
VOLUME NO. 3 (2012), ISSUE NO. 5 (MAY)  ISSN 0976-2183 

  A Monthly Double-Blind Peer Reviewed Refereed Open Access International e-Journal - Included in the International Serial Directories 

Indexed & Listed at:  
Ulrich's Periodicals Directory ©, ProQuest, U.S.A., EBSCO Publishing, U.S.A., Cabell’s Directories of Publishing Opportunities, U.S.A. 

as well as inOpen J-Gage, India [link of the same is duly available at Inflibnet of University Grants Commission (U.G.C.)] 
Registered & Listed at: Index Copernicus Publishers Panel, Poland 

Circulated all over the world & Google has verified that scholars of more than 1388 Cities in 138 countries/territories are visiting our journal on regular basis. 

Ground Floor, Building No. 1041-C-1, Devi Bhawan Bazar, JAGADHRI – 135 003, Yamunanagar, Haryana, INDIA 

www.ijrcm.org.in 



VOLUME NO. 3 (2012), ISSUE NO. 5 (MAY)  ISSN 0976-2183 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed Refereed Open Access International e-Journal - Included in the International Serial Directories 

www.ijrcm.org.in 

ii

CONTENTSCONTENTSCONTENTSCONTENTS    
    

Sr. 

No. TITLE & NAME OF THE AUTHOR (S) Page No. 

1. MARKET INTELLIGENCE - AN EMPIRICAL STUDY OF MARKET BEHAVIOR OF AGRICULTURAL COMMODITY 

S. P. BHARDWAJ, ASHOK KUMAR & K. N. SINGH 

1 

2. CONSTRUCTING A MULTI-CRITERIA CO-BRANDING STRATEGY MODEL FOR FAUCET INDUSTRY 

DR. CHAO-CHAN WU, MENG-CHEN CHANG & DR. HAO WANG 

7 

3. IMPACT OF ORGANIZATIONAL CLIMATE ON ORGANIZATIONAL LEARNING 

HAMID REZA QASEMI & SAEED BONYADI 

16 

4. BPO INDUSTRY IN INDIA: B2B MARKET TRANSFORMATION 

DR. VIJU MATHEW 

22 

5. DETERMINANT FACTORS THAT ATTRACT INTERNATIONAL TOURISTS TO VISIT ETHIOPIA 

DR. GETIE ANDUALEM IMIRU 

27 

6. NON FINANCIAL FACTOR OF MEASURING ORGANIZATIONAL PERFORMANCE BRINGS LONG TERM FINANCIAL CAPABILITY: AN EXPERIENCE 

FROM BANGLADESH 

MD. MONIRUZZAMAN SARKER, MD.SAHABUDDIN & NAFISA KASEM 

39 

7. PREDICTORS OF WILLINGNESS TO ADOPT CUSTOMER RELATIONSHIP MANAGEMENT IN NIGERIAN ORGANIZATIONS: A FRAMEWORK 

APPROACH 

EKAKITIE-EMONENA, SUNNY. 

42 

8. COMPARISON OF VALUE-RELEVANCE OF CASH FLOW AND OPERATING PROFIT IN EXPLANATION OF COMPANIES STOCK RETURN WITH 

CONSIDERING INFORMATION ASYMMETRY: EVIDENCE FROM TEHRAN STOCK EXCHANGE 

ROYA DARABI, B.ZANGANE & SHAHIN SAHRAEI 

47 

9. CUSTOMER SATISFACTION SURVEY OF TRAINING AND DEVELOPMENT PROGRAMS FOR HUMAN RESOURCE DEVELOPMENT DEPARTMENT 

OF MANUFACTURING ORGANIZATIONS 

MANOJ MEHTA & GEETA DAWAR 

52 

10. ACCESSING THE INTERNATIONAL CAPITAL MARKETS WITH DEPOSITARY RECEIPTS 

DR. M. L. GUPTA & DR. SIMMI KHURANA 

61 

11. A STUDY ON THE MARKETING PRACTICES OF THE KOVILPATTI CO-OPERATIVE MILK SUPPLY SOCIETY LTD. 

M. SEKAR & M. SHUNMUGA SUNDARAM 

63 

12. IMPACT OF ORGANIZATION CULTURE ON EMPLOYEE MOTIVATION AND JOB PERFORMANCE 

NIDHI MAITHEL, DR. D. S. CHAUBEY & DEEPAK GUPTA 

68 

13. VALIDITY OF EFFICIENT MARKET HYPOTHESIS IN THE INDIAN STOCK MARKET 

DR. RASHMI SONI 

74 

14. ANALYSIS OF PERCEPTIONS OF INVESTORS TOWARDS MUTUAL FUNDS: AN EMPIRICAL INVESTIGATION 

DR. S. O. JUNARE & FRENA PATEL 

81 

15. CUSTOMERS’ EXPERIENCE WITH SMALL SCALE RETAIL STORES – AN EMPIRICAL STUDY 

DR. K. RAMA MOHANA RAO & DR. K. RATNA MANIKYAM 

86 

16. INDIAN SPICES EXPORTS: THEIR GROWTH AND INSTABILITY 

DR. D. SRINIVASA RAO 

90 

17. STOCK PRICE RESPONSES TO THE ANNOUNCEMENT OF BUYBACK OF SHARES IN INDIA 

DR. ISHWAR P & DR. I. B. CIRAPPA 

95 

18. INVESTOR BEHAVIOR TOWARDS MUTUAL FUND SCHEMES: AN EMPIRICAL STUDY 

SHAFQAT AJAZ & DR. SAMEER GUPTA 

103 

19. MULTICHANNEL STRATEGY – A COMPETITIVE ADVANTAGE TOOL OF ORGANISED RETAILERS 

P. SATHISH CHANDRA & DR. G. SUNITHA 

109 

20. STUDY OF SAVING PATTERN AND INVESTMENT PREFERENCES OF INDIVIDUAL HOUSEHOLD IN INDIA 

MEENAKSHI CHATURVEDI & SHRUTI KHARE 

115 

21. DEVELOPING INFRASTRUCTURE FOR PROMOTION OF RURAL TOURISM IN THE STATE OF WEST BENGAL: A STUDY ON KAMARPUKUR 

DR. DILLIP KUMAR DAS & NILANJAN RAY 

121 

22. PROFITABILITY AND LIQUIDITY MANAGEMENT OF FMCG COMPANIES IN INDIA: A COMPARATIVE STUDY BETWEEN HINDUSTAN UNILEVER 

LIMITED (HUL) AND ITC LIMITED 

DR. BHASKAR BAGCHI & DR. BASANTA KHAMRUI 

128 

23. A  COMPARATIVE STUDY ON BUYING BEHAVIOR OF RURAL AND URBAN CUSTOMERS IN SELECTED DISTRICT OF GUJARAT 

ARATI. TRIVEDI & PARIMAL. CHAVDA 

131 

24. RETAILING STRATEGIES FOR CUSTOMER SATISFACTION: COMPARATIVE STUDY OF MORE AND FOOD WORLD 

A. SANDHYA RANI 
135 

25. DIRECT MARKETING OF AGRICULTURAL PRODUCTS - A STUDY OF RYTHU BAZAARS (FARMERS’ MARKET) IN ANDHRA PRADESH 

DR. K. RAJI REDDY & DR. H. SATEESH 

137 

26. NEED FOR A PARADIGM SHIFT IN MANAGEMENT TEACHING THROUGH PROFESSIONAL DEVELOPMENT OF FACULTY 

AFREEN NISHAT A. NASABI 
142 

27. CUSTOMERS’ SATISFACTION ON CORE BANKING: A STUDY WITH SPECIAL REFERENCE TO A NATIONALIZED BANK IN THIRUNELVELI 

BIJU K, D. DEVANDHIRAN & SREEHARI R 
146 

28. A STUDY ON CUSTOMER SATSIFACTION OF GOODKNIGHT PRODUCTS IN ERODE, TAMILNADU 

N.S.SUGANYA, P. SENTHILKUMAR & K.VISNUPRIYA 
153 

29. ASSOCIATION BETWEEN DIVIDEND DECISION AND FINANCIAL PERFORMANCE: AN EMPIRICAL ANALYSIS 

SANJEEV LALHOTRA 
157 

30. AN EMPIRICAL INVESTIGATION OF CAPITAL BUDGETING PRACTICES IN INDIA 

PREETI ARORA 
166 

 REQUEST FOR FEEDBACK 170 



VOLUME NO. 3 (2012), ISSUE NO. 5 (MAY)  ISSN 0976-2183 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed Refereed Open Access International e-Journal - Included in the International Serial Directories 

www.ijrcm.org.in 

iii

CHIEF PATRONCHIEF PATRONCHIEF PATRONCHIEF PATRON 
PROF. K. K. AGGARWAL 

Chancellor, Lingaya’s University, Delhi 

Founder Vice-Chancellor, GuruGobindSinghIndraprasthaUniversity, Delhi 

Ex. Pro Vice-Chancellor, GuruJambheshwarUniversity, Hisar 

    

PATRONPATRONPATRONPATRON    
SH. RAM BHAJAN AGGARWAL 

Ex.State Minister for Home & Tourism, Government of Haryana 

Vice-President, Dadri Education Society, Charkhi Dadri 

President, Chinar Syntex Ltd. (Textile Mills), Bhiwani 

    

COCOCOCO----ORDINATORORDINATORORDINATORORDINATOR 
DR. SAMBHAV GARG 

Faculty, M. M. Institute of Management, MaharishiMarkandeshwarUniversity, Mullana, Ambala, Haryana 
    

ADVISORSADVISORSADVISORSADVISORS 
DR. PRIYA RANJAN TRIVEDI 

Chancellor, The Global Open University, Nagaland 

PROF. M. S. SENAM RAJU 
Director A. C. D., School of Management Studies, I.G.N.O.U., New Delhi 

PROF. M. N. SHARMA 
Chairman, M.B.A., HaryanaCollege of Technology & Management, Kaithal 

PROF. S. L. MAHANDRU 
Principal (Retd.), MaharajaAgrasenCollege, Jagadhri 

    

EDITOREDITOREDITOREDITOR 
PROF. R. K. SHARMA 

Professor, Bharti Vidyapeeth University Institute of Management & Research, New Delhi 

    

COCOCOCO----EDITOREDITOREDITOREDITOR 
DR. BHAVET 

Faculty, M. M. Institute of Management, MaharishiMarkandeshwarUniversity, Mullana, Ambala, Haryana 

    

EDITORIAL ADVISORY BOARDEDITORIAL ADVISORY BOARDEDITORIAL ADVISORY BOARDEDITORIAL ADVISORY BOARD    
DR. RAJESH MODI 

Faculty, YanbuIndustrialCollege, Kingdom of Saudi Arabia 

PROF. SANJIV MITTAL 
UniversitySchool of Management Studies, GuruGobindSinghI. P. University, Delhi 

PROF. ANIL K. SAINI 
Chairperson (CRC), GuruGobindSinghI. P. University, Delhi 

 



VOLUME NO. 3 (2012), ISSUE NO. 5 (MAY)  ISSN 0976-2183 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed Refereed Open Access International e-Journal - Included in the International Serial Directories 

www.ijrcm.org.in 

iv

DR. SAMBHAVNA 
Faculty, I.I.T.M., Delhi 

DR. MOHENDER KUMAR GUPTA 
Associate Professor, P.J.L.N.GovernmentCollege, Faridabad 

DR. SHIVAKUMAR DEENE 
Asst. Professor, Dept. of Commerce, School of Business Studies, Central University of Karnataka, Gulbarga 

MOHITA 
Faculty, Yamuna Institute of Engineering & Technology, Village Gadholi, P. O. Gadhola, Yamunanagar 

    

ASSOCIATE EDITORSASSOCIATE EDITORSASSOCIATE EDITORSASSOCIATE EDITORS 
PROF. NAWAB ALI KHAN 

Department of Commerce, Aligarh Muslim University, Aligarh, U.P. 

PROF. ABHAY BANSAL 
Head, Department of Information Technology, Amity School of Engineering & Technology, Amity 

University, Noida 

PROF. V. SELVAM 
SSL, VIT University, Vellore 

DR. N. SUNDARAM      
Professor, VITUniversity, Vellore 

DR. PARDEEP AHLAWAT 
Reader, Institute of Management Studies & Research, MaharshiDayanandUniversity, Rohtak 

S. TABASSUM SULTANA 
Associate Professor, Department of Business Management, Matrusri Institute of P.G. Studies, Hyderabad 

    

TECHNICAL ADVISORTECHNICAL ADVISORTECHNICAL ADVISORTECHNICAL ADVISOR    
AMITA 

Faculty, Government M. S., Mohali 

MOHITA 
Faculty, Yamuna Institute of Engineering & Technology, Village Gadholi, P. O. Gadhola, Yamunanagar 

    

FINANCIAL ADVISORSFINANCIAL ADVISORSFINANCIAL ADVISORSFINANCIAL ADVISORS    
DICKIN GOYAL 

Advocate & Tax Adviser, Panchkula 

NEENA 
Investment Consultant, Chambaghat, Solan, Himachal Pradesh 

    

LEGAL ADVISORSLEGAL ADVISORSLEGAL ADVISORSLEGAL ADVISORS    
JITENDER S. CHAHAL 

Advocate, Punjab & Haryana High Court, Chandigarh U.T. 

CHANDER BHUSHAN SHARMA 
Advocate & Consultant, District Courts, Yamunanagar at Jagadhri 

    

SUPERINTENDENTSUPERINTENDENTSUPERINTENDENTSUPERINTENDENT    
SURENDER KUMAR POONIA 



VOLUME NO. 3 (2012), ISSUE NO. 5 (MAY)  ISSN 0976-2183 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed Refereed Open Access International e-Journal - Included in the International Serial Directories 

www.ijrcm.org.in 

v

CALL FOR MANUSCRIPTSCALL FOR MANUSCRIPTSCALL FOR MANUSCRIPTSCALL FOR MANUSCRIPTS    
Weinvite unpublished novel, original, empirical and high quality research work pertaining to recent developments & practices in the area of 

Computer, Business, Finance, Marketing, Human Resource Management, General Management, Banking, Insurance, Corporate Governance 

and emerging paradigms in allied subjects like Accounting Education; Accounting Information Systems; Accounting Theory & Practice; Auditing; 

Behavioral Accounting; Behavioral Economics; Corporate Finance; Cost Accounting; Econometrics; Economic Development; Economic History; 

Financial Institutions & Markets; Financial Services; Fiscal Policy; Government & Non Profit Accounting; Industrial Organization; International 

Economics & Trade; International Finance; Macro Economics; Micro Economics; Monetary Policy; Portfolio & Security Analysis; Public Policy 

Economics; Real Estate; Regional Economics; Tax Accounting; Advertising & Promotion Management; Business Education; Management 

Information Systems (MIS); Business Law, Public Responsibility & Ethics; Communication; Direct Marketing; E-Commerce; Global Business; 

Health Care Administration; Labor Relations & Human Resource Management; Marketing Research; Marketing Theory & Applications; Non-

Profit Organizations; Office Administration/Management; Operations Research/Statistics; Organizational Behavior & Theory; Organizational 

Development; Production/Operations; Public Administration; Purchasing/Materials Management; Retailing; Sales/Selling; Services; Small 

Business Entrepreneurship; Strategic Management Policy; Technology/Innovation; Tourism, Hospitality & Leisure; Transportation/Physical 

Distribution; Algorithms; Artificial Intelligence; Compilers & Translation; Computer Aided Design (CAD); Computer Aided Manufacturing; 

Computer Graphics; Computer Organization & Architecture; Database Structures & Systems; Digital Logic; Discrete Structures; Internet; 

Management Information Systems; Modeling & Simulation; Multimedia; Neural Systems/Neural Networks; Numerical Analysis/Scientific 

Computing; Object Oriented Programming; Operating Systems; Programming Languages; Robotics; Symbolic & Formal Logic and Web Design. 

The above mentioned tracks are only indicative, and not exhaustive. 

Anybody can submit the soft copy of his/her manuscript anytime in M.S. Word format after preparing the same as per our submission 

guidelines duly available on our website under the heading guidelines for submission, at the email addresses: 

infoijrcm@gmail.comorinfo@ijrcm.org.in. 

GUIDELINES FOR SUBMISSION OF MANUSCRIPTGUIDELINES FOR SUBMISSION OF MANUSCRIPTGUIDELINES FOR SUBMISSION OF MANUSCRIPTGUIDELINES FOR SUBMISSION OF MANUSCRIPT    

1. COVERING LETTER FOR SUBMISSION: 

DATED: _____________ 

THE EDITOR 

IJRCM 

Subject: SUBMISSION OF MANUSCRIPT IN THE AREA OF                                                                                                                . 

 (e.g. Finance/Marketing/HRM/General Management/Economics/Psychology/Law/Computer/IT/Engineering/Mathematics/other, please specify) 

DEAR SIR/MADAM 

Please find my submission of manuscript entitled ‘___________________________________________’ for possible publication in your journals. 

I hereby affirm that the contents of this manuscript are original. Furthermore, it has neither been published elsewhere in any language fully or partly, nor is it 

under review for publication elsewhere. 

I affirm that all the author (s) have seen and agreed to the submitted version of the manuscript and their inclusion of name (s) as co-author (s). 

Also, if my/our manuscript is accepted, I/We agree to comply with the formalities as given on the website of the journal & you are free to publish our 

contribution in any of your journals. 

NAME OF CORRESPONDING AUTHOR: 

Designation: 

Affiliation with full address, contact numbers & Pin Code: 

Residential address with Pin Code: 

Mobile Number (s): 

Landline Number (s):  

E-mail Address: 

Alternate E-mail Address: 

NOTES: 

a) The whole manuscript is required to be in ONE MS WORD FILE only (pdf. version is liable to be rejected without any consideration), which will start from 

the covering letter, inside the manuscript. 

b) The sender is required to mention the following in the SUBJECT COLUMN of the mail:  

New Manuscript for Review in the area of (Finance/Marketing/HRM/General Management/Economics/Psychology/Law/Computer/IT/ 
Engineering/Mathematics/other, please specify) 

c) There is no need to give any text in the body of mail, except the cases where the author wishes to give any specific message w.r.t. to the manuscript. 
d) The total size of the file containing the manuscript is required to be below 500 KB. 

e) Abstract alone will not be considered for review, and the author is required to submit the complete manuscript in the first instance. 

f) The journal gives acknowledgement w.r.t. the receipt of every email and in case of non-receipt of acknowledgment from the journal, w.r.t. the submission 

of manuscript, within two days of submission, the corresponding author is required to demand for the same by sending separate mail to the journal. 

2. MANUSCRIPT TITLE: The title of the paper should be in a 12 point Calibri Font. It should be bold typed, centered and fully capitalised. 

3. AUTHOR NAME (S) & AFFILIATIONS: The author (s) full name, designation, affiliation (s), address, mobile/landline numbers, and email/alternate email 

address should be in italic & 11-point Calibri Font. It must be centered underneath the title. 

4. ABSTRACT: Abstract should be in fully italicized text, not exceeding 250 words. The abstract must be informative and explain the background, aims, methods, 

results & conclusion in a single para. Abbreviations must be mentioned in full. 



VOLUME NO. 3 (2012), ISSUE NO. 5 (MAY)  ISSN 0976-2183 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed Refereed Open Access International e-Journal - Included in the International Serial Directories 

www.ijrcm.org.in 

vi

 

5. KEYWORDS: Abstract must be followed by a list of keywords, subject to the maximum of five. These should be arranged in alphabetic order separated by 

commas and full stops at the end. 

6. MANUSCRIPT: Manuscript must be in BRITISH ENGLISH prepared on a standard A4 size PORTRAIT SETTING PAPER. It must be prepared on a single space and 

single column with 1” margin set for top, bottom, left and right. It should be typed in 8 point Calibri Font with page numbers at the bottom and centre of every 

page. It should be free from grammatical, spelling and punctuation errors and must be thoroughly edited. 

7. HEADINGS: All the headings should be in a 10 point Calibri Font. These must be bold-faced, aligned left and fully capitalised. Leave a blank line before each 

heading. 

8. SUB-HEADINGS: All the sub-headings should be in a 8 point Calibri Font. These must be bold-faced, aligned left and fully capitalised.  

9. MAIN TEXT: The main text should follow the following sequence: 

 INTRODUCTION 

 REVIEW OF LITERATURE 

 NEED/IMPORTANCE OF THE STUDY 

 STATEMENT OF THE PROBLEM 

 OBJECTIVES 

 HYPOTHESES 

 RESEARCH METHODOLOGY 

 RESULTS & DISCUSSION 

 FINDINGS 

 RECOMMENDATIONS/SUGGESTIONS 

 CONCLUSIONS 

 SCOPE FOR FURTHER RESEARCH 

 ACKNOWLEDGMENTS 

 REFERENCES 

 APPENDIX/ANNEXURE 

 It should be in a 8 point Calibri Font, single spaced and justified. The manuscript should preferably not exceed 5000 WORDS. 

10. FIGURES &TABLES: These should be simple, crystal clear, centered, separately numbered &self explained, and titles must be above the table/figure. Sources of 

data should be mentioned below the table/figure. It should be ensured that the tables/figures are referred to from the main text. 

11. EQUATIONS:These should be consecutively numbered in parentheses, horizontally centered with equation number placed at the right. 

12. REFERENCES: The list of all references should be alphabetically arranged. The author (s) should mention only the actually utilised references in the preparation 

of manuscript and they are supposed to follow Harvard Style of Referencing. The author (s) are supposed to follow the references as per the following: 

• All works cited in the text (including sources for tables and figures) should be listed alphabetically.  

• Use (ed.) for one editor, and (ed.s) for multiple editors.  

• When listing two or more works by one author, use --- (20xx), such as after Kohl (1997), use --- (2001), etc, in chronologically ascending order. 

• Indicate (opening and closing) page numbers for articles in journals and for chapters in books.  

• The title of books and journals should be in italics. Double quotation marks are used for titles of journal articles, book chapters, dissertations, reports, working 

papers, unpublished material, etc. 

• For titles in a language other than English, provide an English translation in parentheses.  

• The location of endnotes within the text should be indicated by superscript numbers. 

 

PLEASE USE THE FOLLOWING FOR STYLE AND PUNCTUATION IN REFERENCES: 

BOOKS 

• Bowersox, Donald J., Closs, David J., (1996), "Logistical Management." Tata McGraw, Hill, New Delhi.  

• Hunker, H.L. and A.J. Wright (1963), "Factors of Industrial Location in Ohio" Ohio State University, Nigeria.  

CONTRIBUTIONS TO BOOKS 

• Sharma T., Kwatra, G. (2008) Effectiveness of Social Advertising: A Study of Selected Campaigns, Corporate Social Responsibility, Edited by David Crowther & 

Nicholas Capaldi, Ashgate Research Companion to Corporate Social Responsibility, Chapter 15, pp 287-303. 

JOURNAL AND OTHER ARTICLES 

• Schemenner, R.W., Huber, J.C. and Cook, R.L. (1987), "Geographic Differences and the Location of New Manufacturing Facilities," Journal of Urban Economics, 

Vol. 21, No. 1, pp. 83-104. 

CONFERENCE PAPERS 

• Garg, Sambhav (2011): "Business Ethics" Paper presented at the Annual International Conference for the All India Management Association, New Delhi, India, 

19–22 June. 

UNPUBLISHED DISSERTATIONS AND THESES 

• Kumar S. (2011): "Customer Value: A Comparative Study of Rural and Urban Customers," Thesis, Kurukshetra University, Kurukshetra. 

ONLINE RESOURCES 

• Always indicate the date that the source was accessed, as online resources are frequently updated or removed. 

WEBSITE 

Garg, Bhavet (2011): Towards a New Natural Gas Policy, Political Weekly, Viewed on January 01, 2012 http://epw.in/user/viewabstract.jsp 



VOLUME NO. 3 (2012), ISSUE NO. 5 (MAY)  ISSN 0976-2183 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed Refereed Open Access International e-Journal - Included in the International Serial Directories 

www.ijrcm.org.in 

95

STOCK PRICE RESPONSES TO THE ANNOUNCEMENT OF BUYBACK OF SHARES IN INDIA 
 

DR. ISHWAR P 

ASSOCIATE PROFESSOR 

DEPARTMENT OF COMMERCE 

MANGALORE UNIVERSITY 

MANGALAGANGOTHRI 

 

DR. I. B. CIRAPPA 

ASST. PROFESSOR 

DEPARTMENT OF COMMERCE 

DAVANAGERE UNIVERSITY 

SHIVAGANGOTHRI 

 

ABSTRACT 
In this paper an attempt has been made to examine the short term market reaction to the buyback announcement on stock price in India. A number of studies 

have examined the effect of buyback on share price behaviour and empirical evidence from the prior studies report that negative long run abnormal returns 

following the buyback announcement in U S, U K and Canada. Market reaction in the UK differs from that in the US for short term market. In this direction an 

empirical study has been carried out to know the Indian stock markets reaction to Buy-back of shares. This study is confined shares buyback of listed companies 

for the period 1996 to 2006. The sample consists of 106 companies, which are listed in the BSE.  The adjusted daily stock prices and BSE 200 index are collected 

for each of the firms from day – 331 to + 30. If the share price data is not available due to non-trading, such companies are eliminated.  In order to analyze the 

impact of the announcement of buyback of shares on stock price, the event period is centered on the announcement date of buyback of shares. The 

announcement date is designated as day “0” in the event period and used 61 days event period, i.e. 30 trading days before the announcement of the buyback of 

shares to 30 trading days after the announcement of the buyback of shares, 0 being the day of the announcement of the buyback of shares. The methodology of 

the study involves use of market model which was developed and suggested by Sharpe (1963). The effect of stock prices is measured in an event period using the 

abnormal return associated with this event. The researcher computed the Expected Returns (ER), Abnormal Returns (AR), Average Abnormal Returns (AAR) and 

Cumulative Average Abnormal Returns (CAARs) to examine the stock price reaction. To measure the stock price response to the buyback of shares announcement, 

it is necessary to segregate the returns attributed to the market movement and those that are not attributed to the market movement, but to buyback 

announcement. This adjustment is made using the market model. The estimation period used was -31 days to -330 days. If there is no trading in the market on 

the announcement day, the immediate next trading day is considered as event-day for those firms. To examine the statistical significance of the average 

abnormal returns z–statistic is constructed and the hypothesis that the AAR is equal to zero is tested. The study reveals, buyback announcement have not 

provided any additional information to the market. Market has not found any news in the announcement as revealed by the continuing trend that started before 

the announcement. In the nutshell, study shows negative and insignificant abnormal returns for majority of the days in the event period.  

 

KEYWORDS 
buyback of shares, stock exchange, market reactions. 

                              

INTRODUCTION 
he buyback of shares provides a flexible financial mechanism to adjust the capital structure and financial position of a company when warranted. It is a 

tool to enhance the shareholder value. It can also be used to defend the company from hostile takeovers. The share buyback is a virtuous tool in the 

hands of the company. Company’s primary objective, here is not to boost its share price but rather to distribute excess cash to shareholders in lieu of 

dividend. The buying shareholders will benefit since the company generally offer a price higher than the current market price of the share. The share price of a 

number of companies may be undervalued. This may be especially true for the developing capital markets. Companies may buy back shares at higher prices to 

move up the current share price. Primary objectives of this study are the stock price reaction to the announcement of share buyback in India.  

Shareholders often wonder as to why a company would buy back its shares. In fact, they are left confused regarding their course of action in such an event: 

should they return the shares for cash or keep holding on to them? There could be several reasons behind a buyback. However, these reasons are analyzed from 

two angles. 

Share holders:  More often than not, buyback is intended at benefiting the common shareholders of the company. A company could believe that its shares are 

worth more than their existing market price. In that case, it would like to lend some support to the stock- it offers to buy back its share at a price higher than the 

existing market price. The result is that the company’s share price moves up towards the buyback offer price. A company often uses buyback to boost its stock’s 

price in depressed market conditions. Companies can also use buyback to reward their shareholders. When there are few investment opportunities for a 

company and it has surplus cash, it could decide to reward its shareholders by giving cash for shares. 

A company has to pass a special resolution in its general meeting to go ahead with a buyback. However, this is not required if the buyback amount is less that 10 

per cent of company’s paid up capital and free reserves. Therefore, we have to be careful about the company’s motive behind buying back its shares. We should 

be suspicious when it doesn’t have surplus cash and enough investment opportunities. We often look at the buyback price in relation to the current market 

price. However, sometimes the existing low price could be a result of temporary market mispricing. In that case, even slightly higher buyback price could drive us 

to tender our shares for sale.  

Promoter’s shield: Sometimes, promoters try to raise their stake in the company through a buyback. A buyback reduces the number of outstanding shares of the 

company, and when promoters do not tender their shares for buyback, their stake is automatically increased following it. Promoters often do this to thwart 

takeover attempts.    

 

REVIEW OF LITERATURE 
Empirical evidence from the prior studies report that negative long run abnormal returns following the buyback announcement in U S, U K and Canada. Market 

reaction in the UK differs from that in the US for short term market. In Canada Ikenberry et.al (2000) found that the Canadian experience is similar to the earlier 

evidence obtained for US buyback and the initial market reaction to repurchase programs is small; the abnormal return is less than 1 % in the announcement 

month. They also found that the market on average seems to under estimate the information contained in repurchase announcements. Further using a three-

factor model, abnormal performance over a three year holding period is about seven percent per year. Their finding is consistent with well documented findings 

in the United States, that long run abnormal stock returns for these cases are negative. Ikenberry and Vermaelen (1996) found that announcement returns are 

directly related to the volatility of the stock and the fraction of shares to be purchased. They also found that the market reaction is negatively related with the 

correlation co-efficient between stock returns and market returns. McNally. W, (1998), suggests that the two types of offers generate roughly the same total 

T
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returns (about 10–11%, on average, during the offering period) to shareholders who do not tender. Fixed-price offers involve considerably larger premiums 

(over the new, "full-information" price) and wealth transfers than Dutch auctions. Reflecting the higher premiums, shareholders tendering into fixed-price offers 

receive higher returns than those tendering into Dutch auctions (13.8% vs. 11.3% during the announcement period). He also finds some evidence of  fixed-price 

offers involve a considerably larger wealth transfer from non-tendering to tendering shareholders, fixed-price repurchases compensate the non-tendering 

shareholders for the larger wealth transfer with larger increases in "intrinsic value," thus generating the same total return as Dutch auctions. Moreover, despite 

the large premiums offered in both types of offers, the wealth transfer implicit in the premium represents a small cost (less than 1% in fixed-price offers, and less 

than 0.1% in Dutch auctions) to non-tendering shareholders. Isagawa (2002) examined corporate open market repurchase strategy and stock price behavior. He 

establishes a signaling equilibrium with the assumption that the firm is committed to an announcement of open-market repurchase intention. He also found that 

positive long run stock returns as well as positive announcement effects following open-market repurchase announcements. Schaub, Mark (2008), provides 

some evidence that debt buybacks may have beneficial impacts on stockholders’ holding period returns and cash flows. His analysis is based on the ‘all things 

constant’ model popularized by Modigliani and Miller in the capital structure and dividend policy papers. He concludes, firms can obviously benefit by 

repurchasing their debt when market values have decreased. His study also suggests debt buybacks may be valuable to stockholders in and of themselves, not 

just in times of rising interest rates and downgraded bond ratings. Schaub, Mark (2009) finds some evidence of wealth effects associated with debt buyback 

announcements. He observed significant positive average returns on the announcement date reflect investors’ opinion that the event is considered ‘good’ news. 

He also suggest further research to find out whether there are long-term positive effects or even intra-industry information effects associated with such 

announcements. 

 

SAMPLE AND DATA 
The share prices and buyback details of shares will be collected from the Prowess, the corporate database of Centre for Monitoring Indian Economy (CMIE). For 

the purpose of detailed investigation of stock price responses to the announcement of buyback of shares, 10 years time horizon from 1996 to 2006 are taken 

into consideration. The study restricted sample to the buyback of listed companies and for which data is available in Prowess. The adjusted daily stock prices and 

BSE 200 index are collected for each of the firms from day – 331 to + 30. If the share price data is not available due to non-trading, such companies are 

eliminated.  Our initial sample consists of 149 companies and the final sample in our study consists of 106. 

 

METHODOLOGY 
Event study methodology to analyze the impact of the announcement of buyback of shares on stock price put to use. The event period is centered on the 

announcement date of buyback of shares. The announcement date is designated as day “0” in the event period. Prior studies consider different event period to 

analyse the effect of an event on stock price. Brown and Warner (1985) used eleven day event period (– 5 to + 5) to analyse daily stock returns. Wansley et.al, 

(1987) and Dodd Peter (1980) used – 50 to +50 event period to examine the effect of merger announcement on stock return. To examine the effect of buyback 

of shares, I propose to use 61 days event period, i.e. 30 trading days before the announcement of the buyback of shares to 30 trading days after the 

announcement of the buyback of shares, 0 being the day of the announcement of the buyback of shares. The market proxy used in the study is BSE 200. 

The effect of stock prices is measured in an event period using the abnormal return associated with this event. We compute the expected returns (ER), abnormal 

returns (AR), average abnormal returns (AAR) and cumulative average abnormal returns (CAARs) to examine the stock price reaction. To measure the stock price 

response to the buyback of shares announcement, it is necessary to segregate the returns attributed to the market movement and those that are not attributed 

to the market movement, but to buyback announcement. This adjustment is made using the market model. The estimation period used was -31 days to -330 

days. If there is no trading in the market on the announcement day, the immediate next trading day is considered as event-day for those firms. 

The methodology of the study involves use of market model which was developed and suggested by Sharpe (1963). The prior studies use extensively the market 

model to determine the expected return on specific asset, given the return on market and the two parameters of the market model (alpha and beta of the 

security). Market model is based on the fact that the most important factor affecting stock returns is market factor and it is captured in the market model in the 

form of the parameters. It is a model to analyse the riskness of stocks in terms of systematic risk and unsystematic risk. In market model we regress returns on a 

security against returns of the market index. The market model is given by the following regression equation:                                                                                                   

E (Rjt) = αj + βj Rm+ ej    

Where,  

α is intercept. (Mean return over the period not explained by the market). 

E (Rjt)    is the expected return on security j,  

Rm is the expected market return,  

βj is the slope of the regression and, 

ej is the error term (with a zero mean and constant standard deviation).    

The predicted return represents the return that would be expected if no event took place. The predicted return for a firm for a day in the event period is given 

by the following market model: 

E (Rjt) = αj + βj Rmt 

Where Rmt  is the return on the market index for day ‘t’ in the event period. Since the market model takes explicit account of both the risk associated with the 

market and mean return, it is used to estimate the expected return (Weston and Kwang, 1996). The residual is calculated for each day and for each firm. The 

residual is the actual return for that day for the firm minus the predicted return.  

The raw return of the estimation window and also for event window is calculated using the following equation. 

Rjt = (Pjt/ Pjt-1)/    Pjt-1  

Where 

Rjt is the daily return on security ‘j’ on day‘t’. 

Pjt    is the daily adjusted price of the security ‘j’ at the end of period‘t’. 

Pjt-1 is the daily adjusted price of the security ‘j’ at the end of period‘t-1’. 

Rmt = (I.t/ I t-1)/ I t-1 

Where, 

Rmt is the daily return on market index on day ‘t’. I.t and I t-1 is the closing index value on day‘t’ and‘t-1’, respectively 

The log return of the estimation window and also for event window is calculated using the following equation. 

Rjt = ln (Pjt/ Pjt-1)      

Where 

Rjt is the daily return on security ‘j’ on day‘t’. 

Pjt    is the daily adjusted price of the security ‘j’ at the end of period‘t’. 

Pjt-1 is the daily adjusted price of the security ‘j’ at the end of period‘t-1’. 

Rmt = ln(I.t/ I t-1)  

Where, 

Rmt is the daily return on market index on day‘t’. I.t and I t-1 is the closing index value on day‘t’ and ‘t-1’ , respectively.  

The abnormal return is the difference between the actual return on day t and the predicted return i.e., 

ARjt =  Rjt − E(Rjt)  
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The residual ARjt represents the abnormal return, that is, the part of the return that is not predicted and is, therefore, an estimate of the change in firms share 

price on that day which is caused by the announcement of buyback of shares. 

Abnormal returns are averaged across firms to produce AARt for day ‘t’ using the following formula, 

 AARjt = 

∑
−

N

j 1 N

AR jt

 

N is the number of firms in the sample. Finally we calculate the cumulative average abnormal return (CAAR) for the event period. The cumulative average 

abnormal return represents the average total effect of the event across all firms. Where, 

CAAR =  

∑
+

−=

30

30t

 AARjt 

The first set of estimated coefficients is used to estimate E(Rjt) for t less than or equal to the announcement day, and the second set is used for t greater than the 

announcement date. The slope, βj, of the regression measures the variability of the security’s returns relative to the market returns and it is the security’s beta. 

Beta is the ratio of the covariance between the security’s returns and the market returns to the variance of the market returns.  Alpa (α) indicates the return on 

the security when market return is zero. It could be interpreted as return on the security on account of unsystematic risk. Over a long period of time α should be 

zero given the randomness of unsystematic risks. 

To examine the statistical significance of the average abnormal returns z–statistic is constructed and the hypothesis that the AAR is equal to zero is tested. The 

test statistics for significance of AAR is given by, 

Z =  N

SER
N

j

tj∑
=1

. .

  

N denotes the number of companies in the study. 

SERit is the standardized prediction error for firm ‘j’ on day ‘t’. 

The abnormal returns are standardized before they are aggregated and the standardized aggregates form the basis of the test statistics. Brown and Warner 

(1985, p.28) illustrate the technique while discussing tests assuming cross-sectional dependence. For each security, ‘j’, the excess return (ARjt) or the prediction 

error (PEjt ), for each of the days in the event period is standardized by dividing the ARjt by the standard deviation, (Sjt), to yield a standardized excess return, 

SERit. 

The standardized excess return (SER) is calculated as: 

SERt = ARjt /Sjt 

S j = 

1/)( 2

1

−−∑
=

TARAR j

T

t

jt

 . T is the number of days in the estimation period. 

∑
=

=
T

t

tjj AR
T

AR
1

.
1

 
In our study, the number of days in the estimation period, are 300 days (-330 to -31days). 

The standardized cumulative excess returns (CAAR) for firms: 

The standardized cumulative excess returns for firm ‘i’ is the sum of the SPEi between any periods of interest, adjusted for the number of days (M) being 

considered, starting at t1 and ending at t2. 

SCERj = 

MSER jt

T

t

/)(
1
∑

=       i.e.       t =   -30……0…..+30 days 

The test statistic for N firms is the sum of the SCERi divided by square root of the number of firms: 

Z = 

NSCER
N

j

j /)(
1
∑

=   and N is number of firms  
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RESULTS AND DISCUSSION 
TABLE NO. 1: AAR’S FOR BUY BACK ANNOUNCEMENT 

Days AAR z-Value Days AAR z-Value 

-30 0.00363 -0.20808 1 -0.00745 -0.97731 

-29 0.002417 -0.62476 2 0.003815 -0.44545 

-28 0.002851 0.368526 3 -0.01103 -0.53546 

-27 0.013141 0.95968 4 -0.00189 0.667308 

-26 -0.00016 -1.06576 5 -0.01243 -1.3817 

-25 -0.0063 -0.87152 6 -0.01019 -1.67002 

-24 0.010895 0.681763 7 -0.01865 -2.69924 

-23 0.006079 -0.42974 8 -0.00556 0.10008 

-22 0.01362 1.545111 9 0.005003 0.956677 

-21 -0.00402 0.049508 10 0.000586 -0.0161 

-20 0.000214 0.532957 11 -0.00237 -0.24402 

-19 0.01093 1.393909 12 -0.0032 0.116788 

-18 -0.00944 -1.11682 13 -0.00707 -1.47952 

-17 -0.00589 -0.74854 14 -0.00236 0.374514 

-16 -0.00039 0.148205 15 0.001524 -0.08603 

-15 0.010384 1.204023 16 -0.00587 0.076952 

-14 -0.00047 -0.6997 17 -0.00719 -1.54505 

-13 0.007619 -0.11411 18 -0.0082 -0.10975 

-12 0.009577 1.039109 19 -0.00737 -0.38206 

-11 -0.00855 -1.32884 20 4.7E-05 -0.73648 

-10 0.0019 -0.96954 21 -0.00377 -0.70127 

-9 0.007784 1.284524 22 -0.00147 -0.32889 

-8 -0.00994 -1.68701 23 -0.00536 -0.95682 

-7 0.004282 1.724019 24 -0.00749 -1.76606 

-6 0.005659 1.765531 25 0.007066 1.209894 

-5 0.017379 3.827757 26 -0.01249 -1.67666 

-4 0.010671 1.47379 27 -0.00643 -0.91373 

-3 0.001018 1.787194 28 0.002635 0.415656 

-2 0.011768 2.62632 29 -0.00287 -0.17455 

-1 0.017079 2.891064 30 0.003043 0.148693 

0 0.054682 6.920911       

*Critical z- value at 5 percent is 1.96 

The above result reveals that AAR’s are negative for 9 days and positive for 21 days before the announcement of buyback. During the whole event period AAR’s 

are negative for 31 days and positive for 29 days. AAR’s is positive and insignificant on the day of announcement. The movement of AAR’s after the 

announcement of buyback indicates that the share price movements persist. It shows that, AAR’s are statistically insignificant for 56 days of the 61 days. 
 

TABLE NO.2: CAAR’S FOR EVENT PERIOD 

Days CAAR z-Value Days CAAR z-Value 

-30 0.00363 -0.20808 1 0.170975 3.779867 

-29 0.006047 -0.58891 2 0.17479 3.644612 

-28 0.008898 -0.26807 3 0.163761 3.498785 

-27 0.022039 0.247682 4 0.161867 3.561235 

-26 0.021879 -0.25509 5 0.149438 3.281142 

-25 0.015576 -0.58866 6 0.139246 2.961949 

-24 0.026471 -0.28731 7 0.120598 2.484842 

-23 0.03255 -0.42069 8 0.115037 2.468804 

-22 0.04617 0.118402 9 0.120041 2.589012 

-21 0.042149 0.127982 10 0.120626 2.55473 

-20 0.042363 0.282719 11 0.118254 2.486481 

-19 0.053293 0.673069 12 0.115052 2.475208 

-18 0.043857 0.336914 13 0.107979 2.223873 

-17 0.037969 0.124604 14 0.105623 2.254853 

-16 0.037578 0.158645 15 0.107147 2.217525 

-15 0.047962 0.454613 16 0.101273 2.205032 

-14 0.047495 0.271338 17 0.094079 1.958934 

-13 0.055114 0.236796 18 0.085884 1.923163 

-12 0.064691 0.468869 19 0.078512 1.849802 

-11 0.05614 0.159858 20 0.078559 1.728449 

-10 0.05804 -0.05557 21 0.074793 1.6145 

-9 0.065825 0.219573 22 0.073323 1.55402 

-8 0.055887 -0.13702 23 0.067966 1.409357 

-7 0.060169 0.217779 24 0.060475 1.15835 

-6 0.065828 0.566486 25 0.067541 1.30964 

-5 0.083207 1.30617 26 0.055048 1.076022 

-4 0.093878 1.565384 27 0.048622 0.946727 

-3 0.094896 1.874925 28 0.051257 0.992783 

-2 0.106664 2.33001 29 0.048391 0.961942 

-1 0.123744 2.818681 30 0.051434 0.973062 

0 0.178425 4.015878       

*Critical z- value at 5 percent is 1.96 
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CHART NO. 1: AAR’s AND CAAR’s FOR BUY BACK ANNOUNCEMENT 

 
The above table and chart shows that CAAR is positive throughout the event period and started increasing before the announcement and declined after the 

announcement of buyback. It is insignificant for majority of the days in the event period. CAAR is significant on the day of announcement. It is significant for two 

day before the announcement and sixteen days after the announcement. 

 

TABLE NO. 3: CAAR’s FOR DIFFERENT EVENT PERIOD 

SL.NO Window Period CAAR z-Value 

1 -30 to +30 0.0514340 0.973062 

2 -25 to + 25 0.0456619 1.45221 

3 -20 to +20 0.0364101 1.86454 

4 -15 to + 15 0.0695688 2.59091 

5 -10 to + 10 0.0644863 3.41366 

6 -5 to + 5 0.0836092 5.0818 

7 -4 to +4 0.0786597 4.80279 

8 -3 to +3 0.0698831 4.63659 

9 -2 to +2 0.0798946 4.9263 

10 -1 to +1 0.0643113 5.1007 

11 -30 to 0 0.1784252 4.01588 

12 -25 to 0 0.1565461 1.45221 

13 -20 to 0 0.1362761 4.79092 

14 -15 to 0 0.1408471 5.43626 

15 -10 to 0 0.1222853 6.52608 

16 -5 to 0 0.1125968 7.97188 

17 -4 to 0 0.0952179 7.020931 

18 -3 to 0 0.0845472 7.11274 

19 -2 to 0 0.0835294 2.67688 

20 -1 to 0 0.071761 6.93811 

21 0 to +1 0.0472318 4.20276 

22 0 to +2 0.0510468 3.17436 

23 0 to + 3 0.0400175 2.48135 

24 0 to +4 0.0381233 2.51781 

25 0 to +5 0.0256939 1.73436 

26 0 to +10 0.1169233 0.2773 

27 0 to +15 -0.016597 -0.0996 

28 0 to +20 -0.045185 -0.6754 

29 0 to +25 -0.056203 -1.1057 

30 0 to +30 -0.072310 -1.4079 

CAAR’s are positive for shorter and longer windows and statistically significant for smaller window periods (-1 to +1, -2 to +2, -3 to +3, -4 to +4, -5 to +5, -10 to 

+10 and -15 to +15) and insignificant for longer window period (-30 to + 30, -25 to +25, -20 to + 20).  However it is significant for the window period staring from 

-30 to 0 and 0 to +4. 
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TABLE NO. 4: AAR’s FOR LOG RETURNS 

Day AAR z-Value Day AAR z-Value 

-30 -0.00358 -3.56599 1 -0.01001 -0.08205 

-29 -0.00422 -3.35073 2 -0.00767 -0.08971 

-28 -0.00769 -2.05786 3 -0.01559 -0.1053 

-27 0.004448 -1.33748 4 -0.0084 -0.1137 

-26 -0.02187 -6.59666 5 -0.0192 -0.1329 

-25 -0.01446 -3.65677 6 -0.01226 -0.14516 

-24 0.005996 -1.08391 7 -0.02331 -0.16847 

-23 0.000574 -2.42784 8 -0.01562 -0.18408 

-22 0.006391 -0.96738 9 -0.00282 -0.18691 

-21 -0.01401 -2.22835 10 -0.00826 -0.19517 

-20 -0.00545 -0.81616 11 -0.00496 -0.20013 

-19 0.003855 -0.18534 12 -0.01337 -0.2135 

-18 -0.02058 -4.01282 13 -0.01089 -0.22439 

-17 -0.00986 -2.95996 14 -0.01148 -0.23587 

-16 -0.01207 -3.44188 15 -0.00058 -0.23645 

-15 0.001993 -2.00437 16 -0.0135 -0.24995 

-14 -0.01065 -3.94657 17 -0.01685 -0.2668 

-13 0.004217 -1.34675 18 -0.01277 -0.27957 

-12 0.001467 -0.96795 19 -0.01254 -0.29211 

-11 -0.0114 -3.28213 20 -0.00473 -0.29684 

-10 -0.00225 -1.62845 21 -0.00938 -0.30622 

-9 -0.0029 -1.78803 22 -0.00775 -0.31397 

-8 -0.01919 -4.08031 23 -0.0115 -0.32547 

-7 -0.00249 -0.42754 24 -0.01368 -0.33915 

-6 9.09E-05 -0.48261 25 0.001606 -0.33754 

-5 0.015782 2.379232 26 -0.01698 -0.35452 

-4 0.006401 -0.00825 27 -0.01134 -0.36585 

-3 -0.00011 0.215369 28 -0.0063 -0.37215 

-2 0.009585 0.651355 29 -0.00942 -0.38157 

-1 0.007627 0.377673 30 -0.00367 -0.38524 

0 0.022319 3.206951       

*Critical z- value at 5 percent is 1.96 

TABLE NO. 5: CAAR’s FOR LOG RETURNS 

Day CAAR z-Value Day CAAR z-Value 

-30 -0.00358 -3.06068 1 -3.28457 -9.70789 

-29 -0.00779 -4.64492 2 -3.24811 -10.1667 

-28 -0.01549 -4.99722 3 -2.40275 -10.4103 

-27 -0.01104 -5.03019 4 -1.39838 -10.5246 

-26 -0.03291 -7.54734 5 -3.39726 -10.9402 

-25 -0.04737 -8.43173 6 -3.14695 -11.2811 

-24 -0.04137 -8.25137 7 -4.69339 -11.9058 

-23 -0.0408 -8.52268 8 -2.97987 -12.2233 

-22 -0.03441 -8.31962 9 -2.24136 -12.4097 

-21 -0.04842 -8.6477 10 -3.26171 -12.7669 

-20 -0.05387 -8.50079 11 -2.579 -13.0417 

-19 -0.05002 -8.17951 12 -2.47251 -13.263 

-18 -0.07059 -8.96428 13 -3.81444 -13.6678 

-17 -0.08045 -9.46021 14 -2.6801 -13.9338 

-16 -0.09252 -10.0258 15 -0.65944 -13.8803 

-15 -0.09053 -10.1592 16 -3.19843 -14.1934 

-14 -0.10118 -10.8493 17 -4.22062 -14.651 

-13 -0.09697 -10.9032 18 -2.17398 -14.823 

-12 -0.0955 -10.843 19 -2.48563 -15.0461 

-11 -0.1069 -11.328 20 -2.79199 -15.2988 

-10 -0.10915 -11.4408 21 -2.97751 -15.5625 

-9 -0.11205 -11.562 22 -3.06975 -15.8385 

-8 -0.13124 -12.1672 23 -2.81685 -16.0928 

-7 -0.13373 -11.976 24 -4.20958 -16.5155 

-6 -0.13364 -11.8112 25 -1.39071 -16.5422 

-5 -0.11786 -11.1344 26 -3.66133 -16.8849 

-4 -0.11146 -10.9013 27 -2.76749 -17.1152 

-3 -0.11157 -10.6068 28 -2.99555 -17.3583 

-2 -0.10198 -10.3042 29 -2.25754 -17.512 

-1 -0.09436 -10.0668 30 -2.07262 -17.6406 

0 -0.07204 -9.3294       

 

 

 

 

 



VOLUME NO. 3 (2012), ISSUE NO. 5 (MAY)  ISSN 0976-2183 

INTERNATIONAL JOURNAL OF RESEARCH IN COMMERCE & MANAGEMENT 
A Monthly Double-Blind Peer Reviewed Refereed Open Access International e-Journal - Included in the International Serial Directories 

www.ijrcm.org.in 

101

CHART NO. 2: AAR’s AND CAAR’s FOR BUY BACK ANNOUNCEMENT FOR LOG RETURNS 

 
 

The  study results  reveal that AAR’s are negative for 17 days and positive for 13 days before the announcement  of shares buyback, where as they are negative 

for 29 days and positive for 2 days after the announcement  of stock buyback. During the whole event period, AAR’s are negative for 46 days and positive for 15 

days. The movement of AAR’s after the announcement reveals that the share price movements persist after the buyback announcement. AAR’s are statistically 

significant for 16 days at 5 % level of significance and it is significant for 30 days at 1 % level of significance during the event window. CAAR’s are negative and 

significant for the entire window period. CAAR’s are positive and insignificance for shorter window at 1 % level of significance. It is insignificant at 5 % for shorter 

windows except for -5 to +5. We find persistence of negative trend in CAAR’s for the longer windows period 
 

CONCLUSION 
The buyback of shares is the repurchase of its own shares by a company. Section 77 of the Indian companies Act prohibits the share repurchase by the 

companies. As a result of the companies (Amendment) Act 1999, a company in India can now buyback its own shares. Our study examines the stock price 

reaction to the announcement of buyback for the period 1996 to 2006. Examination of 106 buyback announcement reveal that buyback announcement have not 

provided any additional information to the market. Market has not found any news in the announcement as revealed by the continuing trend that started before 

the announcement. The absence of any change in the movement of stock price reaction to buyback reveals that market anticipates the information provided by 

these announcements and incorporates this before the announcement. 
 

REFERENCES 
1. Brown J. S and Warner J. B., (1985), “Using daily stock returns the case of event studies”, Journal of Financial Economics, Vol.14, pp. 3-31. 

2. DODD Peter (1980), “Merger proposals, management discretion and stockholder wealth”, Journal of Financial Economics, No.8, pp.105-137.  

3. Ikenberry D.L, and Vermaelen. T., (1996) “The option to repurchase stock”, Financial Management, Vol.25, No.4, pp9-24. 

4. Ikenberry. D., Lakomishok. S and Vermaelen.T., (2000), “stock Repurchases in Canada: Performance and strategic Trading”, The Journal of Finance, Vol, 55, 

No.5, pp. 2373-2397. 

5. Isagawa. N., (2002),  “open-market Repurchase Announcements and stock price Behavior in Inefficient Markets” Financial Management, Vol.31, No.3,pp. 5-

20. 

6. McNally. W, (1998), “Who Wins in Large Stock Buybacks – Those Who Sell or Those Who Hold?” Journal of Applied Corporate Finance, Vol. 1, No.1 pp 78-

 88 

7. Schaub, Mark (2008) 'A note on the effects of debt buybacks in the MM world', Applied Financial Economics Letters, 4: 2, pp77- 79 

8. Schaub, Mark (2009) 'Short-term wealth effects from debt buyback announcements', Applied Economics Letters, pp1-4 

9. Wansley. J. w., Lane. W. R and Yang H. C., (1987), “Gains to bidder firms in cash and securities transactions”, The Financial Review, Vol. 22, No. 4, pp. 403-

414. 

10. Weston. J F., Chung K.S. and Hong S. E., (1996), “Mergers, restructuring, and corporate control” Prentice Hall of India, pp. 217-219. 
 

APPENDIX  
LIST OF COMPANY  

SL.NO COMPANY NAME ANNOUNCEMENT DATE 

1  A D F Foods Ltd. 29/07/2003 

2 Aarti drugs ltd 1/12/2002 

3 Aarti Industris ltd 7/5/1999 

4  Abbott India Ltd. 12/4/2002 

5 Acce Software Exports Ltd. 2/7/2003 

6 Addi Industries Ltd. 3/9/2002 

7 Aditya Birla Nuvo Ltd. 16/08/1999 

8 Ador Welding Ltd. 22/01/2002 

9 Advik Laboroties Ltd. 1/10/2003 

10 Aegis Logistics Ltd. 13/09/2001 

11 Apar Industris Ltd. 1/9/1999 

12 Apollo Finvest Ltd. 21/09/2004 

13 Avery India Ltd. 10/12/2003 

14 Balrampur Chini Mills Ltd. 24/12/2001 

15 Berger Paints India Ltd. 28/04/2005 

16 Bhagyanagar India Ltd. 22/04/1999 

17 Blue Dart Express Ltd. 18/08/2006 

18 Blue Star Ltd. 23/11/2001 

19 Britannia Industries Ltd. 14/06/2001 

20 Carborundum Universal Ltd. 1/7/2000 

21 Carol Info Services Ltd. 11/6/2005 

22 Century Enka Ltd. 9/5/2005 

23 Cera Sanitaryware Ltd. 7/7/2006 

24 Continental Controls Ltd. 27/07/2002 
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25 Coral Laborotories Ltd. 1/6/2002 

26 Coromondel Fertilisers Ltd. 6/4/1999 

27 Cybertech Systems & Software Ltd. 18/08/2000 

28 D I L Ltd. 19/03/2005 

29 Deepak Fertilisers & Petrochemicals Corporation Ltd. 29/04/2002 

30 Ema India Ltd. 30/07/2001 

31 Essel Propack Ltd. 29/06/1999 

32 Exide Industries Ltd. 1/11/2001 

33 F D C Ltd. 6/6/2001 

34 Fine-Line Circuits Ltd. 16/05/2003 

35 Finolex Industries Ltd. 28/11/2000 

36 Fortune Financial Services(India) Ltd. 6/10/1999 

37 G G Dandekar Machine Works Ltd. 8/1/2002 

38 Gandi Special Tubes Ltd. 29/05/2000 

39 Garden silk Mills Ltd. 28/06/2002 

40 Genus Commu-Trade Ltd. 9/7/2002 

41 Glaxosmithkline cosumer Healthcare Ltd. 2/12/2004 

42 Godrej Commodities Ltd. 2/7/2002 

43 Godrej Industries Ltd. 25/02/2002 

44 Goldiam International Ltd. 11/10/1999 

45 Great Eastern Shipping Co. Ltd. 31/10/2000 

46 Gujrat Petrosynthese Ltd. 19/07/2003 

47 H B L Power Systems Ltd. 17/04/2002 

48 Heritage Foods (India) Ltd. 1/1/2002 

49 I C I India Ltd. 18/07/2006 

50 I V P Ltd. 29/06/2001 

51 Ind-Swift Ltd. 10/6/2005 

52 Indian Hume Pipe Co. Ltd. 28/06/2002 

53 Indian Oil Corpn. Ltd. 13/10/2004 

54 Indian Resort Hotels Ltd. 29/01/2002 

55 Infomedia India Ltd. 11/1/2006 

56 Jay Shree Tea & Inds. Ltd. 25/01/2000 

57 Kesoram Industries Ltd. 28/04/2000 

58 Khoday India Ltd. 17/02/2001 

59 Kirloskar Brothers Ltd. 16/07/2001 

60 Kirloskar Oil Engines Ltd. 25/04/2003 

61 L G Balakrishnan & Bros. Ltd. 24/10/2002 

62 Lakhani India Ltd. 6/10/2001 

63 Mac Charles (India) Ltd. 25/08/2003 

64 Manna Glass-Tech Inds. Ltd. 1/7/2002 

65 Manugraph India Ltd. 2/7/2001 

66 Mastek Ltd. 10/5/2004 

67 Mazda Ltd. 4/10/2001 

68 Moh Ltd. 12/10/2001 

69 Monsanto India Ltd. 25/04/2003 

70 Mphasis Ltd. 10/9/2005 

71 Nagreeka Exports Ltd. 30/01/2004 

72 Natco Pharma Ltd. 6/9/2006 

73 Novartis India Ltd. 14/06/2003 

74 Numero Uno Projects Ltd. 11/7/2002 

75 O C L India Ltd. 9/5/2001 

76 Oil & Natural Gas Corpn. Ltd. 13/10/2004 

77 Phoenix Lamps Ltd. 1/7/2002 

78 Poddar Pigments Ltd. 26/07/2001 

79 Polaris Software Lab Ltd. 27/04/2005 

80 Prime securities Ltd. 30/06/2005 

81 Punjab communications Ltd. 4/7/2003 

82 Raymond Ltd. 6/1/2001 

83 Reliance Industries Ltd. 12/4/2000 

84 Revathi Equipments Ltd. 29/06/2006 

85 Rishi Laser Cutting Ltd. 27/05/2002 

86 S B & T International Ltd. 25/07/2006 

87 S I L Business Enterprises Ltd. 26/11/2001 

88 S R F Ltd.                              2/9/2002 

89 Sanwaria Agro Oils Ltd. 31/01/2002 

90 Selan Exploration Technology Ltd. 27/09/1999 

91 Shalibhadra Infosee Ltd. 27/04/2002 

92 Siemens Ltd. 4/5/2001 

93 Sirpur Paper Mills Ltd. 24/01/2002 

94 Solitare Machine Tools Ltd. 4/5/2002 

95 Sterlite Industries (India) Ltd. 1/11/2000 

96 Sun Pharmaceutical Inds. Ltd. 28/10/2002 

97 T T Ltd. 31/07/2002 

98 Tata Chemicals Ltd. 13/08/2001 

99 Titanor Components Ltd. 25/04/2003 

100 Toyama Electric Ltd. 6/11/2003 

101 United Credit Ltd. 3/5/2002 

102 Venky's (India) Ltd. 9/9/2002 

103 vital Communications Ltd. 4/6/2002 

104 Winsome Yarns Ltd. 29/09/2000 

105 Zenith Computers Ltd. 28/09/2001 

106 Zenith Infotech Ltd. 28/09/2001 
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