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ABSTRACT

The purpose of this study is to check whether stocks splits optimize the stock returns
and the risk associated with it. Using risk adjusted event study methodology, this
study got conducted on listed stocks of NYSE and BSE India in 5 windows created
at different intervals but within 15 days pre and post-split time. These windows are
separately checked on both the stock markets. For both the markets, it is observed
that stock splits are much frequent and those firms who are maintaining trust of its
investors are even able to transform its losses into profits while those who are not
maintaining trust of its investors continue to suffer losses but intensity of losses get
reduced in majority of cases due to trading range impact. Under that impact, more
investors jump to stocks of the company when stock prices move to acceptable range

of the investors.



TABLE OF CONTENTS

AAB ST RACT ettt ettt e b e e s h e s a bt et e e bt e bt e e bt e sh e e s at e e bt e bt e be e bt e eh e e saeeeate e beesbeesheesateea 9
CHAPTER L.ttt h ettt et e e bt e s bt e s ht e s atesabe e be e bt e bt e sbeesateeateebeesbeesaeesanenas 11
Lo INEFOAUCTION: .ottt b e bbbt et e et ebe b e na b e 11
1.1.  Accounting adjustments Of STOCK SPITS: ....ccvevviiieieieceeeceeee e 12

1.2 Problem STAteMENT: ..o 12

1.3, ReSEArCH QUESTION: ...c.eoceiiiieeieiesteeee ettt ettt et saeesaeste e st ensesneensesneeneas 13

1.4, OBJECTIVES: ...ttt b e sttt ae bt st e bt e b et et et eneebeebeebeneen 13

1.5, SIGNITICANCE: ... eoteitititeete ettt ettt b e b bbb e e e be e s ebenten 14

1.6, Organization 0f the STUAY: .......ccooeeieiececececeee e st s eanas 14
CHAPTER 2.ttt ettt e b e e s bt e s bt e s at e st e et e e bt e bt e sbeesaeeeateebeenbeesbeesanenas 15
2. LITEIATUIE FEVIEBW: ..ottt ettt b ettt ettt a bbbt ettt et et e aeebesaeebentens 15
2.1 HYPOTNESIS: .ottt na e 19
CHAPTER 3.t b ettt et e bt e s bt e she e sat e st e et e e bt e beesbeesaeeeateebeenbeesbeesanenas 20
3. ReSearch MethOdOIOgY: ......ccoiiuieiiieeeeece ettt st et e s e ae s teeaa e besanentesreennas 20
3.1, Sample & MethOdoIOgY: .......coiiuieieiececece ettt s be e 20

3.2, Operational defiNitioNS:........ccviieeericeeee ettt e b seeenes 22
321, COMMON STOCK: ....cuiuiiiiiiteiiteiee ettt 22
3.2.2.  SHOCK SPIIES: ittt ettt sttt ebe et e s te et et e e aa e teereenbesteeaaebesanenes 22
3.2.3. FOrward STOCK SPIIT: ....ccuiivieiececeeeee ettt ettt st et be e b e reenbesteereens 22
3.2.4. REVEISE STOCK SPIIT:.....oiiieeeieciecee ettt et et sre e e e b e sreeneens 22
3.2.5. REtUIN OF the SECUTITY: ..oeeeieeceeeeee ettt st a e s reeneens 22
3.2.6. RiSK OF the SECUTITY: ...oouiieeeeeecee ettt s sreeneens 22
CHAPTER 4.ttt ettt e be e s bt e s he e s at e st e et e e bt e bt e sbeesatesabeebeesbeesaeesanenas 23
4. RESUITS AN ANAIYSIS: ...ttt ettt et e st et e st e e st e besae et e aeenteeesneeneas 23
CHAPTER 5.ttt sttt b e e a et bt et e bt e at e bt sh e et e st e ebe et e sbe e st e bt saeentesbeenseseeentens 51
5.2, RECOMMENUALIONS: .....c.eitiiiiieiiitiieieieee ettt 51

5.3, FULUIE RESEAICN: ..ottt e 52

5.4, LIMITALIONS: «.ouiiiitiiiieteet ettt ettt b st e et eae s seenes 52
REFERENCES. ...ttt ettt h e sttt et e bt e be e sb e e eateeabe e beesbeesaeesabesabeebeabeens 53

10



