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Abstract: When the firm declares dividend payment of 
higher or lower than the expected, stock market prices 
may respond causing rise or drop consequently. Some 
researchers support cash dividend reduces firm’s 
liquidity and will not increase the share holder’s value, 
and others say cash dividend will not influence on the 
company’s share price. Under semi-strong form of 
capital market efficiency historical and publicly 
available information such as dividend announcement 
fully reflects the share price movement. This study is an 
attempt to understand whether dividend announcement 
affects the share price of the Balaji Telefilms pvt ltd is 
tested by using paired-T-test. The basic assumption of 
the study considers only internal event such as dividend 
announcement and other internal events such as bonus 
announcement merger and acquisitions and also external 
events such as govt policies, budget announcements etc 
will have no influence on the share price. The result 
shows that the firm stock prices are statistically not 
significant with the dividend announcement.  
 
Keywords: cash dividend, semi-strong form, internal 
event, external event, paired-T-test. 

I.  INTRODUCTION 

In Cash dividend payments investors receive a return 
from the company in the form of cash. It reduces 
company’s ability to invest in new projects due to cash 
outflow. So, the dilemma remains whether dividend 
payment really increased the shareholders’ value or not. 
Many researchers have productively proved in their 
study that a change in the dividend payment have a 
direct effect on the share price of the company. On the 
other hand, many well-known researchers have put 
forward the idea that dividend change does not really 
affect the company’s share price. In this study, it has 
been attempted to demonstrate the effect of dividend 
announcement on the share price of the company. 
 
There are some theories which support positive impact 
of dividend announcement on firm’s share value and 
others support dividend policy are irrelevant, and it has 
no effect on the price of a firm's stock or its cost 
of capital. When they conclude that dividends 
are irrelevant, they mean that investors don't care about 

the firm's dividend policy since they can create their own 
wealth. If the firm declares a dividend payment that’s 
higher or lower than expected, market response may 
shift causing the stock price to rise or drop consequently.  
The present study is an attempt to understand the impact 
of Dividend announcement on security price 
performance. 
 
Collected data has analyzed by using the statistical tools 
such as Paired-T-test to compare the data of pre and post 
event (dividend announcement) implementation. The 
other statistical tools applied to compare the security 
performance with market indices. BSE listed Balaji 
Telefilms security returns are compared with market 
index SENSEX. The statistical treatment of collected 
data provides whether dividend announcement is 
significant or not. 
 
Nature And Importance Of The Study: The study 
involves collecting secondary data through web source 
of BSE listed company historical share prices by taking 
the data around the event date compared with BSE 
SENSEX taken as bench mark. It concentrates mainly on 
the impact of firms share prices by taking pre event 
historical values and post event historical values to 
formulating the data in the required format and to apply 
statistical tools like paired-T-test to find out whether the 
share prices are influenced by dividend announcement 
are really significant in helping the users or not. This 
study can be carried out to see just how fast security 
prices actually react to the release of dividend 
information. The investors are giving more importance 
to considering all events and patterns which influences 
the share price movement. In recent times, the income of 
the investors and their saving habits are also under gone 
a lot of changes. 

II. RESEARCH METHODOLOGY 

Methodology is the key aspect which governs the 
outcome of the research. The present research study 
strictly abides by conceptual frame work of research 
process. Secondary data is collected from publications, 
internal records, books, magazines, journals and web 
services. 
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A. Statement of the Problem: The information content 
of events and its dissemination determine the efficiency 
of the capital market. That is how quickly and correctly 
security prices reflect these information show the 
efficiency of the capital market. In India, very few 
studies have been conducted to test the efficiency of the 
capital market with respect to internal event 
announcements, even after these studies have been 
conducted with different industries with different period. 
Hence present study is an attempt to test the efficiency 
of the Indian capital market with respect to dividend 
announcement in BSE listed company Balji Telefilms ltd 
on 16th May, 2014. 

B. Event window: Event window is ± 15 days around 
the dividend announcement day, i.e. 15 days pre-event 
period (-t), 15 days post-event period (+t) and one day is 
event announcement day (t=0). Thus the length of event 
window is 31 days. 
 
C. Hypothesis: H0: ‘Dividend announcement’ does not 
have any statistically significant impact on share price 
behavior. 
 
D. Objective Of The Study  
The objective of the study is to establish whether there is 
any statistically significant instantaneous increase in 
share price resulting from Dividend announcement. 
 
E. Statistical Tools Applied  
 
The data collected through the secondary sources has 
been analyzed by using Paired-T-test, which is used to 
understand the semi-strong form of capital market 
efficiency by taking share prices movement with the 
announcement of Dividend. 
 
Paired-T-test: T- test is used for the purpose of testing 
the influence of an event announcement on the firm’s 
share prices by using pre and post dividend information. 
On the other hand, the test has been administered to 
study the influence of dividend on share price movement 
in semi-strong form of capital market efficiency. Paired-
T- test can use to test Before-and-after dividend on the 
same data. In testing the null hypothesis that the 
populations mean is equal to a specified value μ0, one 
uses the statistic 
 

Where  the sample mean, ‘s’ is the 
standard deviation of the sample and n is 
the sample size. The degrees of freedom 
used in this test are n − 1. 
 

The other simple statistical tools applied for the analysis 
of the data are Intercept, Slope, Mean, Variance, Co-
variance, Standard deviation, Coefficient of Correlation, 
Coefficient of Determination, Graphs, etc. 
 
F. Limitations Of The Study: A research study of the 
nature could not be carried without any limitation. 
Hence, the study considers only one internal event 
announcement i.e. dividend. The study is confined to 15 
days of pre-event and 15 days of post-event historical 
share price. S&P BSE SENSEX is taken as benchmark 
to study the firm’s share price movement around event 
announcement time. The patterns are drawn based on 
share price movement in this period. Despite the above 
limitations, the researcher put in all his best efforts to 
overcome the limitations and completing the study. 

III. DATA ANALYSIS & INTERPRETATION 

For the data analysis historical information collected 
from the secondary sources. To test the market 
efficiency pre and post-event data has analyzed in BSE 
listed company i.e. Balaji Telefilms pvt ltd. The share 
prices performance has compared with BSE SENSEX 
taken as bench mark. Hence present study is an attempt 
to test the efficiency of the Indian capital market with 
respect to dividend announcement in BSE listed 
company Balji Telefilms ltd on 16th May, 2014. 
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Table: 1.1 Effect of Dividend Announcement of Balaji Telefilms on Market Efficiency  

 
SOURCE: Author computations from BSE historical information 
 
Balaji Telefilms ltd has announced 20% of final 
dividend on 16th May, 2014. Final Dividend of Rs. 0.40 
per share (20% on par value of Rs. 2 per Share) 
announced in their Annual General Meeting. When the 
market return is Zero, Blaji Telefilms ltd Share return 
will be 1.89%. Table: 1.1 shows the data of Fifteen days 
before and after the event (Dividend issue) 
announcement. When the market return was 0.52% the 
security return was 0.41%. It shows from the above table 
that the CAR was 20.21% until the dividend 
announcement (in time 0). After dividend issue was 
announced, CAR decreased to about -4.93% and has 
been changed every day during next Fifteen days. 

Security CAR is in anticipation of the Dividend issue at 
time 0.  

CAR fluctuations in Balaji Telefilms ltd 
 
 
 
 
 
 
 
 
 
 
 

Date 
SENSEX 
closing 
value 

Balaji 
Telefilms 
closing 
price 

BSE-
MARKET 
RETURN 

(%) 

Balaji 
Telefilms 
ACTUAL 
RETURN 

(%)

Balaji 
Telefilms 

EXP. 
RETURN 

(%)

ABNORMAL 
RETURN (%) 

CUMULATIVE 
ABNORMAL 
RETURN (%) 

TIME (DAY BEFORE & 
AFTER Dividend 

ANNOUNCEMENT 

22-Apr-14 22758 48.2 - - - - - - 

23-Apr-14 22877 48.4 0.52 0.41 1.82 1.41 1.41 -15 

25-Apr-14 22688 48.65 -0.82 0.52 -0.72 -1.23 0.17 -14 

28-Apr-14 22632 50.35 -0.25 3.49 0.37 -3.12 -2.95 -13 

29-Apr-14 22466 49.4 -0.73 -1.89 -0.54 1.35 -1.61 -12 

30-Apr-14 22418 48 -0.22 -2.83 0.43 3.27 1.66 -11 

2-May-14 22404 48.3 -0.06 0.62 0.72 0.10 1.76 -10 

5-May-14 22445 47.15 0.18 -2.38 1.19 3.57 5.33 -9 

6-May-14 22508 48.05 0.28 1.91 1.37 -0.54 4.79 -8 

7-May-14 22324 46.95 -0.82 -2.29 -0.71 1.58 6.37 -7 

8-May-14 22344 47.1 0.09 0.32 1.01 0.69 7.06 -6 

9-May-14 22994 47.7 2.91 1.27 6.34 5.07 12.13 -5 

12-May-14 23551 47.7 2.42 0.00 5.42 5.42 17.54 -4 

13-May-14 23871 51.35 1.36 7.65 3.41 -4.24 13.30 -3 

14-May-14 23815 51.45 -0.24 0.19 0.40 0.20 13.50 -2 

15-May-14 23906 48.8 0.38 -5.15 1.56 6.71 20.21 -1 

16-May-14 24122 52.45 0.90 7.48 2.55 -4.93 15.28 0 

19-May-14 24363 54.95 1.00 4.77 2.73 -2.04 13.25 1 

20-May-14 24377 55.5 0.06 1.00 0.95 -0.05 13.19 2 

21-May-14 24298 55.9 -0.32 0.72 0.23 -0.49 12.70 3 

22-May-14 24374 55.15 0.31 -1.34 1.43 2.78 15.48 4 

23-May-14 24693 58.2 1.31 5.53 3.31 -2.22 13.26 5 

26-May-14 24717 54.9 0.10 -5.67 1.02 6.69 19.95 6 

27-May-14 24550 54.95 -0.68 0.09 -0.44 -0.53 19.42 7 

28-May-14 24556 56.05 0.03 2.00 0.89 -1.11 18.31 8 

29-May-14 24234 54.65 -1.31 -2.50 -1.64 0.86 19.17 9 

30-May-14 24217 54.25 -0.07 -0.73 0.71 1.44 20.61 10 

2-Jun-14 24685 54.8 1.93 1.01 4.49 3.47 24.08 11 

3-Jun-14 24859 55.9 0.70 2.01 2.17 0.16 24.24 12 

4-Jun-14 24806 60.55 -0.21 8.32 0.44 -7.88 16.37 13 

5-Jun-14 25020 62.15 0.86 2.64 2.47 -0.17 16.19 14 

6-Jun-14 25396 74.55 1.51 19.95 3.69 -16.26 -0.07 15 
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Table: 1.2 
 

 
SOURCE: Author computations from BSE historical 
information 
 
Beta (slope) from the Table: 1.2, Balaji Telefilms ltd has 
β of 1.89 based on the daily returns during April 23, 
2014 to June 6, 2014. A beta of greater than 1 means that 
Blaji Telefilms ltd’s returns are more volatile than the 
market (BSE) returns. Alpha (Intercept) The intercept is 
0.84. Blaji Telefilms ltd has positive 0.84% return when 
market return is Zero. The Coefficient of Correlation is 
0.38. The positive correlation indicates that when the 
market return goes up, Blaji Telefilms ltd’s return also 
goes up. Coefficient of determination is 0.14. It indicates 
the percentage of the variance of Blaji Telefilms ltd’s 
return explained by the changes in the market returns. 
Thus, Market explains 14% of Blaji Telefilms ltd’s risk 
(the variance of returns). The 86% unexplained variance 
is the firm-specific variance. Variance of the security is a 
measure of total risk. The variance of Blaji Telefilms 
ltd’s returns is 22.97 and the market returns is 0.93. The 
Covariance of the Blaji Telefilms ltd returns and market 
returns is 1.70.  
 
H0:‘Dividend announcement’ does not fully reflect the 
security prices.  
 
[Computed Value < TableValue => Accept H0]. 

IV. CONCLUSION 

The results of Paired T-test analysis shows at 5% 
significance level, using the table of T-distribution at 28 
degree of freedom, the observed value of T is 0.051 
which is less than table value (2.048). Thus, we accept 
H0 and conclude that there is no significant difference in 
returns of the SENSEX and the firm around dividend 
announcement date. Hence we can infer that dividend 
announcement does not fully reflect the share price of 
Blaji Telefilms ltd. 
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