ceive the div idend. It is relative ly common f or a stock's p rice to decre ase on the e x-dividend d ate by an 

amoun t roughly eq ual to the d ividend paid.  This reflect s the decrea se in the compa ny's assets re sulting from t he declaratio n of the divide nd. The com pany does not tak e any explicit  action to adju st its stock pr ice; in an effic ient market, b uyers and 

sellers will automatic ally price this  in. Book  closure Date  Whenever a  company an nounces a d ividend pay-o ut, it also announ ces a date o n which the c ompany will ideally tempor arily close its  books for fresh tr ansfers of sto ck. 

Recor d date Share holders regist ered in the stockholders  of record on  or before the dat e of record w ill receive the  dividend. Sh areholders w ho are not re gistered as of this  date will not r eceive the div idend. Regist ration in mos t countries is  essentially 

autom atic for shares  purchased b efore the ex-d ividend date. Paym ent date is th e day when t he dividend c heques will ac tually be m ailed to the shareh olders of a com pany or cre dited to broke rage accounts . 

4  1.2 C APITAL M ARKET 

 Definit ion of capita l market  

A market in  which indiv iduals and in stitutions tra de financial securities. Organ izations/institu tions in the p ublic and priv ate sectors a lso often sel l securities on the  capital marke ts in order to  raise funds. T hus, this type  of market is  composed of both  the primary a nd secondary  markets. 

Capita l Market The m arket for long -term funds w here securit ies such as c ommon stock , preferred 

stock,  and bonds a re traded. B oth the prim ary market f or new issue s and the second ary market f or existing se curities are pa rt of the cap ital market. C ompanies and g overnments  use capita l markets to  raise funds  for their o perations.  Invest ors purchase  securities in  the capital m arkets in orde r to extract a return and 

earn pr ofit on the se curities. Cap ital markets inc lude primary  markets, suc h as IPOs that ar e placed with  investors thro ugh underwrit ers, and seco ndary market s, in which all sub sequent tradin g takes place .  

 Traditio nally, this ha s referred to  the market fo r trading long -term debt in struments. That is , the market w here capital is raised. Mor e recently, ca pital markets  is used in 

a more  general cont ext to refer to  the market fo r stocks, bond s, derivatives  and other investm ents. These  markets chan nel the wealt h of savers to  those who ca n put it to long-te rm productiv e use, such  as companie s or governm ents making  long-term 

investm ents. The m ost famous an d popular ca pital market s ecurities and  bonds are Equity  Shares,  Preference  Shares, C onvertible/Non -Convertible  Shares, Debent ures, Zero Co upon Bonds,  and Deep Dis count Bonds.   
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Unlike  money marke t instruments  the capital m arket instrum ents become  mature for the pe riod above o ne year. It is  an institution al arrangem ent to borrow  and lend money  for a longer  period of tim e. It consists of  financial inst itutions like I DBI, ICICI, 

UTI, L IC, etc. Thes e institutions  play the ro le of lenders  in the capit al market. Busine ss units and c orporate are  the borrowers  in the capita l market. Cap ital market involve s various inst ruments whic h can be used  for financial t ransactions. 

 Moder n capital mar kets are alm ost invariably  hosted on com puter-based  electronic trading  systems; m ost can be acc essed only by  entities with in the financia l sector or 

the tre asury departm ents of go vernments an d corporatio ns, but som e can be access ed directly by  the public. T here are ma ny thousands  of such syst ems, most only s erving only sm all parts of  the overall c apital marke ts. Entities h osting the system s include sto ck exchanges , investment  banks, and go vernment dep artments. 

Physic ally the syst ems are hos ted all over  the world, th ough they t end to be concen trated in fina ncial centres like London,  New York, a nd Hong Kon g. Capital market s are defined  as markets in  which money  is provided f or periods lon ger than a 

year.  A ke y division  within the  capital m arkets is  between t he primary 

market s and second ary markets.  In primary m arkets, new st ock or bond  issues are sold to  investors, of ten via a m echanism know n as underwr iting. The m ain entities seekin g to raise  long-term  funds on th e primary  capital m arkets are governm ents (which  may be mu nicipal, local or  national) an d business e nterprises 

(comp anies).   
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Gover nments tend t o issue only b onds, wherea s companies  often issue e ither equity or bon ds. The m ain entities p urchasing th e bonds or  stock includ e pension funds, hedge funds, sovereign we alth funds, an d less comm only wealthy  individuals and inv estment bank s trading on t heir own beha lf. In the seco ndary marke ts, existing 

securit ies are sold a nd bought am ong investo rs or traders,  usually on a  securities exchan ge, over-the- counter, or e lsewhere. Th e existence  of secondary  markets increas es the willing ness of inve stors in prim ary markets,  as they know  they are 

likely t o be able to s wiftly cash out  their investm ents if the nee d arises.    

   

  

   

   

   

   

7  1.3 CO MPANY P ROFILE 

 The An gel Group of  Companies w as brought to  life by Mr. D inesh Thakka r in 1987. He ve ntured into s tock trading  with an int ention to rais e capital for  his own 

indepe ndent enterpr ise. However,  he recognise d the opportu nity offered by  the stock market  to serve ind ividual invest ors. Thus Ind ia’s first reta il-focused sto ck-broking house  was establish ed in 1987. U nder his lead ership, Angel b ecame the f irst broking house  to embrace n ew technolog y for faster, m ore effective  and affordab le services 

to reta il investors. Mr. Th akkar is value d for his und erstanding of  the econom y and the stoc k-market. The pr int and electr onic media of ten seek his  views on the  market trend  as well as 

investm ent strategie s. Angel h as emerge d as one of  the most re spected Sto ck-Broking an d Wealth Manag ement Com panies in Ind ia. With its  unique retai l-focused sto ck trading busine ss model, An gel is comm itted to provid ing ‘Real Va lue for Money ’ to all its 

clients.  The An gel Group is  a member of t he Bombay S tock Exchang e (BSE), Nat ional Stock Exchan ge (NSE) an d the two lead ing Commod ity Exchanges  in the countr y: NCDEX 

& MCX . Angel is also  registered a s a Depository  Participant w ith CDSL. Vision : 

To pr ovide best v alue for m oney to inve stors throug h innovative  products, trading /investments strategies, sta te of the art t echnology and  personalized  service. Motto : 

To hav e complete h armony betwe en quality-in- process and c ontinuous im provement to deliv er exceptiona l service that will delight ou r Customers and Clients.  

Angel Group � Angel Brokin g Ltd. � Angel Comm odities Brokin g Ltd. 

� Angel Secur ities Ltd. 

8   

Busine ss: � Equity Trading  � Commodities 

� Portfolio Man agement Serv ices � Mutual Funds  � Life Insurance  � IPO 

� Depository Se rvices � Investment A dvisor 

Manag ement  Mr.  Di nesh Thakka r -  Founder Chairman & M anaging  Dir ector The A ngel Group o f Companies  was brought  to life by M r. Dinesh Th akkar. He 

ventur ed into stock  trading with a n intention to  raise capital f or his own in dependent enterpr ise. However , he recognis ed the oppor tunity offered  by the stock  market to serve  individual inve stors. Thus I ndia’s first ret ail-focused s tock-broking h ouse was establis hed in 1987.  Under his le adership, Ang el became th e first broking  house to 

embra ce new techn ology for fast er, more effe ctive and affo rdable servic es to retail investo rs. Mr. Th akkar is value d for his und erstanding of  the econom y and the sto ck-market. 

The pr int and electr onic media of ten seek his  views on the  market trend  as well as investm ent strategie s.  Mr.  La lit Thakkar -  Director – R esearch  

Mr. La lit Thakkar is  the motivatin g force behind  Angel’s high ly acclaimed  Research team.  He’s been a  part of the se nior managem ent team s ince the Ange l Group’s incept ion. His techn ical and fund amental outlo ok has prov ided impetus  to Angel’s 

market  research te am. Resear ch-based &  personalized  advisory ser vices are Angel’s  forte, and M r. Lalit Thakka r has undoub tedly been the  brain behind  it. When it comes to an alyzing the m arket, Mr. La lit Thakkar is tr uly a genius.    
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Mr.  Am it Majumda r -  Chief Stra tegy Officer  A char tered Accoun tant by qual ification, Mr.  Amit Majum dar is a key m ember of Angel’s  strategic de cision-making  process. He  has been with  the group sin ce August 2004.  He has hand led several fun ctions of the  group like fin ance and ope rations, to 

name  a few. He h as rich expe rience in fin ance, investm ent banking,  treasury, consu ltancy and adv isory services . Mr. M ajumdar has led many suc cessful initiat ives for the gr oup. Before  joining the 

Angel G roup, Mr. M ajumdar has  been associa ted with Rab o India Finan ce, Ambit Corpor ate Finance a nd Ernst & Yo ung.   Mr.  Vi nay Agrawal  -  Executive Director – Eq uity B roking  

Mr. V inay Agrawal leads the Eq uity Broking  business at A ngel, which  comprises Busine ss Developm ent, Operatio ns, Product D evelopment  and E-broking  initiative. He is  actively invo lved in explor ing new way s to adopt t echnology for  business 

enhanc ement. A Cha rtered Accou ntant by qua lification, Mr.  Agrawal beg an his caree r with the Angel G roup as Fin ance and O perations Con sultant, and  since then h e’s quickly climbe d up the corpo rate ladder. 

  Mr.  Ni khil Daxini -  Executive Di rector – Sale s an d Marke ting With a n MBA in fina nce, Mr. Nikh il Daxini has  been instrum ental in intro ducing the 

concep t of professio nal marketing  of broking s ervices at Ang el. His area  of focus is Busine ss Developm ent, Risk Man agement and O perations. Mr. Da xini has imm ense experie nce in the  marketing of  financial pro ducts and service s. He has bee n associated  with HDFC B ank Ltd. in the  past. 

    Mr.  Sa ntanu Syam  -  Executive Director – O peration s 

Mr. Sy am brings w ith him over 1 8 years of ex perience in  the field of T ransaction Bankin g, Wholesale  Banking, Tre asury Bankin g, Consume r Banking and  CBS. He started  his career  with ANZ G rindlays Bank  and he wa s also assoc iated with Standa rd Chartered Bank in India as Director Tr ansactional B anking. 

10  Mr. Sy am followed  up his Engine ering degree  with an MB A. He has als o attended 

Bankin g & Technolo gy seminars  organised by  SCB Singap ore, BSE In dia & Euro Financ e  Mr.  Ke tan Shah -  Associate Dir ector – Inform ation  Tech nology 

IT is a  strategic func tion at Angel.  And Mr. Keta n Shah is invo lved in the de signing of Angel’s  IT policies  and Strateg ies. Mr. Shah  leads all IT -related activ ities from plannin g and budget ing to implem entation and m aintenance. 

Mr. Sh ah has over 1 8 years of ind ustry experie nce. He has b een involved  in various aspect s of Business O perations in  his previous assignments.    Mr.  Na veen Mathur  -  Associate  Director – C ommodit ies and Currenci es 

A CFA  of 1997,  Mr. Mathur  holds a Po st Graduatio n degree in  Financial Manag ement and Bu siness Finan ce. He brings  with him over  14 years of e xperience in the f inancial mark ets 

He ha d been assoc iated with Re ligare Comm odities, Karv y Consultants  and with BLB Lt d in the past.  He has been  involved in se veral managem ent activitie s, treasury operat ions, corpora te and strate gic planning,  research ac tivities in Fu tures and Option s markets in h is past assignm ents. 

Mr. M athur is a regu lar speaker on  all the prom inent financia l news channe ls.   
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1.4 STATEM ENT OF T HE PROBL EM  � Capital marke t is a big trad ing arena with in which billio ns of money  invested in 

shares by in vestors rang ing from an  average per son to high n et worth individuals.  � Companies in  capital mark et often com e out with reg ular announc ements to 

induce public  to buy share s such as div idend, stock s plit, stock div idend, etc which investo rs cannot trac k the market.   . 

� People often  confused wit h number of  announceme nts made by  companies on which com pany shares t o be bought a nd sold.  

� An informed investor can e asily predict  the market be fore investing  in shares of a particular  company wh ereas for an  uninformed investor only r elief would be share brok ing firms to d isclose news r eleased by com panies.  

 � Share marke t being a big  trading platf orm within wh ich both info rmed and uninformed in vestors with g uidance of br oking firms tr ade in as per  SEBI rules 

and regulatio ns. The im portant thing  to be carefu lly monitored is insider trading which leads to heav y loss of inve stor money.  

   

   

 

12  1.5 SCO PE OF TH E STUDY 

 � The analysis  part of this  study will e nable the  investors to k now the fluctuations in share pric es depending  on dividend  announcem ent over a 

period of tim e.  � The time per iod of the stud y is for five y ears from 200 8-2012 within  which 20 companies of  NSE are sele cted to find o ut the impact  on share price  based on 

dividend anno uncement.   

�  Paired T-tes t statistics is u sed to figure  out the signif icant differenc e in share prices on div idend announc ements takin g 5% as base significance level.  � The study h elps the inve stors to kno w the comp anies mean c umulative 

abnormal retu rn in pre and post announc ement of divid end.    

   

   

    

   

 



13  CHAPTER 2 

 2 REVI EW OF LIT ERATURE  

Gordon  Newlove As amoah

1

, Kwam e Nkrumah U niversity of S cience and Techn ology, Ghan a, April, 20 10. This stu dy was cond ucted to exam ine the perform ance of three  companies A luworks (ALW ) Limited , Br itish America n Tobacco Limited   and SG-SS B Limited  ba dly on Ghana  stock excha nge. The prob lem of the 

study  was about w hether Ghan a stock exch ange did no t recognized  company specif ic information  in fixing shar e prices whic h might lead  to poor perfo rmance of compa nies in 2005. Further to an alyze its perf ormance stan dard market  model was 

used t o figure out no rmal return o n shares. An  event study c onducted for  12 months before and 6months after the anno uncements.   Mohamm ad Bayezid A li 2  (Corresponding  Author) Departm ent of Financ e, Facul ty of 

Busine ss Studies Ja gannath Unive rsity, Dhaka, Bangl adesh,N ovember2010  The int ention of the  study was to  ascertain the  effect of divid end announc ements on bankin g industry of  Bangladesh  with empirica l analyses. Th e empirical p art of the 

study f or 25 listed p rivate comm ercial banks in  Bangladesh  surrounding  44 days of dividen d announcem ent dates as  event study  to find out w hether it res ults in any price a djustments o n announcem ents. As the  adjusted stoc k price declin es for 11 banks,  rises for 6 b anks and no  change for 8  banks. Fina lly, t-test stat istics also 

reveale d that dividen d announcem ents are not statistically sig nificant.                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                  1  Gordo n Newlove As amoah, Kwam e Nkrumah U niversity of  S cience and 

Techn ology, Ghana , April, 2010  “The Impact O f Dividend A nnouncemen t  On Sh are Price Beh aviour In Gha na”  2  Moham mad Bayezid A li (Correspondin g Author) Depa rtment of Finan ce, Faculty of 

Busine ss Studies Ja gannath Univ ersity, Dhaka,  Bangl adesh,N ovember2010  “Effect of Dividen d on Stock P rice in Eme rging Stock M arket: A Stud y on the List ed Private Comm ercial Banks in DSE”  
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Parul B hatia

3

, Lecture r  IILM B-Sc hool New D elhi,  Volume  1, Issue 3 (Decem ber, 2010)T his study em phasizes on  popularly tra ded companie s and the investo rs preference  in investing  in stocks. Fur ther the com panies at NSE  India are random ly selected o n the basis o f its trading vo lume for the  period from  2008-2009 

to find  out abnorm al stock return s before and  after dividen d announcem ents. The study u sed event st udy for 61 da ys as 30days  pre and 30da ys post 1 da y as event day to find out impa ct on daily bas is with statist ical tools.  

Keywo rds: Dividend,  announcem ent effect, CAR , mean retur n, event study .           

 Muham mad Aamir

4

, Ph.D (Sch olar), Internati onal Islamic  University, Islam abad, Pakist an - Austra lian Journa l of Busine ss and M anagement Resea rch Vol.1 No .8 [72-76] |  November-20 11  This pape r studies the  Impact of dividen d announcem ent of com panies belong ing to cement , oil and gas  sectors of 

Pakista n based on  the event stu dy of 26 anno uncements in a span of 2 004-2008. During  the study it  was found tha t before and  after the divid end announc ement the impact  remains pos itive. Further t o analyze bett er performan ce of event com panies it 

is com pared with r ival firms for  better unde rstanding of  dividend effe ct on the financ ial health of  the compan ies. On the  whole the c onclusion ex plains the signific ance of t-stat istics values d uring the stud y.  

    

                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                 3 Parul B hatia, Lecturer IILM B- School New Delhi. Vol ume 1, Issue 3 ( December, 2010) “A study of d ividend annou ncements on stock returns of popularly tr aded compa nies in india”  

    4  Muham mad Aamir P h.D (Scholar), I nternational Islam ic University , I slamabad, Pakist an - Australi an Journal of  Business an d Managem ent Research Vol.1 No.8 [ 72-76] | Novem ber-2011 “ Dividend anno uncements a nd the abnorm al stock 

returns  for the event  firm and its r ivals”  

15   Faiza S aleem5  (Corres ponding autho r) Lecturer - De partment of M anagement 

Scienc es, Universi ty of Wah T he Mall, Q uaid Avenue,  Wah Cantt  (47040) – Pakist an, Interdis ciplinary Jou rnal of Con temporary R esearch in  Business Januar y 2013 Vol 4 , No 9 The  m ain objective  of this study  is to analyze  the impact of divid end announc ement on sto ck prices in Pa kistani econom y. The stud y period is 

for the  span of 2007 -2011 to find  out the impac t of dividend a nnouncemen t on share prices.  Further the  study emplo yed dividend  payout ratio , dividend y ield, price earning s ratio and  dividend cove r ratio for fiv e companies  selected from  oil and 

textile  sector listed  in Karachi st ock exchange . Further the  study showe d there is strong  impact on st ock prices. O n the whole  increase in d ividend annou ncements increas es stock price  and vice ver sa. stock pric es.   

   

   

   

   

                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                   

5  Faiza S aleem (Corres ponding autho r) Lecturer - De partment of M anagement Scienc es, Universi ty of Wah Th e Mall, Quaid  Avenue,  W ah Cantt (470 40) – Pakist an, “Effects o f dividend ann ouncement o n stock prices : evidence from  pakista n economy”  

   

16  CHAPTER 3 

 3. RESEA RCH MET HODOLOG Y  

3.1 Ty pe of researc h                   The rese arch type use d is analytica l and descript ive. 3.2 Da ta collection 

                     The m ethod of data  collection us ed is secon dary type for  randomly selecte d 20 compan ies listed in N SE NIFTY50.  The size of s ample is 20  companies under 10 sectors for  a period of 20 08-2012. 

3.3 M ethodology of  the study                     The stu dy has focuse d on 20 com panies listed in  NSE India ra ndomly to analyz e the effects o f dividend an nouncements  over a period  of time.The  hypothesis 

is used  to find out  any fluctuatio ns in share pr ices of a com pany on pre  and post dividen d announcem ent period. A s dividend is  one of the m ost importan t payment made  by companies  out of profits  on face valu e of shares t o enhance sh areholders wealth  and to reta in shareholde rs. Further  the study w ill help to jud ge which 

compa ny stock pric e yields eith er positive or  negative r eturns in pre  and post announ cement perio d. 3.4 O bjectives of th e study: 

 Prima ry Objective:  � T o examine th e impact of pr e and post div idend announ cement 

o n share price s. Secon dary Objecti ve: � T o measure t he fluctuation s in share p rices and its  impact on 

s hareholders wealth   



17  3.5 Tim e period of the study  

 The st udy is condu cted for a spa n of five yea rs from 2008- 2012 for 20  companies listed in NSE NIFTY index. 3.6 To ols used 

� Normal rate o r return � Abnormal rat e of return � Cumulative a bnormal rate of return 

� Standard dev iation  �  Paired T-test   

3.6 Lim itations of t he study  � The time per iod of the stu dy is limited  only for five y ears for 20  companies 

gone for divid end announcem ents. � Companies a nnouncement s like stock d ividend, stock  splits, interim  dividend, etc. can be co nsidered.  

   

   

   

   

18  CHAPTER 4 

 4 . ANALYSI S AND INT ERPRETAT ION  

 4.1 M ean cumulati ve abnormal return of Acc  cements  

2 008 0.0281 0.0157 0 .0262 0.0321 

2 010 -0.0080 0.0019 0 .0125 0.0204 

2 012 0.0540 0.0818 0 .0485 0.0230  INTERP RETATION � Though the st ock of ACC p erformed bett er than the m arket in 2008  during pre 

and post ann ouncement th e MCAR how ever declined  in post anno uncement narrowing the  gap between  the market a nd acc stock.  � Though the s tock perform ed better tha n the market  in 2009 durin g pre and 

post announc ement the M CAR howev er increased  in post anno uncement further improv ing the gains.  � In 2010 the  stock of a cc perform ed lower tha n the mark et in pre announceme nt period whe reas in post  period the s tock of acc  performed 

better than th e market. � In 2011 the s tock of acc pe rformed bette r than the m arket during pre  and post dividend ann ouncement  whereas M CAR in post  announcem ent period 

increased to 0.0398. �  In 2012 the  stock of acc  performed be tter than the  market in pre  and post announceme nt however M CAR in pos t announcem ent has inc reased to 0.0818. 

 

19   

4.2 M ean cumulativ e abnormal return of Am buja Cemen t s 

0.0274 0.025 9

-0.009 1- 0.015 6 

INTERP RETATION � Though the  stock of AM BUJA perform ed better tha n the marke t in 2008 during pre a nd post anno uncement th e MCAR ho wever decline d in post 

announceme nt narrowing t he gap betwee n the market  and stock pr ice.  �  The  stock of  AMBUJA  p erformed lowe r than the m arket in 2009 d uring pre and post an nouncement  the MCAR a lso declined  in both the p eriod of announceme nts. 

� In 2010 the  stock of AM BUJA perform ed lower t han the mar ket in pre announceme nt period wit h -0.0017 w hereas in po st period the  stock of  AMBUJA perf ormed better than the mar ket to 0.0374. 

� In  2011 the  stock of AM BUJA perform ed lower tha n the market  during pre and post div idend annou ncement as  -however t he MCAR in  both the announceme nt period was negative at 0. 0091 and -0.0 246. � In 2012  the  stock of AM BUJA  perform ed better tha n the market  in pre and 

post announc ement howev er MCAR in  post announc ement has in creased to 0.0404.  

    

 

20   

 4.3 M ean cumulativ e abnormal r eturn of Bha rath Petr ole um Corporati on 

BPCL M CAR(BF) MCAR(AF) SD(B F)S D(AF) 

0.0456 0.02 07 INTERP RETATION 

 �  The stock of  BPCL perform ed lower tha n the market  in 2008 durin g pre and post announc ement the M CAR however  declined in  both the anno uncement  

period narrow ing the gap b etween the m arket and stoc k.  � The stock B PCL perform ed better tha n the mark et in 2009 d uring pre announceme nt the MCAR  however de clined in post  announceme nt further reducing the gains. 

� In 2010 the  s tock of BPCL  performed b etter than the  market in pre  and post  announceme nt period wher eas MCAR in  post period in creased to 0. 0687 � In 2011 the  stock perform ed lower th an the mark et during pre  and post 

dividend ann ouncement  whereas M CAR also w as low in b oth the announceme nt period. � In 2012  the s tock of BPCL  performed b etter than the  market in pr e and post 

announceme nt however M CAR in po st announcem ent  has de clined to 0.0023  
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 4.4 M ean cumulativ e abnormal r eturn of CIP LA  

0.0320 0.013 5

-0.0209 - 0.009 4 INTERP RETATION �  The  stock of  CIPLA  perfo rmed lower th an the marke t in 2008 durin g pre and 

post announ cement the  MCAR how ever was  negative in b oth the announceme nt narrowing t he gap betwe en the market  and stock.  � Though the s tock of CIPLA  performed b etter than th e market in 2 009 during 

pre and po st announcem ent the M CAR howev er increased  in post announceme nt further impr oving the gain s..  � In 2010 the   stock of C IPLA perform ed better th an the mark et in pre announceme nt period whe reas in post  period the sto ck of CIPLA  performed 

lower than the  market to 0. 0232. � In  2011 the  stock of CIPL A performed  lower than th e market dur ing pre and post dividend  announcem ent whereas  MCAR in bo th the anno uncement 

period was n egative. � In 2012  the s tock of CIPL A performed lower than the  market in pr e and post announceme nt however M CAR in both th e announcem ent  period w as low. 

   

22   

 4.5 M ean cumulativ e abnormal r eturn of Del hi Land &  Fin ance 

DLF M CAR(BF) MCAR(AF) SD(B F)S D(AF) 

-0.010 5- 0.01 68

0.0147 0.01 11 INTERP RETATION 

� The stock of  DLF perform ed lower than  the market  in 2008 durin g pre and post announc ement the M CAR however  declined in  both the anno uncement period  narrow ing the gap b etween the m arket and stoc k.  � Though the st ock of DLF  p erformed bett er than the m arket in 2009  during pre 

and post ann ouncement th e MCAR howe ver increase d in post ann ouncement  to 0.1245 furt her improving  the gains..  � In 2010 the s tock of DLF  performed lo wer than the  market in pre  and post 

announceme nt period how ever MCAR a lso stood lowe r. � In  2011 the  stock of DLF  performed b etter than the  market durin g pre and post dividend  announcem ent whereas M CAR in pos t announcem ent period increased to 0.0533. 

� In 2012  the  stock of DLF  performed b etter than the  market in pr e and post announceme nt however M CAR in pos t announcem ent has inc reased to 0.0213.  
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4.6 M ean cumulativ e abnormal r eturn of Dr. Reddy’s L abo ratories 

2008 0.0 460 0.0254 0.04 74

 INTERP RETATION � Though the s tock of DR.R EDDY’S perfo rmed better t han the mark et in 2008 

during pre an d post announ cement the M CAR howeve r increased t o 0.1537 in post announc ement narrow ing the gap b etween the m arket and stoc k.  �  The stock of  DR.REDDY ’S performed b etter than th e market in 2 009 during pre announcem ent wherea s the MCAR  however dec lined to -0.05 15 in post 

announceme nt further redu cing the mar gin.  � In 2010 the s tock of DR.R EDDY’S perf ormed better  than the m arket in pre and post anno uncement pe riod wherea s in post per iod the MCAR  increased 

0.1169 � In 2011 the s tock of DR.R EDDY’S perf ormed better  than the mar ket during pre and post  dividend ann ouncement wh ereas MCAR  in post anno uncement period increa sed to 0.0052.  

� In 2012 the st ock of DR.RE DDY’S perform ed lower tha n the market  in pre and post announc ement howev er MCAR in  both the ann ouncement p eriod was low. 

  

 

24  4.7 M ean cumulativ e abnormal r eturn of  HDF C Bank 

HDFC M CAR(BF) MCAR(AF) SD (BF) SD(AF) 

-0.01 73 0.0160 0 .0111

-0.00 51 0.0073 0 .0082 

INTERP RETATION . � Though the s tock of HDFC  performed lower than th e market in 2 008 during 

pre and pos t announcem ent the M CAR however  declined in  both the announceme nt narrowing t he gap betwe en the market  and stock.  �  The stock of  HDFC perform ed lower tha n the market  in 2009 dur ing pre and post announc ement the M CAR however  declined in  both the anno uncement  

period further  reducing the gains. � In 2010 the  s tock of HDFC  performed be tter than the  market in pre   and post announceme nt period whe reas in pos t period the  MCAR stoo d more at 

0.0395. � In  2011 the  stock of HD FC perform ed lower than  the market  during pre dividend ann ouncement  whereas M CAR in post  announcem ent period increased to0 .0003. 

� In 2012  the s tock of HDF C performed b etter than the  market in pr e and post announceme nt however M CAR in pos t announcem ent has inc reased to 0.0301. 

   

 



25  4.8 M ean cumulativ e abnormal r eturn of  Uni lever 

HUL M CAR(BF) MCAR(AF) SD(B F)S D(AF) 

-0.088 1- 0.06 80

0.0003 0.02 26 

INTERP RETATION � The stock of  HUL perform ed lower th an the mar ket in 2008  during pre announceme nt the MC AR however  increased  to 0.0511  in post 

announceme nt narrowing t he gap betwe en the market  and stock pr ice.  �  The stock of  HUL perform ed lower tha n the market  in 2009 dur ing pre and post announ cement the M CAR howev er declined  in post anno uncement further reduc ing the margin . 

� In 2010 the s tock of HUL  performed be tter than the  market in pre  an dpost announceme nt period wher eas MCAR in creased to 0.0 484. � In 2011 the s tock of HUL  performed b etter than the  market durin g pre and 

post dividend  announcem ent whereas M CAR in pos t announcem ent period increased to 0 .1293. � In 2012 the s tock of HUL  performed be tter than the  market in pre  and post announceme nt however M CAR in pos t announcem ent has inc reased to 

0.0806.   

   

26   

4.9 M ean cumulativ e abnormal r eturn of ICIC I Bank 

0.009 4 0.01 09 

INTERP RETATION  �  The stock of  ICICI perfo rmed lower t han the mar ket in 2008 d uring pre announceme nt the MC AR however  increased  to 0.0006  in post announceme nt narrowing t he gap betwee n the market  and stock pr ices.  

�  The stock of  ICICI perform ed better tha n the market  in 2009 dur ing pre and post announc ement the M CAR however  increased in  post announ cement to 0.2859 furthe r improving th e gains. 

� In 2010 the s tock of ICICI  performed lo wer than the  market in pr e and post announceme nt period how ever MCAR a lso was negat ive in both th e periods. � In  2011 the  stock of ICICI  performed b etter than the  market durin g pre and post dividend  announcem ent whereas M CAR in pos t announcem ent period 

increased to 0.0262 � In 2012  the  stock of ICICI  performed lo wer than the  market in pr e and post announceme nt however M CAR in both a nnouncemen t  period was lo w. 

     

   

27  4.10 M ean cumulat ive abnorm al return of  Ja i Prakash As sociates  

JP M CAR(BF) MCAR(AF) SD(B F) SD(AF) 

0.144 3 0.0 246

0.003 2 0.0 221 INTEPR ETATION 

 � The stock of  JP ASSOC IATES perform ed lower th an the mark et in 2008 during pre an d post annou ncement the  MCAR howev er was negat ive in  pre 

and post anno uncement  p eriods narrow ing the gap b etween the m arket and stock prices.  �  The stock of  JP ASSOC IATES perform ed better th an the mark et in 2009 during pre an d post anno uncement th e MCAR how ever increase d in post 

announceme nt to 0.1617 fu rther improvin g the gains. � In 2010 the st ock of JP ASSO CIATES pe rformed lowe r than the ma rket in pre and post anno uncement pe riod whereas  the MCAR a lso was negat ive in both 

the periods. �  In 2011 the  stock of JP  ASSOCIATE S performed  lower than th e market during pre d ividend annou ncement wh ereas MCAR  in post anno uncement period increas ed to 0.0097 . 

�  In 2012  the  stock of JP A SSOCIATES  performed b etter than the  market in pre and post  announcem ent however  MCAR in p ost announcem ent has increased to 0 .0724. 

   

28  4.11 M ean cumulati ve abnorma l return of  Jin dal Steel & Power  

JINDA LM CAR(BF) MCAR(AF) SD(B F) SD(AF) 

0.069 9 0.02 96

-0.023 5 0.02 04 

INTERP RETATION �  The stock of  Jindal Steel p erformed bett er than the m arket in 2008  during pre and post ann ouncement th e MCAR howe ver increase d in post ann ouncement narrowing the  gap between  the market a nd stock price s.  

�  The stock of  Jindal Steel p erformed bett er than the m arket in 2009  during pre and post ann ouncement th e MCAR howe ver increase d in post ann ouncement  to 0.1241 furt her improving  the margin. 

� In 2010 the  stock of Jind al Steel perf ormed better  than the mar ket in pre announceme nt period wher eas in post p eriod the MC AR declined to  -0.0575. �  In 2011 the s tock of Jinda l Steel perform ed lower tha n the market  during pre and post divid end announc ement where as MCAR in  both the anno uncement 

period was lo w. � In 2012 the s tock of Jinda l Steel perform ed lower tha n the market  in pre and post announc ement howe ver MCAR in  both period  of announce ment has 

declined.   

   



29  4.12 M ean cumulat ive abnorm al return of  M ahindra & M ahindra 

M&M M CAR(BF) MCAR(AF) SD(B F) SD(AF) 

-0.046 6 0.03 45

-0.004 5 0.00 95 INTER PRETATION 

� The stock of  M&M perform ed better t han the mar ket in 2008  during pre announceme nt the MCAR  however decl ined in post a nnouncement  narrowing the gap betwe en the marke t and stock pr ice.  

� Though the  stock perform ed lower th an the mark et in 2009  d uring pre announceme nt the MC AR however  increased  to 0.0349  in post announceme nt further impr oving the gain s. 

� In 2010 the  s tock of M&M  performed b etter than the  market in pre  and post  announceme nt period wher eas the MCA R also was po sitive � In 2011 the  stock perform ed better th an the mark et during pr e dividend announceme nt whereas M CAR in post  announcem ent period de clined to-

0.0130. � In 2012 the  stock of M &M perform ed lower tha n the mark et in pre announceme nt however M CAR in pos t announcem ent has inc reased to 

0.0163.   

   

30  4.13 M ean cumulat ive abnorm al return of M aruti Suzuki  

MARU TIM CAR(BF) MCAR(AF) SD(B F) SD(AF) 

-0.015 6 0.02 06

0.028 7 0.01 78 INTERP RETATION 

� Though the st ock of MARU TI performed  lower than th e market in 2 008 during pre and po st announcem ent the M CAR howev er declined  in both announceme nt narrowing t he gap betwee n the market  and stock.  �  The stock of  MARUTI perf ormed too lo w than the m arket in 2009 d uring pre 

and post ann ouncement in  which MCA R however w as negative in both the announceme nt  periods re sulting in furth er reduced m argins. � In 2010 the st ock of MARU TI performed  lower than the  market in pr e and post 

announceme nt period how ever MCAR a lso declined in  both the per iods. � In 2011 the  stock perform ed lower th an the mark et during pre  dividend announceme nt to -0.0191  whereas M CAR in post  announcem ent period 

increased to 0.0224. � In 2012 the  stock of MA RUTI perform ed better than  the market  in pre and post announc ement howev er MCAR in  post announc ement was r educed to 0.0070. 

   

   

31  4.14 M ean cumulat ive abnorm al return of  Na tional Therm al Power Cor poration  

NTPC M CAR(BF) MCAR(AF) SD(B F) SD(AF) 

-0.031 5 0.02 16

-0.000 2 0.00 85 

INTERP RETATION �  The stock of  NTPC stock p erformed low er than the m arket in 2008  during pre and post an nouncement  the MCAR  however dec lined in pre  and post 

announceme nt narrowing t he gap betwee n the market  and stock.  �  The stock p erformed low er than the  market in 200 9 during pre  and post announceme nt and MCA R however d eclined in b oth the anno uncement  period resultin g further red uced margins.  

� In 2010 the s tock of NTPC  performed be tter than the  market in pre   and post announceme nt period wher eas MCAR st ood positive in  both the per iods �  In  2011 the  stock of NTPC  performed  lower than th e market durin g pre and 

post dividend  announcem ent whereas  MCAR also  declined in  both the announceme nt periods. � In 2012  the  stock perfo rmed too lo w than the m arket in pre  and post announceme nt with  MCAR  as negative in both the an nouncement periods. 

  

   

 

32  4.15 M ean cumulat ive abnorm al return of  O il and Natural  Gas Corpora tion  

ONG CM CAR(BF) MCAR(AF) SD(B F)S D(AF) 

-0.0314 - 0.028 6

 INTERP RETATION 

�  The stock of  ONGC  perform ed better th an the marke t in 2008 durin g pre and post announc ement the M CAR however  increased in p ost announc ement  the margin increa sed to 0.1213   

� The stock pe rformed lowe r than the m arket in 200 9 during pre  and post announceme nt the MCAR  however de clined in bot h announcem ent further reducing  the  gains..  

� In 2010 the s tock of ONG C performed b etter than the  market in pr e and post announceme nt period wher eas however  MCAR was p ositive. � In 2011 the  stock perform ed lower th an the mark et during pre  and post dividend ann ouncement  whereas M CAR in both  announcem ent period 

declined. � In 2012  the  stock of O NGC perform ed lower th an the mark et in pre announceme nt however M CAR in pos t announcem ent has inc reased to 

0.0059   
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 4.16 M ean cumulat ive abnorm al return of Pow er Grid Cor poration of I ndia  

2008 0.0 001 0.029 0

2010 0.0 016 0.010 8

2012 0.0 328 0.012 9 INTERP RETATION � Though the  stock perform ed better th an the mark et in 2008 d uring pre 

announceme nt the MCAR  however decl ined in post a nnouncement  narrowing the gap betwe en the marke t and the stoc k of powergr id.  �  The stock  performed  better than  the market  in 2009 d uring pre 

announceme nt the MCAR  however de clined in post  announceme nt further reducing the m argin. � In 2010 the  stock perform ed better tha n the marke t in pre anno uncement period where as in post per iod the stock  performed low er than the m arket. 

� In  2011 the  stock of relia nce industrie s performed  lower  than t he market during pre d ividend annou ncement wh ereas MCAR  in post anno uncement period decline d to -0.0225.  

� In 2012  th e stock perf ormed better  than the m arket in pre a nd post announceme nt however M CAR in both t he announcem ent  periods increased.  

   

 

34  4.17 M ean cumulat ive abnorm al return of  Re liance Indus tries 

REL. I NDUSTRIES MCAR(BF) MCAR (AF)S D(BF) SD(AF) 

2009 0 .0142 0.0123 0. 0073

2012 0 .0060 0.0109 0. 0057 INTER PRETATION 

� Though the s tock perform ed better tha n the market  in 2008 durin g pre and post announ cement the M CAR howev er declined  in post anno uncement narrowing the  gap between  the market a nd stock price  of reliance in dustries.  

�  The stock pe rformed bett er than the  market in 200 9 during pre  and post announceme nt however th e MCAR  inc reased in post  announceme nt further improving the  gains..  

� In 2010 the  stock perfo rmed lower  than the m arket in pre a nd post announceme nt period whic h ultimately  depicted nega tive MCAR in both the periods � In  2011 the  stock of relia nce industrie s performed  lower than  the market 

during pre a nd post divid end announc ement howev er MCAR in  both the periods was n egative. � In 2012  th e stock perf ormed better  than the m arket in pre a nd post 

announceme nt however M CAR in pos t announcem ent has inc reased to 0.0119  
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 4.18 M ean cumulat ive abnorm al return of Ta ta Motor s 

TATAM OTORS MCAR(BF )MCA R(AF)S D(BF) SD(AF) 

20 09 0.0798 0.03 78

20 11- 0.0194 0.02 95 

INTERP RETATION � Though the s tock perform ed better tha n the market  in 2008 durin g pre and post announ cement the M CAR howev er declined  in post anno uncement narrowing the  gap between  the market a nd TATA MO TORS stock.  

� Though the s tock perform ed better tha n the market  in 2009 durin g pre and post announc ement the M CAR however  increased in  post announ cement to 0.1113 furthe r improving th e gains..  

� In 2010 the p erformed low er than the m arket in pre a nd post anno uncement period where as MCAR also  negative.  � In  2011 the  stock of TATA  MOTORS pe rformed lower  than the mar ket during 

pre and post  dividend anno uncement wh ereas MCAR  in both the pe riods was negative � In 2012 the  stock perfo rmed lower  than the m arket in pre a nd post announceme nt however M CAR also dec lined in both t he periods. 

   

36  4.19 M ean cumulat ive abnorm al return of  Ta ta Power 

TATAPO WER MCAR(BF) MCAR (AF)S D(BF) SD(AF) 

2009 0 .0101 0.0213 0.04 70

2012 -0 .0343 0.0220 0.02 13 INTERP RETATION 

�  The stock of  TATA POW ER performed  better than th e market in 20 08 during pre announc ement the M CAR howev er declined  in post anno uncement narrowing the  gap between  the market a nd stock.  � Though the  stock perform ed better th an the mark et in 2009  d uring pre  

announceme nt the MCAR  however de clined in post  announceme nt further reducing the gains..  � In 2010 the s tock of TATA  POWER per formed better  than the m arket in pre 

announceme nt period wher eas in post p eriod the stoc k  performed  lower than the market res ulting in nega tive return. � In  2011 the s tock of TATA  POWER perf ormed too low  than the m arket during pre and post  dividend ann ouncement w hereas MCA R in post anno uncement 

period also de creased. � In 2012  the  stock of TATA  POWER per formed lower  than the mar ket in pre and post anno uncement ho wever MCAR  also declined  in both the p eriods. 

   

  

 



37  4.20 M ean cumulat ive abnorm al return of  Ta ta Consultan cy Services  

TCS M CAR(BF) MCAR(AF )SD (BF) SD(AF) 

-0.02 20 0.0345 0 .0372

-0.04 71 0.0318 0 .0393 INTEP RETATION 

� Though the s tock  perform ed better tha n the market  in 2008 durin g pre and post announ cement the  MCAR of  TCS howev er declined  in post announceme nt narrowing t he gap betwe en the market  and TCS sto ck.  

�  The stock of  TCS perform ed lower tha n the market  in 2009 dur ing pre and post announ cement the  MCAR how ever remain s the sam e in post announceme nt further redu cing the gain s..  

 � In 2010 the  stock of T CS perform ed better tha n the mark et in pre announceme nt period whe reas in post  period the st ock of TCS  performed lower than the  market. 

� In  2011 the s tock of TCS   performed to o low than the  market dur ing pre and post dividend  announcem ent however M CAR in bot h announcem ent period was negative.  

� In 2012  th e stock of  TCS perform ed lower th an the mar ket in pre announceme nt but in post announceme nt however M CAR  has incre ased  
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PAIRED T-T EST  

Sig. (2tailed )M eanSt d. Devia tionStd. Err or Mean 95% Confide nce Interval of the D ifference 

.012 3744340.0388 51584.01228594 97-.01541831 51.0401671831 .34 0 

  

Sig. (2tailed )

-7.3 565426300.029 183072.00922 8497-.0944417 3 .00 0

   

Paired Diffe rences Sig. (2tailed )

-1. 003914590.031 1034.0098 35-.0322895 5 .33 4
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De viationStd. E rror Me anof the Difference

    

  

De viationStd. E rror Me an95% C onfidence Interv al of the Diff erence

.070 5878.02232 18-.07832304 -1 .247

   

Paired Dif ferences 

.06 023974.0190 4948-.037317 9
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Paired Sampl es Test  

Std.  Error M eanD ifference

  

 

D eviationStd. Error M eanInte rval of the Dif ference

. 027365.0086 53-.058751 

  

De viationStd. E rror Me an95% Conf idence Interval of the Difference

.0 343779.0108 712-.009132 1 .422  
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D eviationStd. Error M eanInte rval of the Dif ference

. 022878.0072 34-.04691 

  

S td. Dev iationStd. Er ror Mea n95% Confid ence Interval of the Difference

.0 5342937.0758 8813.023997 93-.00085772 2 .226 

  

S td. Dev iationStd. Er ror Mea n95% Confid ence Interval of the Difference

.0 3037858.0887 9974.02808 09-.0331443 1 .082 
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 De viationStd. E rror Me an95% Confid ence Interval of the Difference

- .0 475469.0150 356-.052153 

  

Sig . (2-taile d)

Pair 1 .0 270921466.015 9717441.0050 507089.0156666 492.03851764 40.00 0 

    

.0 4331285.0318 0182.010056 62.020563190 4 .307
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Paired Samp les Test  

tailed )D eviationM ean Lowe rUpper 

  

 Paired Diff erences Sig. (2tailed )

Pair 1 - . 0782606.0247 4819-.064818 7 .72 9

   

Paired Diff erences 
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Paired Sampl es Test  

Dev iationMea nLower 

   

Paired Sampl es Test 

Dev iationMean Lower 

     

Paired Sampl es Test  

M eanStd . Deviat ionStd. Erro r Mean 
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Paired Sampl es Test  

De viationMe anLower 

   

Paired Sampl es Test  

Devia tionMean Lower 

   

De viationStd. E rror Mea n
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Sig. (2tailed )De viationStd. E rror Mea nof the Difference

  

 

Sig. (2tailed )Std . Error M eanInt erval of D ifference

RE2008 - RREDDYSFPOST2008 .011 666-.1340 1 .00 0 

   

D eviationStd. Error M ean

47  

Paired D ifferences 

D eviationM eanLower 

  

 Paired D ifferences Sig. (2

tailed )M ean Lower

   

Paired Samp les Test  

Sig. (2tailed )Std . Error M eanD ifference

RREDDYSFPOST2011   
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Paired D ifferences Sig. (2

tailed )M eanLower

Sig. (2tailed )De viationStd. E rror Me an

    

  

Sig. (2tailed )De viationStd. Error M eanof the  Difference

- .02 419740.0076 5189-.023845 9 .41 5 

   

Paired Diffe rences Sig. (2
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De viationStd. E rror Me an

  

    

Paired Samp les Test  

tailed )De viationMe anLower 

   

Sig. (2tailed )De viationStd. E rror Me an
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Paired Samp les Test  

tailed )De viationMe anLower 

Sig. (2tailed )St d. Devia tionStd. Err or Mean of the D ifference

    

 

Sig. (2tailed )De viationStd. E rror Me anof the Difference
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De viationStd. E rror Me an t ailed

  

  

t ailedS td. De viationStd. Er ror Mea n95% Confide nce Interval of the D ifference

-7. 76931894.0181 1632.005728 88-.09065280 - 

   

   

Paired Samp les Test  
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Sig. (2tailed )De viationStd. Er ror Mea n95% Confid ence Interval of the Difference

-1. 81522473.045 44789.014371 88-.2140337 - .00 0 

  

S td. Dev iationStd. Er ror Mea n95% Confid ence Interval of the Difference

.0 0419945.0248 3506.007853 53-.01356648 

   

      

Paired Samp les Test  
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Sig. (2tailed )De viationStd. E rror Me an95% Confid ence Interval of the Difference

- .010 55730.00333 851-.0201159 .00 4 

  

Sig. (2tailed ) D eviationStd.  Error M ean95% Con fidence Interval of the  Difference

.0 4258033.0134 6508-.035202 3 .73 3 

   

tailed )D eviationM eanLower 
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Paired Samp les Test  

tailed )De viationMea nLower 

 

Sig. (2tailed )De viationStd. E rror Mea n95% Confid ence Interval of the Difference

. 02021634.008 10328.00256 248.01441960 .00 0 

    

Sig. (2tailed )D eviationStd.  Error M ean
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Paired Samp les Test  

tailed )M eanDeviat ionMean 

 

Sig. (2tailed )S td. Dev iationStd. Er ror Mea n95% Conf idence Interval of the Difference

-1.7 4060844.075 29713.02381 104-.0712704 .48 3 

    

M eanStd . Deviat ionStd. Erro r Mean 
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Paired Sampl es Test  

Dev iationMea nLower 

 

M eanS td. Dev iationStd. Er ror Mea n95% Confid ence Interval of the Difference

-6.9 2749248.0377 4026.011934 52-.09627264 -5 .805 

   

 Paired D ifferences Sig. (2

tailed )D eviationM ean Lower 

T2008   
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Paired Samp les Test  

Sig. (2tailed )Std . Error M eanD ifference

MAHINDRAPOST2009 

Sig. ( 2tailed ) Std . Error M ean95%  Confidence Inte rval of D ifference

MAHINDRAPRE2010 - MAHINDRAPOST2010 .011 864-.05280 .0 56

   

 Paired D ifferences Sig. (2

tailed )D eviationM ean Lower 

   

Paired Samp les Test  
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Sig. (2tailed )Std . Error M ean95%  Confidence Inte rval of the D ifference

Pair 1 MAHINDRAPRE2012 - MAHINDRAPOST2012 .004 844-.03187 .00 2

    

Paired Sampl es Test  

De viationMe anLower 

   

Paired Sampl es Test  

De viationMe anLower 
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Paired Diff erences 

. 04228752.011 53424.003647 44.034036420 11 .594

   

Paired Diff erences 

D eviationM eanLower 

   

Paired Sampl es Test  

De viationMe anLower 
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Paired Sampl es Test  

Dev iationMea nLower 

  

Paired Diffe rences 

.0 4183556.0524 6387.016590 53.004305174 2 .522

    

 

Sig. (2tailed )De viationStd. Error M ean95% Con fidence Interval of the  Difference

- .02 005562.0063 4214-.019554 6 .43 3 
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Sig. (2tailed )S td. Dev iationStd. Er ror Mea nof the Difference

 

Paired Samp les Test  

tailed )Dev iationMea nLower 

   

 

Sig. (2tailed )De viationStd. Error Me anof the Difference

.03 170904.01002 728-.1144767 .00 0 
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Sig. (2tailed )De viationStd. Error Me anof the Difference

 

Paired Diff erences Sig. (2tailed )

.04 384094.01386 372-.1052776 .00 0

    

Sig. (2tailed )S td. Dev iationStd. Er ror Mea n
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Paired Samp les Test  

tailed )De viationMe anLower 

    

 Paired D ifferences Sig. (2

tailed )M ean Lower

ST2008      

  

Sig. (2tailed ) Std.  Error M ean95%  Confidence Inte rval of the D ifference

POWERGRIDP RE2009 - POWERGRIDPOST2009 .011 522.025243 .00 2
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Sig. (2tailed )Std.  Error M eanInte rval of the D ifference

E2010 - POWERGRIDPOST2010 .005 356-.000238 .05 4 

 

Sig. (2tailed )Std.  Error M eanInte rval ofD ifference

E2011 - POWERGRIDPOST2011 .006 279.008211 .00 6 

  

Sig. (2tailed ) Mean Std . Error M ean95%  Confidence Int erval of the D ifference

POWERGRIDP RE2012 - POWERGRIDPOST2012 -6.0437793 .00 5287-.0180 0 .28 2
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Sig. (2tailed ) D eviationStd.  Error M ean95% Con fidence Interval of the  Difference

2008 - RELIANCEPO ST2008 .0 3360995.0106 28400-.01378 7 .36 0 

Paired Samp les Test  

Sig. (2tailed )Std.  Error M eanD ifference

.002 946-.011509 .13 5  

 

Sig. (2tailed )D eviationStd. Error M eanInte rval of the Dif ference

2010 - RELIANCEPO ST2010 . 0.0097 03.0108376 63 .379.00 8 
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Sig. (2tailed )D eviationStd. Error M eanInte rval of the Dif ference

2011 - RELIANCEPO ST2011 . 011526.0036 45.0199684 47 .740.00 0 

Paired Samp les Test  

Sig. (2tailed )Std.  Error M eanD ifference

  

  

Sig. (2tailed ) D eviationStd. Error M ean95% Confidence Inte rval of the Dif ference

TMOTORSPRE2008 - TMOTORSPO ST2008 . 043154.0136 46.0035723 72 .524.03 3
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Sig. (2tailed )Std.  Error M eanInte rval of the D ifference

.019 116-.073339 .15 0 

tailed )D eviationM eanLower

   

Paired Samp les Test  

Sig. (2tailed )De viationStd. E rror Me anDiff erence

TMOTORSPO ST2011   

 

68  

Paired Dif ferences Sig. (2

tailed )De viationMe anLower 

  

Paired Dif ferences Sig. (2tailed )

.03 241.01021 0630.04713748 .00 0

   

Paired Dif ferences Sig. ( 2tailed )

.03 007333.00951 002.00602900 .0 18
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Paired Dif ferences Sig. ( 2tailed )

.02 143330.00677 780.03011171 6 .705.0 00

   

Paired Dif ferences Sig. ( 2tailed )

.01 147363.00362 828-.0024373 .1 46

   

Paired Dif ferences Sig. (2tailed )
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Paired Differ ences Sig. (2tailed )

.06 932925.0208 3937.0065899 8 1 0.520.00 0

   

Paired Diffe rences 

.00 343245.0616 2452.019487 38-.0406510

    

St d. Devia tionStd. Err or Mean
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Paired Diffe rences 

.00 463950.0158 8767.005024 12-.0067258

   

Paired Differ ences 

De viationMe anLower 

  INTERPRET ATION FOR PAIRED T TE ST 

4.20 AC C 

P RE & POST201 0 0.334 Ha accept ed 

4.21 AM BUJA  

P RE & POST201 1 0.189 H0 accept ed
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4.23 BP CL 

P RE & POST201 0 0.258 H0 accept ed 

   

4.24 CI PLA 

P RE & POST201 1 0.000 Ha accept ed 4.25 DL F 

DLF SIGNIFICANC E HYPOTHE SIS

P RE & POST201 2 0.287 H0 accept ed 4.26 DR .REDDY’S 

P RE & POST200 8 0.000 Ha accept ed 

4.27 HD FC 

P RE & POST200 9 0.415 H0 accept ed
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 4.28 HU L 

P RE & POST200 9 0.000 Ha accept ed 

  4.29 IC ICI 

P RE & POST201 2 0.004 Ha accept ed 4.30 JI NDAL 

P RE & POST200 8 0.733 H0 accept ed

 4.31 JP  ASSOCIATES  

P RE & POST200 9 0.483 H0 accept ed 

4.32 M &M 

P RE & POST201 0 0.056 Ha accept ed
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 4.33 M ARUTI 

P RE & POST200 9 0.019 Ha accept ed 

  4.34 NT PC 

 4.35 O NGC 

ONGC SIGNIFICANC E HYPOTHE SIS

 4.36 PO WER GRID 

P RE & POST200 8 0.472 H0 accep ted

 4.37 RE LIANCE INDU STRIES 

0
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P RE & POST201 1 0.000 Ha accep ted 4.38 TA TA MOTORS 

 

4.39 TA TA POWER 

P RE & POST201 1 0.146 H0 accep ted 4.40 TC S 

P RE & POST201 1 0.380 Ha accept ed PAIRE D T TEST: 

   < 0.0 5 Ho - Not ac ceptable henc e there is no s ignificance d ifference in sh are prices in pre and post anno uncement of dividend.               Ha - Accept able hence t here is a sign ificance differ ence in share  prices in 

pre an d post announ cements of d ividend.     > 0.0 5 Ho - Acce ptable hence  there is no s ignificant diffe rence in shar e prices in pre an d post announ cement of div idend. 

76                  Ha - Not ac ceptable hen ce there is no  significant d ifference in  sh are prices in pre and post anno uncement of dividend. 

  

   

   

 CHAPTER 5  

FIND INGS, SUG GESTION S & CONCL USION  5.1 Fin dings: Mean  cumulative a bnormal ret urn 

  � The mean cum ulative abno rmal return o n shares in pr e announcem ent period of ACC, AM BUJA,CIPLA, D LF and BPC L yielded fair  return wherea s for DLF, CIPLA, BPCL  has negative  return which  means lower  total in both t he periods 

before and af ter the announ cements. � The mean  cumulative  abnormal ret urn generat ed by DR. REDDY’S, HDFC,HUL,IC ICI and JP  ASSOCIATES  in a span o f five years a re better 

whereas for H DFC, ICICI  and JP ASSO CIATES ther e is minor flu ctuation in share prices  i.e. in negativ e terms in b oth of the per iods irrespec tive of fair market return . 

� As the mea n cumulative  abnormal re turn generat ed by JINDA L, M&M, MARUTI, NTP C and ONG C in pre and p ost announc ement of divid end is fair for JINDAL a nd M&M wher eas for all the  other three  companies re turn in pre announceme nt period is  meagre and  conversely  in post per iod return 

declined. 



77  � The mean cum ulative abn ormal return o f POWER G RID yields be tter in pre 

announceme nt of dividen d whereas  in post per iod mostly  generated unfavourable return in bette r market perf ormance. � RELIANCE IN DUSTRIES m ean cumulat ive abnormal r eturns in a s pan of five years are be tter with min or fluctuation s in share p rices in pre  and post 

announceme nt of dividend.  � TATA MOTO RS almost sh owed unfavou rable return in three years  in pre and post announc ement of div idend i.e. 201 0, 2011 and  2012 irrespec tive of fair 

market return . � TATA POW ER and TCS sh are prices fa ced negative  impact in pos t dividend announceme nt period for  all the five ye ars resulting  in loss of sh areholders wealth over a  period of tim e. 

 5.1.1 F indings T-TE ST 

� It was found t hat ACC ltd a lmost showed  significance  level lesser th an 0.05 in a span of five  years from 2 008-2012 in p re and post a nnouncement  period by accepting alt ernate hypoth esis showing  there is a s ignificance dif ference in share prices. 

� It was found t hat AMBUJA  in 2008 and 2 009 significan ce level exce eded 0.05 to 0.769,0.62 2 which mea ns null hypot hesis is acce ptable that t here is no significance in  share prices  in pre and po st announcem ent period. 

� BPCL signific ance level 0.  307,0.258 in  2009 and  2 010 is more  than 0.05 resulting in a ccepting null h ypothesis wh ere there is n o significant  difference in share price s in pre and p ost announcem ent period. � CIPLA  show ed greater s ignificance lev el in 2008 an d 2009 i.e.0. 804,0.729 

resulting in  acceptance  of null hypot hesis which  reflects no s ignificant difference in s hare prices in  pre and post  announcem ent period. � DR.REDDY’S  level of sig nificance in b oth the per iods of 2011  and 2012 

0.719,0.296 e xceeded 0.05  significance  level which r esults in acc eptance of null hypothes is in fact there  is no signific ance differen ce in share pr ices in pre and post perio ds. � Companies l ike HUL, M&M ,MARUTI, T ATA POWE R,TCS their s ignificance 

levels are alm ost lesser tha n 0.05 in wh ich alternate h ypothesis is a cceptable 

78  in all the  yea rs so there is  a significance  difference in  share prices  in pre and 

post announc ement of divid end. � DLF showed  greater sign ificance in 20 09 and 2012  as 0.681,0. 287 which accepts null h ypothesis and  there is no s ignificant diffe rence in shar e prices in pre and post announceme nt period. 

� The significan ce level of H DFC in 2008 , 2009, 2010  stood at 0.1 99, 0.415, and 0.094 r esulting in ac ceptance of  null hypothe sis hence th ere is no significance d ifference in pr e and post an nouncement period. 

� The level o f significan ce of ICI CI, JINDAL, JP ASSO CIATES in 2009,2010,20 11 pre and p ost period ar e higher than  0.05 signific ance level which accept s null hypothe sis that there  is no signific ance differenc e in share prices. 

� The level of s ignificance in  2008, 2009,  2012 of NTP C, ONGC an d POWER GRID showe d higher sig nificance in p re and post  announcem ent period resulting in  acceptance  of null hypot hesis that t here is no s ignificance 

difference in s hare prices. � RELIANCE I NDUSTRIES  level of sig nificance in  2008, 2009  ,2012 are 0.360,0.135 a nd 0.223 wh ich is greater  than 0.05 re sulting in acc eptance of null hypothes is that there is  no significan t difference in  share prices.  

� The level of s ignificance lev el of TATA M OTORS in 20 09 and 2010  are 0.150, 0.985 higher  than 0.05 sign ificance leve l resulting in a ccepting null h ypothesis and there is  no significan ce differenc e in share p rices in pre a nd post 

announceme nt of dividend.   5.2 SUG GESTIONS  

 � The investor  should caref ully invest m oney on sha res after an alysing all market cond itions in prior  to safeguard  funds in orde r to generate  fair return 

on shares. � The investor  being new to  capital market  knows nothin g he/she can  assist the help of share  broking age ncies for free  flow of funds  in shares to  fetch fair 

return. 

79  � To buy share s of companie s investors w hether inform ed or uninform ed should 

have better k nowledge ab out the scrip  and its divide nd payouts  to existing shareholders.  � The investor s hould not be  greedy becau se if it happe ns it ultimate ly results in loss of funds.  On the othe r side investo r should sell t he stock if fo und to be 

riskier to hold irrespective o f loss to prev ent from huge  loss.  

   

5.3 CO NCLUSION � The investor  should trade  as per the  principles of  capital marke t to avoid 

insider trading  which result s loss of inves tors. � The investor  should fram e target on wh ich company  shares can  be bought and sold base d on which h is/her focus w ill be limited. 

� The investor should sell sh ares when the  market is hig h rather than buying of shares becau se to be a goo d player in m arket if the m arket is in pea k state investors gen erate more re turn on investm ent by sellin g of shares.  
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