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EXCECUTIVE SUMMARY:

A stock split is a corporate action where the company divides the existing outstanding shares in
order to boost the liquidity of shares. The prices of shares adjust automatically in the stock market
when the company implements the action. The primary motive is to make shares seem more
affordable to small investors even though the underlying value of the company has not changed.
A stock split can also result in a stock price decreased immediately after the split. Since many
small investor think the stock is now more affordable and buy the stock, they end up boosting
demand and drive up prices. Another reason for the price increase is that a stock split provides a
signal to the market that the company’s share price has been increasing and people assume this

growth will continue in the future, and again, lift demand and prices.

The study has been undertaken at Angel Broking Pvt Ltd, Udupi. The study comprises the returns
of 25 individual stocks listed in the Bombay stock exchange (BSE). This study takes into account
historical stock split announcement of last five years from 1%t April 2012 to 31 march 2017. The
concept of impact of stock split announcement on capital market, literature review and the data
sources involves the research methodology used; results of daily returns, abnormal returns and
excess returns are explained in detail. From the study conducted, it is concluded that all the tests

used for the study support the concept of impact of stock split announcement.



