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TECHNICAL ANALYSIS OF BONUS ISSUES: A STUDY OF INDIAN STOCK MARKET

NEHA ROHRA
RESEARCH SCHOLAR
DEPARTMENT OF COMMERCE
DELHI SCHOOL OF ECONOMICS
UNIVERSITY OF DELHI
DELHI

SHWETA JAIN
RESEARCH SCHOLAR
DEPARTMENT OF COMMERCE
DELHI SCHOOL OF ECONOMICS
UNIVERSITY OF DELHI
DELHI

ABSTRACT

Bonus Issues are generally regarded as cosmetic events as they simply involve a change in the number of outstanding shares. However, many researchers have
found numerous stock market effects associated with bonus issues. This paper examines the impacts of bonus issue for the Indian stock market. To capture short
run/immediate effect of bonus issue announcement on the stock price and shareholders return, this study has used Market Model to calculate abnormal returns
and employed both parametric and non-parametric tests on it to check the significant differences in two sample (pre- and post-announcement) data set. Further,
semi-log regression equations have been estimated to support the analysis. Out of total 3 cases of bonus issues studied, two cases have shown that stock price
increases significantly in the post- announcement period and, one case has shown no significant change. Moreover, we have observed increase in abnormal returns
in the post period in case of two sample firms while a decrease in abnormal returns in post- announcement period has been observed for one sample firm, but these
changes were found to be statistically insignificant at 5% level. Overall on the basis of majority of bonus issue results, the study concludes that bonus issue
announcements have a positive effect on share price which ultimately increases the returns in the short run. We have also investigated the efficiency of Indian stock
market in semi-strong form in the case of bonus issue announcements. Both, parametric and non-parametric test have been used to test for market efficiency. The
finding from this research is that Indian stock market is efficient in semi-strong form in the case of bonus issue announcements.

KEYWORDS

abnormal return, event- study, bonus issue, announcement effect, market efficiency.

INTRODUCTION
onus issue refers to distribution of additional stocks to the existing shareholders. It is a “free” issue of shares, without a subscription price, made to existing
shareholders in proportion to their current investment. A firm can distribute bonus shares by using retained earnings or accumulated capital reserves.
The relationship between the bonus issues and stock prices has been a matter of empirical discussion since past many years. Theoretically speaking, a
bonus issue increases the number of equity shares outstanding but the proportional ownership of shareholders remains unchanged. Empirical research, particularly
in US has shown that the market generally reacts positively to the announcement of a bonus issue. But in developing countries like India, not much research has
been undertaken on this topic. This makes it all the more important to study about the impact of bonus issues, as such an exercise will help us in understanding
why managers of firms undertake such (potentially costly) cosmetic decisions.
Since the main goal of a firm is to achieve the objective of shareholder's wealth maximization, we must evaluate the performance of a company making a bonus
issue in stock market as well. Moreover, the studies which have focused on the impact on firm value are not comprehensive in nature and results are not consistent.
Some studies have documented significant increase in abnormal returns of companies after bonus issue, while others have given negative results. Therefore, there
is a need to scrutinize it more.
It is important to examine the short run effect of bonus issue on the firm and its shareholders; such an approach helps us to capture the immediate stock market
reaction which highlights the true benefits and real economic effect due to issue announcement. This can be done through technical analysis. Technical analysis is
based on apparent trends in share prices and these trends are generated as short run phenomenon, not reflecting the long term fundamentals of the company.
Further, we have investigated the efficiency of Indian stock market in semi- strong form in case of bonus issue announcements (i.e. publicly available information).
In an efficient market, security prices fully reflect all available information. “Thus, an information regarding the prospect of the company will affect the stock price
to react quickly, which makes it impossible for the investors to earn excess return or abnormal return”. On the other hand, if market is not efficient, it will not be
able to discount the event/ available information therefore there will be some kink in the price or return trend.
Thus through this paper, we intend to study the effect of bonus issue announcement on issuing firm value in the short run and examine market efficiency. A sincere
attempt has been made to capture the effect of bonus issue announcement on stock price and returns for the immediate time after the event has occurred. This
exercise will provide useful information about the effects of bonus issue to the investors of stock markets and to the management of business firms who makes
such costly decisions.

OBIJECTIVES OF THE STUDY

The main objectives of this study are to determine the impact of Bonus Issue announcements on the wealth of shareholders of issuing firms in the short run and
to examine market efficiency. To put it differently, the objectives are as follows:

1. Tofind out whether there are any differences in stock prices before and after bonus issue announcement.

2. To find out whether there are differences in the abnormal returns in pre-announcement and post-announcement periods.

3. To analyze if the Indian stock market is efficient in semi-strong form in the case of bonus issue announcements.

CONCEPTUAL FRAMEWORK

MEANING OF BONUS SHARES

Bonus shares are extra free shares given to existing shareholders in proportion to their current investment. When bonus shares are issued, there is an increase in
the total number of shares issued and owned. But, it does not increase the value of the company. And the ratio of number of shares held by each shareholder
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remains constant. A bonus issue is a stock split in which a company issues new shares without any cost so as to bring its issued capital in line with its employed

capital. Thus, a bonus issue can be viewed as an alternative to dividends.

CIRCUMSTANCES FOR ISSUING BONUS SHARES

A company can issue bonus shares if it does not want to depict large amount of distributable income on the balance sheet and wants to plough back its profits to

capital. Even if payment of dividend is not compulsory for the company, investors may demand for dividend in case company has huge accumulated profits. Hence,

in case of large profits to avoid high dividend payments, company can issue bonus shares by converting its accumulated profits. This also improves market image

of the company.

BONUS SHARES ISSUED IN THE RATIO

When the bonus shares are issued in the ratio of 1:1, it implies that one share would be allocated for one existing share in the company. Similarly, a ratio of 2:1

means that two shares would be allocated for every share already held in the company. As the date is announced, in order to get useful benefits, the investors

wait for the required date. The holders of the shares will be entitled to the bonus shares on this particular day.

There is one more date on which the shares go ‘ex-bonus’, i.e. the share prices adjust in the bonus ratio to reflect the actual situation on the ground on this day.

IS IT ACTUALLY FREE?

Technically, bonus shares don’t cost to shareholders but their issue is not completely free of cost. Generally, entire profits are not distributed by the companies

to the stockholders as dividends. Large part of the profit is retained and then added to the reserves of the company. Companies keep reserves to meet unforeseen

increases in expenditure, and to finance its future expansion or diversification programs. In case, reserves have more cash than what is required for the

reinvestment, the companies use these free cash reserves to issue bonus shares.

As shareholders are not required to pay; the company’s profits are also not affected by this issue of bonus shares. Due to bonus shares, the total no. of shares of

the company increases in the market. The earnings of the company would now have to be divided by the increased number of the shares. As a result, the EPS will

decline.

EFFECT OF BONUS SHARES ON INVESTORS

“Immediately, it doesn’t affect investments anyway. Post the bonus issue, the EPS falls and hence the share price should fall in proportion to the bonus issue,

thereby making no difference to the personal wealth of the shareholder. However, a bonus is perceived to be a strong signal given out by the company and the

consequent demand push for the shares causes the price to move up. So, when stock prices move up in the long run, there will be a dramatic increase in the

wealth of shareholders.”

EFFECT OF BONUS ISSUE ON SHARE PRICE

“Since the profits remain the same after the bonus issue, but the total number of shares increases, the EPS will decline. Theoretically, when EPS falls, the stock

price should also decline proportionately. But in reality, this may not happen because of the following reasons-

1.) The stock becomes more liquid now. As a result, it becomes easier to buy and sell as now there are so many more shares.

2.) Abonus issue gives a signal that the company is in a position to service its larger equity, i.e., it is confident of being able to increase its profits and distribute
dividends on all these shares in the future.”

CONDITIONS TO BE SATISFIED BEFORE ISSUING BONUS SHARES

. If the Articles of Association of the company authorize a bonus issue, only then bonus shares can be issued. If it is not present in the articles, then a special
resolution should be passed at the general meeting of the company.

. On the recommendations of the board of directors of the company, the shareholders should approve in the general meeting.

. The guidelines given thereby must be followed. It must be ensured that bonus shares do not lead to total share capital in excess of the authorized share
capital. Otherwise, the capital clause of Memorandum of Association must be amended to increase the authorized capital.

LITERATURE REVIEW ON ANNOUNCEMENT EFFECT OF BONUS ISSUES

Balachandran (2001) analysed the stock price reaction to the announcement of bonus share issues by Australian companies. As per the study, the magnitude of
price reaction to bonus issue announcement is statistically related to the pre-announcement effect and size of bonus issues.

Ball, Brown and Finn (1977) analyzed stock price reaction around the announcement of ‘Stock Capitalization changes’ in Australia during 1960 and 1969. They
found abnormal returns for certain months.

Malhotra Madhuri et al. (2003) in a study of Indian companies concluded that there is a negative reaction of the bonus issue announcement on the stock price.
Standard event study methodology has been used for the purpose of studying the Bonus Issue announcement reaction.

Mishra (2005) conducted a study to identify the stock price reaction to information content of bonus issue and the results of the study reported significant positive
abnormal returns for a five-day period prior to bonus announcement.

Barnes and Ma (2001) have found that issues with a high bonus ratio, i.e., number of bonus shares in the issue/number of existing shares, usually are rewarded
with positive returns and the issues with a low bonus ratio attract negative returns.

Travlos and Vafeas (2001) examined the stock market reaction to the announcements of bonus issues (stock dividends) and cash dividends in the stock market of
Cyprus. The results of the study showed that significantly positive returns were earned by the investors.

Srinivas (2008) in the paper titled as “Dilemma of Corporate Action: Empirical Evidences of Bonus Issue vs. Stock Split” has reported that top management of the
companies decides to issue bonus shares when the investors undervalue the company.

Dhar and Chhaochharia (2009) have suggested that the bonus issue and the stock splits are associated with significantly positive announcement effect, i.e., these
two events provide abnormal returns to the investors. The sample of the study consisted of 82 bonus issues announced by companies listed on BSE 500 index
during April, 2001 to 31t March 2007.

Ghatak (2011) analysed the impact of bonus issue and stock split on the stock market. He stated that market reacts positively on the declaration of these two
events on the announcement date and there after it follows mixed trend.

Foster and Vickery (1978) examined the signaling hypothesis using daily returns data. They investigated and reported the information content of 82 stock dividend
announcements and reported significant positive abnormal returns around announcement dates.

Grinblatt, Masulis & Titman (1984) analysed the ex-dates of stock dividends which were distributed from 1967 to 1976 and reported an average abnormal returns
of 1.1% earned by the investors.

Obaidullah (1992) & Rao (1994) confirmed a positive stock market reaction to equity bonus announcements.

Budhraja et al. (2004) have suggested abnormal returns to the investors and increase in stock prices around the bonus announcement date. It also said that much
of the information in the bonus announcement gets impounded into stocks by the time of announcement.

RESEARCH HYPOTHESES

Based on research objectives, the hypotheses are as follows:

0: There is no significant difference in stock price of issuing company before and after bonus issue announcement.

1: There is significant difference in stock price of issuing company before and after bonus issue announcement.

0: There is no significant difference in Abnormal Returns in pre —announcement periods and post announcement periods.
1: There is significant difference in Abnormal Returns in pre —announcement periods and post announcement periods.

0: The Indian stock market is efficient in semi-strong form in case of bonus issue announcement.

1: The Indian stock market is not efficient in semi-strong form in case of bonus issue announcement.
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DATA AND METHODOLOGY

We have used daily adjusted closing stock prices of the sample companies and BSE SENSEX historical prices to calculate the abnormal return around the bonus
issue announcement date from the year 2013 to 2015. Stock prices of sample companies and BSE Sensex prices have been obtained from yahoo finance website
(http://finance.yahoo.com). The dates of formal announcements of bonus issue to be made by sample companies have been obtained from BSE website. In this
study, we have studied three cases of bonus issues made by Indian firms. They are chosen through the following criteria:

a. The stock price and index price are available in yahoo finance.

b. The stock price and index price of each firm are available for the duration of the event study, which is from -180 to +20 days.

c. The stock is actively traded, meaning that there are not much zero returns.

Based on the above criteria, table 1 consists of the companies that are chosen for analysis.

TABLE 1: LIST OF SAMPLE COMPANIES

NO. | COMPANY NAME BONUS ISSUE RATIO | ANNOUNCEMENT DATE
1. GODREJ INDUSTRIES | 1:1250 07.02.2014
2. HCLTECHNOLOGIES | 1:1 30.01.2015
3. LOOKS HEALTHCARE | 3:4 13.10.2015

EVENT STUDY METHODOLOGY

To analyze the impact of bonus issue announcements on the wealth of shareholders of issuing company, event study method is being used. This study uses this

method because it can directly measure the capital gain earned by shareholders resulting from any event of bonus issue.

Event study uses abnormal return over the event window to test for market efficiency. An abnormal return, which implies the difference between actual return

and expected return will be positive or negative - depends on the information if the market is not efficient. In an efficient market, it is not possible to find abnormal

returns because it is impossible for investors to earn excess return. There are many approaches to find abnormal return. In this paper, we have used statistical
model of market model. The steps of conducting event study are as follows:

1. Thefirst step is to define the event and the event window. The event in this research is announcements of bonus issue. The event window in our study is 20
days prior and after the announcement day (-20 to +20). The day of official announcement of bonus issue is known as the event day, denoted as 0. Since
market model is used, there is a need to establish estimation window as well. Figure 1 depicts the timeline of event window which uses day -180 to -20 as
the estimation window.

| ESTIMATION WINDOW | EVENT WINDOW

-180-20020
2. Gather the daily closing adjusted historical prices of stocks and BSE SENSEX from yahoo finance and calculate the daily stock return (R) and daily market
return (Rm). The returns of each stock along the estimation and event window is calculated using the formula below:
Ry =1 (
it = n P

L) = () = In(Py-)

Where Ritis the log return of stock i at day t, and Pizand Piv1is the closing adjusted price of stock i at day t and the closing adjusted price of stock i at day t-1
respectively.
Then calculate the market return using BSE SENSEX daily price. The corresponding market return is also calculated along the estimation and event window using
the formula:

P

mt

P,
Re = 1 (52) = 1n(B) = 1n(Pr )
mt—1

Where Rmt is the market log return at day t, Pmtand Pmt1is the closing price of market index at day t and the closing price of market index at day t-1 respectively.

3. Avregression analysis is conducted using the actual daily log return of each stock (R) as dependent variable and the corresponding daily market log return
(Rm) of BSE SENSEX as independent variable over the estimation window (180 days prior to the event window) to obtain the intercept - alpha and slope -
beta for each stock separately. Table 2 shows alpha and beta that are used for each stock.

TABLE 2: ALPHA AND BETA FOR EACH STOCK

ISSUING COMPANY/ STOCK | ALPHA BETA
GODREJ INDUSTRIES -0.0009 | 0.9253
HCL TECHNOLOGIES 0.0004 0.3956
LOOKS HEALTHCARE -0.0126 | 0.435
4, Calculate the expected return of each stock for each day during the event window (day -20 to +20) using the formula:

Ry = & + B..Rum: (AS PER MARKET MODEL APPROACH)

Where Ry, is the expected return on stock i at time t, R,,,; is the corresponding market return i.e. BSE SENSEX, &, and /?l are OLS parameters estimated through
regression equation.

5. Then, the Abnormal Return is calculated as:

ARyt = Ry — Ryt

Where R;; is the actual log return on stock i at time t.

The significance of Abnormal Returns has been checked through t- statistics as follows:
ARy

bare ==
Where ayy, is the standard error of Abnormal Returns over the estimation period from t=-180 to t=-20.

The cumulative abnormal return (CAR) for a given security is simply the sum of daily returns over the event window.

6.  To see the movement of Abnormal return over time, AR is then plotted through time during the event window (day -20 to +20).

7.  Totest for the impact of bonus issue announcement on the wealth of shareholders of issuing companies and for market efficiency, both parametric and non-
parametric tests have been used, such as independent samples T-test, paired samples t-test and Mann- Whitney test and Wilcoxon matched-pairs signed rank
test.

SEMI-LOG REGRESSION MODEL

Apart from the statistical tests mentioned above, we have used also used linear and semi- log regression equations to test the effect of time on closing adjusted
stock prices, and abnormal returns. We have tried to find out in what time phase these dependent variables are significant. The time phases are namely pre-
announcement and post- announcement.

The general form of semi- log regression equation used (including time dummy) is as follows:

Ln (Dependent Variable) = B0 + 1D + B2t + B3 (tD)

Where,

Ln (Dependent Variable) = Natural log of Dependent Variable values

BO = Intercept for Pre-announcement period

BO + B1 = Intercept for Post-announcement period (provided B1 is significant)
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B2 = Growth rate of variable for Pre-announcement period

B2 + B3 = Growth rate of variable for Post-announcement period (provided B3 is significant)

D =1, If announcement period is post announcement, otherwise 0

t=Time Period (1 for day -20, 2 for day -19 .......... 40 for day 20)

So in this model, the intercepts and slopes vary with the time period- pre and post announcement. B1 i.e. differential intercept coefficient gives the difference in
intercepts between pre and post announcement period and B3 i.e. differential slope coefficient gives the difference in slopes between the two periods.

EMPIRICAL ANALYSIS AND RESULTS

This section deals with the empirical analysis and results for the sample issuing companies viz., Godrej Industries, HCL Technologies, Looks Healthcare in that order.
A) GODREJ INDUSTRIES:

<+  DESCRIPTIVE STATISTICS

N | Minimum | Maximum | Mean Std. Deviation

PRE PERIOD CLOSING PRICE 20 | 262.1900 | 290.4100 | 275.882500 | 8.9171992
POST PERIOD CLOSING PRICE 20 | 265.1100 | 295.0800 | 273.456500 | 7.8105915
PRE PERIOD ACTUAL RETURN 20 | -.0616 .0490 .001289 .0264608
POST PERIOD ACTUAL RETURN 20 | -.0386 .0403 .003033 .0169216

PRE PERIOD ABNORMAL RETURN 20 | -.0540 .0515 .003097 .0243688
POST PERIOD ABNORMAL RETURN | 20 | -.0358 .0406 .000524 .0174981
Valid N (listwise) 20

The mean adjusted closing price for the pre- announcement period is Rs. 275.88 (with the standard deviation of 8.91%). On the other hand, the mean adjusted
closing price for the post- announcement period is Rs. 273.45 (with a standard deviation of 7.81%). The mean value of return series in the pre-announcement
period is 0.12% (with a standard deviation of 2.64%) while that in post- announcement period is 0.30% (with a standard deviation of 1.69%). The mean value of
abnormal return series in the pre-announcement period is 0.30% (with standard deviation of 2.43%) while that in post-announcement period is 0.05% (with a
standard deviation of 1.74%).

< DISTRIBUTION OF ABNORMAL RETURNS AROUND THE ANNOUNCEMENT DATE FOR DAYS -20 to 20

GRAPH 1: SHOWS ABNORMAL RETURNS PLOTTED AGAINST TIME
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TABLE 3: SHOWS ANNOUNCEMENT PERIOD ABNORMAL RETURNS OF THE COMPANY FOR DAYS -20 TO 20

DAY | ABNORMAL RETURN | t-VALUE DAY | ABNORMAL RETURN | t-VALUE
-20 | 0.029735672 1.619855 1 0.035757577 -1.9479
-19 | -0.003497436 -0.19052 2 0.017050454 0.928826
-18 | 0.007862744 0.428324 3 0.017667798 -0.96246
-17 | 0.005560523 0.30291 4 0.016391741 0.892942
-16 | 0.018111718 0.986638 5 0.012382737 -0.67455
-15 | 0.007310818 0.398258 6 0.009047217 0.492848
-14 | 0.006554257 0.357044 7 0.018942451 -1.03189
-13 | -0.01487275 -0.8102 8 0.007340279 -0.39986
-12 | -0.008567639 -0.46672 9 0.004028029 0.219427
-11 | -0.018585322 -1.01244 10 -0.00236169 -0.12865
-10 | -0.036043896 -1.9635 11 0.006354585 0.346167
-9 0.018622143 1.014444 12 0.016436608 0.895386
-8 -0.001751375 -0.09541 13 0.007391121 -0.40263
-7 0.051542813 2.807802 14 0.000490982 0.026746
-6 -0.054000732 -2.9417 15 0.009077549 0.494501
-5 0.027620821 1.504648 16 0.014124454 0.769432
-4 -0.002890763 -0.15747 17 -0.01051223 -0.57266
-3 0.001495106 0.081446 18 0.01107021 0.603051
-2 0.036683174 1.998321** | 19 0.021814666 -1.18836
-1 -0.00895344 -0.48774 20 0.040581944 2.210707**
0 0.014462584 0.787851

**significant at 5%
AR= Abnormal Return
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o PRE- ANNOUNCEMENT PERIOD (-20, -1)

The abnormal returns before the event day show a mixed pattern. ARs before the event day are positive only for 11 days out of 20 days and are negative for rest
of 9 days. Significant AR has been noted only for day t-2. The results show that ARs for days 3 to 20 preceding the announcement date are found to be almost
equal to zero, as they are not statistically different from zero, indicating that the market did not anticipate the bonus issue event of the firm even three days before
the formal announcement.

. ON THE EVENT DAY

It is interesting to note that AR which was -0.89% on day t-1, increased by a huge fraction and became +1.44% on day t = 0, the day of official announcement of
bonus issue. This sudden increase in AR from its level on previous day (t-1) might have been due to official recording of bonus issue announcement on which the
market reacted quickly and positively. The results show that on event day, AR = 1.44% i.e. the wealth of shareholders of the company had gone up by 1.44% but
not significantly. This indicates that the market reacted positively but not significantly to the bonus issue announcement of company.

. POST- ANNOUNCEMENT PERIOD (1,20)

The ARs after the announcement day also show no consistent pattern. There is an immediate jump on day succeeding the announcement day resulting in positive
AR of 3.57% on day one after the announcement. But after that there is reversal of trend, there are both positive and negative returns which are not significant,
pointing towards market efficiency.

« A COMPARISON OF PRE & POST- ANNOUNCEMENT PERIODS

THROUGH STATISTICAL TESTS

To see whether there is a difference in stock prices (as well as abnormal returns) before and after the announcement day during the event window, two
independent samples parametric and non-parametric statistical tests have been used. These tests have been performed to find out the first and third hypothesis
of this research. Two independent samples t-test and Mann-Whitney test have been conducted after a test of normality is performed using Shapiro Wilks test.

i) ADJUSTED CLOSING PRICES (refer to table 4)

Both the pre and post announcement period data are normally distributed using 5% level of significance. The average closing price in post-announcement period
is Rs. 0.10 lower than the pre-announcement period average and this difference is not statistically significant. Both parametric and non-parametric test indicate
that there is no significant difference in stock price before and after the announcement day. P-value from T-test and Mann-Whitney are 0.369 and 0.449
respectively, which are above 0.05. Thus, we cannot reject the null hypothesis that the stock price before and after the announcement day is equal.

TABLE 4: SHOWS THE RESULT OF PARAMETRIC AND NON-PARAMETRIC TESTS AND ALSO PROVIDES ADDITIONAL INFORMATION ABOUT THE NORMALITY OF THE DATA

PERIOD | P-VALUE

MEAN DIFFERENCE
(pre-post)

PARAMETRIC TEST

2 SAMPLES t- TEST)

NON PARAMETRIC TEST (MANN-WHITNEY TEST)

T- VALUE

P- VALUE

Z- VALUE

P-VALUE

BEFORE | 0.108

0.0109260

0.910

0.369

-0.758

0.449

AFTER 0.910
i) ABNORMAL RETURNS (refer to table 5)

Both the pre and post announcement period data are normally distributed using 5% level of significance. The average abnormal return in post-announcement
period is 0.25% lower than the pre-announcement period average but this difference is not statistically significant. Both parametric and non-parametric test
indicate that there is no significant difference in abnormal returns before and after the announcement day. P-value from T-test and Mann-Whitney are 0.703 and
0.665 respectively, which are above 0.05. Thus, we cannot reject the null hypothesis that the abnormal returns before and after the announcement day are equal.

TABLE 5: SHOWS THE RESULT OF PARAMETRIC AND NON-PARAMETRIC TESTS AND ALSO PROVIDES ADDITIONAL INFORMATION ABOUT THE NORMALITY OF THE DATA

PERIOD | P-VALUE | MEAN DIFFERENCE (pre-post) | PARAMETRIC TEST (2 SAMPLES t- TEST) [ NON PARAMETRIC TEST (MANN-WHITNEY TEST)
T- VALUE P- VALUE Z- VALUE P-VALUE
BEFORE | 0.993 0.0025727 0.384 0.703 -0.433 0.665

AFTER 0.163
THROUGH REGRESSION ANALYSIS

We have tested the effect of time on Adjusted Close Price, and Abnormal Returns. We have tried to find out in what time phase these variables are significant.
The time phases are namely pre announcement and post announcement.

i) ADJUSTED CLOSING PRICE

Ln (PRICE) = B0 + B1D + B2t + B3tD ------------- GENERAL FORM OF EQUATION

We got the following regression equation:

Ln (PRICE) = 5.585 + 0.142D + 0.003t — 0.007tD

S.E =(0.10) (0.029) (0.001) (0.001)

t = (536.497) (4.918) (3.743) (-5.761)

It was found that the intercept for the pre-announcement period has come out to be positive and significant at 5% level. But the post announcement price is
higher than the pre-announcement period and significant at 5%. On the other hand, we noted that the growth rate of price for pre-announcement period is
significantly positive while it is significantly negative for post- announcement period. This means that immediately after the announcement, the stock price
increased significantly, but as the post- announcement period increased, the stock price started falling. This confirms the result of t- test which indicates that the
stock price reduced but not significantly in the post- announcement period.

i) ABNORMAL RETURNS

ABNORMAL RETURNS = B0 + 1D + B2t + B3tD ------------- GENERAL FORM OF EQUATION

(We could not take semi-log form regression equation here due to negative values of abnormal return)

We got the following regression equation:

ABNORMAL RETURNS = 0.001 + 0.030D + 0.000t - 0.001tD

S.E =(0.010) (0.028) (0.001) (0.001)

t=(0.105) (1.101) (0.236) (-1.031)

It was found that the intercept for the pre-announcement period has come out to be positive but not statistically significant at 5% level. The post announcement
abnormal returns are higher than the pre-announcement period but this increase is not statistically significant at 5%. Also, we noted that the growth rates of
returns for both pre-announcement and post- announcement periods are statistically insignificant. This means that the announcement of bonus issue doesn’t
have a significant impact on the returns experienced by the issuing company.

THROUGH ANALYSIS OF CUMULATIVE ABNORMAL RETURNS

We found that the cumulative abnormal returns (CAR) for the pre-announcement period are 6.19%, which decreased to 1.04% for the post- announcement period.
This clearly shows the pattern of decreased returns from pre-merger periods to post merger period days. Thus, the reduced CAR for post period is showing worse
position of the shareholders i.e. decrease in wealth after the announcement of bonus issue.

< TESTING MARKET EFFICIENCY

To support the analysis above, it is also important to test for the presence of abnormal returns around the announcement day. Both parametric (Paired samples t
— test) and non-parametric test (Wilcoxon matched pairs signed rank test) have been conducted to see the presence of abnormal return. In this part of analysis,
event window is narrowed to 15 days prior and after the announcement day to identify the presence of abnormal return closely around the announcement day.
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Actual and expected return within the narrowed event window should differ in order to know the possibility to outperform the stock market in the case of bonus
issue announcement. In the case of bonus issue announcement, shareholders will expect to gain on their investment after the announcement day. Therefore, a

test of difference in actual return and expected return on one day after the announcement day to 15 days after the announcement day is also conducted to see if
shareholders could earn excess return.

Both of these tests have the null hypothesis of expected return being same as actual return which makes it impossible to outperform the market.

TABLE 6: SHOWS THE RESULT OF NORMALITY TEST, PAIRED SAMPLE T-TEST AND WILCOXON MATCHED-PAIRS SIGNED-RANK TEST DURING THE NARROWED
EVENT WINDOW (-15, 15)
MEAN DIFFERENCE | PAIRED SAMPLE t- TEST | WILCOXON SIGNED RANK TEST

NORMALITY ( P-VALUE)

ACTUAL

EXPECTED

t- VALUE

P-VALUE

ZVALUE

P-VALUE

0.002

0.042

-0.0001400

0.000

1.000

The non-parametric test shows that there is no significant difference between actual and expected return from day -15 to +15 (p-value> 0.05), making it impossible
for the investors of Godrej Industries to outperform the market.

TABLE 7: SHOWS RESULTS OF STATISTICAL TESTS ON THE ACTUAL RETURN AND EXPECTED RETURN AFTER THE ANNOUNCEMENT DAY (1 to +15)
NORMALITY ( P-VALUE) | MEAN DIFFERENCE | PAIRED SAMPLE t- TEST | WILCOXON SIGNED RANK TEST

ACTUAL

EXPECTED

t- VALUE

P-VALUE

Z VALUE

P-VALUE

0.012

0.080

-0.0015311

-0.227

0.820

The non-parametric tests show that there is no significant difference between actual and expected return from day 1 to +15 (p- value> 0.05), making it impossible
for the investors of Godrej Industries to outperform the market.

In order to identify the real effect of bonus issue announcement, the focus is more on table 7, which represents the ability of investors to earn abnormal return
after the announcement of issue. If the market is not efficient, it is possible for investors to earn significant abnormal return after the announcement day. But as
per Table 7, the market is efficient because the shareholders are not able to earn excess return. Therefore, we fail to reject the null hypothesis 3 and conclude
that Indian stock market is efficient in semi-strong form in case of bonus issue announcement.

< SUMMARY

The analysis shows that there is no significant difference between the stock price before and after the announcement of bonus issue. The stock price has reduced
but not significantly in the post-announcement period. Also, the abnormal returns have reduced in the post-announcement period but this decrease is not
statistically significant. The cumulative abnormal returns also show a decrease in the post- announcement period. Thus, it can be said that Godrej Industries bonus
issue announcement has had a negative but not significant impact on the wealth of shareholders of Godrej Industries.

As far as market efficiency is concerned, the analysis shows that the investors are not able to earn significant excess returns in the post- announcement period,
showing that Indian stock market is semi- strong form efficient. The informational content of the bonus issue announcement gets quickly impounded into the
stock prices, making it impossible for the investors of Godrej Industries to use publicly available information to outperform the market.

B) HCLTECHNOLOGIES

«  DESCRIPTIVE STATISTICS

N | Minimum | Maximum | Mean Std. Deviation

PRE PERIOD CLOSING PRICE 20 | 751.03 843.48 802.9570 | 25.91283
POST PERIOD CLOSING PRICE 20 | 946.73 1022.73 987.6065 | 21.36593

PRE PERIOD ACTUAL RETURN 20 | -.05 .05 -.0001 .03006

POST PERIOD ACTUAL RETURN 20 | -.03 .05 .0059 .01929

PRE PERIOD ABNORMAL RETURN 20 | -.03 .03 .0010 .01558

POST PERIOD ABNORMAL RETURN | 20 | -.03 .05 .0055 .01924

Valid N (listwise) 20

The mean adjusted closing price for the pre-announcement period is Rs. 802.95 (with the standard deviation of 25.91%). On the other hand, the mean adjusted
closing price for the post- announcement period is Rs. 987.60 (with a standard deviation of 21.36%). The mean value of return series in the pre-announcement
period is -0.01% (with a standard deviation of 3.00%) while that in post- announcement period is 0.59% (with a standard deviation of 1.92%). The mean value of
abnormal return series in the pre-announcement period is 0.10% (with standard deviation of 1.55%) while that in post-announcement period is 0.55% (with a
standard deviation of 1.92%).

< DISTRIBUTION OF ABNORMAL RETURNS AROUND THE ANNOUNCEMENT DATE FOR DAYS -20 to 20
GRAPH 2: SHOWS ABNORMAL RETURNS PLOTTED AGAINST TIME
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TABLE 8: SHOWS ANNOUNCEMENT PERIOD ABNORMAL RETURNS OF THE COMPANY FOR DAYS -20 TO 20

Day | AR t-Value day | AR t-Value
-20 | 0.004277 | 0.230226 1 0.053585 | 2.884619**
-19 | 5.41E-05 | 0.002911 2 0.003351 | 0.180401
-18 | -0.01525 | -0.82091 3 -3E-05 -0.00159
-17 | -0.02836 | -1.52682 4 0.036593 | 1.969882
-16 | -0.0225 -1.21116 5 -0.009 -0.48434
-15 | 0.019233 | 1.035368 6 0.019332 | 1.040701
-14 | 0.007483 | 0.402835 7 -0.03007 | -1.61864
-13 | 0.018685 | 1.005846 8 0.010148 | 0.546301
-12 | 0.004857 | 0.261479 9 0.014047 | 0.756165
-11 | -0.00303 | -0.16317 10 0.003979 | 0.214188
-10 | 0.008668 | 0.466601 11 -0.00385 | -0.20731
-9 0.026236 | 1.412378 12 0.022014 | 1.185066
-8 0.005065 | 0.272651 13 0.00544 0.292869
-7 0.013458 | 0.724505 14 | -0.02223 | -1.19694
-6 0.008628 | 0.464461 15 -0.01638 | -0.88172
-5 -0.01393 | -0.74975 16 0.004122 | 0.22189
-4 -0.01201 | -0.64639 17 0.003029 | 0.163042
-3 -0.01626 | -0.87524 18 -0.00199 | -0.10709
-2 0.02325 1.251613 19 0.020565 | 1.107063
-1 -0.00877 | -0.47204 20 -0.00205 | -0.11062
0 0.086487 | 4.655827**

**significant at 5%

AR= Abnormal Return

o PRE- ANNOUNCEMENT PERIOD (-20, -1)

The abnormal returns before the event day show a mixed pattern. ARs before the event day are positive only for 12 days out of 20 days and are negative for rest
of 8 days. The results show that ARs for days 1 to 20 preceding the announcement date are found to be almost equal to zero, as they are not statistically different
from zero, indicating that the market did not anticipate the bonus issue event of the firm even one day before the formal announcement.

. ON THE EVENT DAY

It is interesting to note that AR which was -0.87% on day t-1, increased by a huge fraction and became +8.64% on day t = 0, the day of official announcement of
bonus issue. This sudden increase in AR from its level on previous day (t-1) might have been due to official recording of bonus issue announcement on which the
market reacted quickly and positively. The results show that on event day, AR = 8.64% i.e. the wealth of shareholders of the company had gone up by a significant
8.64%. This indicates that the market reacted positively and significantly to the bonus issue announcement of company.

o POST- ANNOUNCEMENT PERIOD (1,20)

The ARs after the announcement day also show no consistent pattern. As compared to event day, there has been a fall in returns on day succeeding the
announcement day, but still the investors have managed to earn significantly positive AR of 5.35% on day one after the announcement. But after that there is
reversal of trend, there are both positive and negative returns which are not significant, pointing towards market efficiency.

< A COMPARISON OF PRE & POST- ANNOUNCEMENT PERIODS

THROUGH STATISTICAL TESTS

i) ADJUSTED CLOSING PRICES (refer to table 9)

Both the pre and post announcement period data are normally distributed using 5% level of significance. The average closing price in post-announcement period
is Rs. 0.20 higher than the pre-announcement period average and this difference is statistically significant. Both parametric and non-parametric test indicate that
there is significant difference in stock price before and after the announcement day. P-value from T-test and Mann-Whitney are 0.000 and 0.000 respectively,
which are below 0.05. Thus, we can reject the null hypothesis that the stock price before and after the announcement day is equal.

TABLE 9: SHOWS THE RESULT OF PARAMETRIC AND NON-PARAMETRIC TESTS AND ALSO PROVIDES ADDITIONAL INFORMATION ABOUT THE NORMALITY OF THE DATA

PERIOD | P-VALUE | MEAN DIFFERENCE | PARAMETRIC TEST (2 SAMPLES t- TEST) | NON PARAMETRIC TEST (MANN-WHITNEY TEST)
(pre-post) T- VALUE P- VALUE Z- VALUE P-VALUE

BEFORE | 0.108 -0.2072575 -23.727 0.000 -5.410 0.000

AFTER 0.910

i) ABNORMAL RETURNS (refer to table 10):

Both the pre and post announcement period data are normally distributed using 5% level of significance. The average abnormal return in post-announcement
period is 0.45% higher than the pre-announcement period average but this difference is not statistically significant. Both parametric and non-parametric test
indicate that there is no significant difference in abnormal returns before and after the announcement day. P-value from T-test and Mann-Whitney are 0.417 and
0.705 respectively, which are above 0.05. Thus, we cannot reject the null hypothesis that the abnormal returns before and after the announcement day are equal.

TABLE 10: SHOWS THE RESULT OF PARAMETRIC AND NON-PARAMETRIC TESTS AND ALSO PROVIDES ADDITIONAL INFORMATION ABOUT THE NORMALITY OF THE DATA

PERIOD | P-VALUE | MEAN DIFFERENCE (pre-post) | PARAMETRIC TEST (2 SAMPLES t- TEST) | NON PARAMETRIC TEST (MANN-WHITNEY TEST)
T- VALUE P- VALUE Z- VALUE P-VALUE
BEFORE | 0.993 -0.004540 -0.820 0.417 -0.379 0.705

AFTER 0.163
THROUGH REGRESSION ANALYSIS

We have tested the effect of time on Adjusted Close Price, and Abnormal Returns. We have tried to find out in what time phase these variables are significant.
The time phases are namely pre-announcement and post-announcement.

i) ADJUSTED CLOSING PRICE

Ln (PRICE) = B0 + B1D + B2t + B3tD ------------- GENERAL FORM OF EQUATION

We got the following regression equation:

Ln (PRICE) = 6.729 + 0.247D - 0.004t + 0.001tD

S.E =(0.009) (0.026) (0.001) (0.001)

t=(732.533) (9.690) (-5.111) (1.971)

It was found that the intercept for the pre-announcement period has come out to be positive and significant at 5% level. But the post announcement price is
higher than the pre-announcement period and significant at 5%. Also, we noted that the growth rate of price for pre-announcement period is significantly negative.
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The differential slope coefficient is significantly positive, showing that the growth rate of price has increased significantly in the post- announcement period. This
means that the share price has increased in the post announcement period on account of the announcement of bonus issue by the company, showing that
announcement has had a positive and significant effect on share price.

i) ABNORMAL RETURNS

ABNORMAL RETURNS = B0 + B1D + 2t + B3tD ------------- GENERAL FORM OF EQUATION

We got the following regression equation:

ABNORMAL RETURNS = 0.004 - 0.030D - 0.003t + 0.001tD

S.E =(0.008) (0.022) (0.001) (0.001)

t=(0.506) (-1.325) (-0.437) (1.381)

It was found that the intercept for the pre-announcement period has come out to be positive but not statistically significant at 5% level. The post announcement
abnormal returns are lower than the pre-announcement period but this decrease is not statistically significant at 5%. Also, we noted that the growth rates of
return for both pre- and post-announcement periods are negative and statistically insignificant, but the growth rate has increased in post-announcement period.
This means that the announcement of bonus issue has a positive but not a significant impact on the returns experienced by the issuing company.

THROUGH ANALYSIS OF CUMULATIVE ABNORMAL RETURNS

We found that the cumulative abnormal returns (CAR) for the pre-announcement period are 1.97%, which increased to 11.06% for the post- announcement period.
This clearly shows the pattern of increased returns from pre-merger periods to post merger period days. Thus, the increase in CAR for post- announcement period
is showing better position of the shareholders i.e. increase in wealth after the announcement of bonus issue.

«  TESTING MARKET EFFICIENCY

TABLE 11: SHOWS THE RESULT OF NORMALITY TEST, PAIRED SAMPLE T-TEST AND WILCOXON MATCHED-PAIRS SIGNED-RANK TEST DURING THE NARROWED
EVENT WINDOW (-15, 15)

NORMALITY ( P-VALUE) | MEAN DIFFERENCE | PAIRED SAMPLE t- TEST | WILCOXON SIGNED RANK TEST

ACTUAL EXPECTED t- VALUE P-VALUE Z VALUE P-VALUE

0.006 0.032 -0.0082253 | cmmeeeeeeee | meeeeeee -1.803 0.071

The non-parametric test shows that there is no significant difference between actual and expected return from day -15 to +15 (p-value> 0.05), making it impossible

for the investors of HCL Technologies to outperform the market.

TABLE 12: SHOWS RESULTS OF STATISTICAL TESTS ON THE ACTUAL RETURN AND EXPECTED RETURN AFTER THE ANNOUNCEMENT DAY (1 TO +15)
NORMALITY ( P-VALUE) | MEAN DIFFERENCE | PAIRED SAMPLE t- TEST | WILCOXON SIGNED RANK TEST
CTUAL EXPECTED t- VALUE P-VALUE Z VALUE P-VALUE
0.011 0.090 -0.0057953 | - | - -0.909 0.363

The non-parametric tests show that there is no significant difference between actual and expected return from day 1 to +15 (p- value> 0.05), making it impossible
for the investors of HCL Technologies to outperform the market.

As per Table 12, the market is efficient because the shareholders are not able to earn excess return. Therefore, we fail to reject the null hypothesis 3 and conclude
that Indian stock market is efficient in semi-strong form in case of bonus issue announcement.

«  SUMMARY

The analysis shows that there is a significant difference between the stock price before and after the announcement of bonus issue. The stock price has increased
significantly in the post- announcement period. Also, the abnormal returns have increased in the post-announcement period but this increase is not statistically
significant. The cumulative abnormal returns also show an increase in the post- announcement period. Thus, it can be said that HCL Technologies bonus
announcement has had a positive impact on the wealth of shareholders of HCL Technologies.

As far as market efficiency is concerned, the analysis shows that the investors are not able to earn significant excess returns in the post-announcement period,
showing that Indian stock market is semi- strong form efficient. The informational content of the bonus issue announcement gets quickly impounded into the
stock prices, making it impossible for the investors of HCL Technologies to use publicly available information to outperform the market.

C) LOOKS HEALTHCARE

<+ DESCRIPTIVE STATISTICS

N | Minimum | Maximum | Mean Std. Deviation

PRE PERIOD CLOSING PRICE 20 | 16.57 23.43 18.5600 | 2.22691

POST PERIOD CLOSING PRICE 20 | 18.57 30.11 23.8045 | 2.91080

PRE PERIOD ACTUAL RETURN 20 | -.21 .05 -.0156 .06034

POST PERIOD ACTUAL RETURN 20 | -.10 .18 .0079 .07704

PRE PERIOD ABNORMAL RETURN 20 | -.20 .06 -.0027 .05909

POST PERIOD ABNORMAL RETURN | 20 | -.09 .20 .0213 .07666

Valid N (listwise) 20

The mean adjusted closing price for the pre-announcement period is Rs. 18.56 (with the standard deviation of 2.22%). On the other hand, the mean adjusted
closing price for the post- announcement period is Rs. 23.80 (with a standard deviation of 2.91%). The mean value of return series in the pre-announcement period
is -1.56% (with a standard deviation of 6.03%) while that in post- announcement period is 0.79% (with a standard deviation of 7.70%). The mean value of abnormal
return series in the pre-announcement period is -0.27% (with standard deviation of 5.90%) while that in post-announcement period is 2.13% (with a standard
deviation of 7.66%).
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«  DISTRIBUTION OF ABNORMAL RETURNS AROUND THE ANNOUNCEMENT DATE FOR DAYS -20 to 20

GRAPH 3: SHOWS ABNORMAL RETURNS PLOTTED AGAINST TIME
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TABLE 13: SHOWS ANNOUNCEMENT PERIOD ABNORMAL RETURNS OF THE COMPANY FOR DAYS -20 TO 20

DAY | AR t- VALUE DAY | AR t-VALUE
-20 0.039221 | 0.685647 1 -0.0222 -0.38818
-19 -0.06853 | -1.19805 2 -0.00931 | -0.16268
-18 0.038909 | 0.680194 3 -0.01925 | -0.33644
-17 -0.01013 | -0.17714 4 0.195048 | 3.409773**
-16 0.00305 0.053313 5 0.150934 | 2.638592**
-15 -0.19718 | -3.44697 6 0.174251 | 3.046214**
-14 | -0.00236 | -0.04123 7 -0.09063 | -1.5843
-13 0.049446 | 0.864397 8 0.024838 | 0.43421
-12 0.054731 | 0.956802 9 -0.02519 | -0.44045
-11 -0.00897 | -0.15676 10 -0.03124 | -0.54619
-10 -0.06483 | -1.1333 11 0.05142 0.898905
-9 0.055851 | 0.976379 12 -0.02914 | -0.50937
-8 0.013324 | 0.232935 13 -0.02978 | -0.52058
-7 -0.00291 | -0.0508 14 -0.06614 | -1.15628

-6 -0.03181 | -0.55611 15 0.013245 | 0.231542
-5 0.011918 | 0.20835 16 0.050707 | 0.886445
-4 0.028766 | 0.502884 17 0.005698 | 0.09961

-3 0.025382 | 0.443728 18 0.07866 1.375114
-2 0.051191 | 0.894915 19 -0.01239 | -0.21659
-1 -0.03828 | -0.66917 20 0.017217 | 0.300989

0 0.174825 | 3.056247**

**significant at 5%
AR= Abnormal Return
. PRE- ANNOUNCEMENT PERIOD (-20, -1)

The abnormal returns before the event day show a mixed pattern. ARs before the event day are positive only for 11 days out of 20 days and are negative for rest
of 9 days. The results show that ARs for days 1 to 20 preceding the announcement date are found to be almost equal to zero, as they are not statistically different
from zero, indicating that the market did not anticipate the bonus issue event of the firm even one day before the formal announcement.

. ON THE EVENT DAY

It is interesting to note that AR which was -3.82% on day t-1, increased by a huge fraction and became +17.48% on day t = 0, the day of official announcement of
bonus issue. This sudden increase in AR from its level on previous day (t-1) might have been due to official recording of bonus issue announcement on which the
market reacted quickly and positively. The results show that on event day, AR = 17.48% i.e. the wealth of shareholders of the company had gone up by a significant
17.48%. This indicates that the market reacted positively and significantly to the bonus issue announcement of company.

. POST- ANNOUNCEMENT PERIOD (1, 20)

The ARs after the announcement day also show no consistent pattern. As compared to event day, there has been a fall in returns on day succeeding the
announcement day, resulting in abnormal loss of 2.22% to the investors. But after that there is a mixed trend, there are both positive and negative returns, pointing
towards market efficiency.

< A COMPARISON OF PRE & POST- ANNOUNCEMENT PERIODS

THROUGH STATISTICAL TESTS

i) ADJUSTED CLOSING PRICES (refer to table 14)

Both the pre and post announcement period data are normally distributed using 5% level of significance. The average closing price in post-announcement period
is Rs. 0.24 higher than the pre-announcement period average and this difference is statistically significant. Both parametric and non-parametric test indicate that
there is significant difference in stock price before and after the announcement day. P-value from T-test and Mann-Whitney are 0.000 and 0.000 respectively,
which are below 0.05. Thus, we can reject the null hypothesis that the stock price before and after the announcement day is equal.
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TABLE 14: SHOWS THE RESULT OF PARAMETRIC AND NON-PARAMETRIC TESTS AND ALSO PROVIDES ADDITIONAL INFORMATION ABOUT THE NORMALITY OF THE DATA

PERIOD | P-VALUE | MEAN DIFFERENCE | PARAMETRIC TEST (2 SAMPLES t- TEST) [ NON PARAMETRIC TEST (MANN-WHITNEY TEST)
(pre-post) T- VALUE P- VALUE Z- VALUE P-VALUE
BEFORE | 0.208 -0.2480159 -6.590 0.000 -4.805 0.000

AFTER 0.710
i) ABNORMAL RETURNS (refer to table 15)

Both the pre and post announcement period data are normally distributed using 5% level of significance. The average abnormal return in post-announcement
period is 2.39% higher than the pre-announcement period average but this difference is not statistically significant. Both parametric and non-parametric test
indicate that there is no significant difference in abnormal returns before and after the announcement day. P-value from T-test and Mann-Whitney are 0.274 and
0.914 respectively, which are above 0.05. Thus, we cannot reject the null hypothesis that the abnormal returns before and after the announcement day are equal.

TABLE 15: SHOWS THE RESULT OF PARAMETRIC AND NON-PARAMETRIC TESTS AND ALSO PROVIDES ADDITIONAL INFORMATION ABOUT THE NORMALITY OF THE DATA

PERIOD | P-VALUE | MEAN DIFFERENCE (pre-post) | PARAMETRIC TEST (2 SAMPLES t- TEST) [ NON PARAMETRIC TEST (MANN-WHITNEY TEST)
T- VALUE P- VALUE Z- VALUE P-VALUE
BEFORE | 0.893 -0.0239973 -1.109 0.274 -0.108 0.914

AFTER 0.167
THROUGH REGRESSION ANALYSIS

We have tested the effect of time on Adjusted Close Price, and Abnormal Returns. We have tried to find out in what time phase these variables are significant.
The time phases are namely pre-announcement and post-announcement.

i) ADJUSTED CLOSING PRICE

Ln (PRICE) = B0 + B1D + B2t + B3tD ------------- GENERAL FORM OF EQUATION

We got the following regression equation:

Ln (PRICE) = 2.756 + 0.517D + 0.015t + 0.019tD

S.E =(0.048) (0.132) (0.004) (0.006)

t=(57.905) (3.908) (3.801) (3.330)

It was found that the intercept for the pre-announcement period has come out to be positive and significant at 5% level. The post announcement price is higher
than the pre-announcement period price and this increase is statistically significant at 5% level. Also, we noted that the growth rate of price for pre-announcement
period is significantly positive. But, the differential slope coefficient is significantly positive, showing that the growth rate of price has increased significantly in the
post- announcement period. This means that the share price has increased in the post announcement period on account of the announcement of bonus issue by
the company, showing that announcement has had a positive and significant effect on share price.

i) ABNORMAL RETURNS

ABNORMAL RETURNS = B0 + 1D + B2t + B3tD ------------- GENERAL FORM OF EQUATION

We got the following regression equation:

ABNORMAL RETURNS = 0.015 + 0.060D - 0.002t + 0.004tD

S.E =(0.032) (0.089) (0.003) (0.004)

t =(0.460) (0.665) (-0.619) (1.007)

It was found that the intercept for the pre-announcement period has come out to be positive but not statistically significant at 5% level. The post announcement
abnormal returns are higher than the pre-announcement period but this increase is not statistically significant at 5%. Also, we noted that the growth rates of
return for both pre- and post-announcement periods are negative and statistically insignificant, but the growth rate of abnormal return has increased in post-
announcement period. This means that the announcement of bonus issue has had a positive but not significant impact on the returns experienced by the issuing
company.

THROUGH ANALYSIS OF CUMULATIVE ABNORMAL RETURNS

We found that the cumulative abnormal returns (CAR) for the pre-announcement period are 5.31%, which increased to 42.67% for the post- announcement period.
This clearly shows the pattern of increased returns from pre-merger periods to post merger period days. Thus, the increase in CAR for post- announcement period
is showing better position of the shareholders i.e. increase in wealth after the announcement of bonus issue.

«  TESTING MARKET EFFICIENCY

TABLE 16: SHOWS THE RESULT OF NORMALITY TEST, PAIRED SAMPLE T-TEST AND WILCOXON MATCHED-PAIRS SIGNED-RANK TEST DURING THE NARROWED
EVENT WINDOW (-15, 15):

MEAN DIFFERENCE | PAIRED SAMPLE t- TEST

t- VALUE P-VALUE

WILCOXON SIGNED RANK TEST
ACTUAL EXPECTED Z VALUE P-VALUE
0.008 0.042 -0.0130958 -0.470 0.638

The non-parametric test shows that there is no significant difference between actual and expected return from day -15 to +15 (p-value> 0.05), making it impossible
for the investors of Looks Healthcare to outperform the market.

NORMALITY ( P-VALUE)

TABLE 17: SHOWS RESULTS OF STATISTICAL TESTS ON THE ACTUAL RETURN AND EXPECTED RETURN AFTER THE ANNOUNCEMENT DAY (1 TO +15)
NORMALITY ( P-VALUE) | MEAN DIFFERENCE | PAIRED SAMPLE t- TEST | WILCOXON SIGNED RANK TEST
ACTUAL | EXPECTED t- VALUE P-VALUE Z VALUE P-VALUE
0.021 0.080 -0.0191238 | - | - -0.057 0.955

The non-parametric tests show that there is no significant difference between actual and expected return from day 1 to +15 (p- value> 0.05), making it impossible
for the investors of Looks Healthcare to outperform the market.

As per Table 16, the market is efficient because the shareholders are not able to earn excess return. Therefore, we fail to reject the null hypothesis 3 and conclude
that Indian stock market is efficient in semi-strong form in case of bonus issue announcement.

«  SUMMARY

The analysis shows that there is a significant difference between the stock price before and after the announcement of bonus issue. The stock price has increased
significantly in the post- announcement period. Also, the abnormal returns have increased in the post-announcement period but this increase is not statistically
significant. The cumulative abnormal returns also show an increase in the post- announcement period. Thus, it can be said that Looks Healthcare bonus
announcement has had a positive impact on the wealth of shareholders of Looks Healthcare.

As far as market efficiency is concerned, the analysis shows that the investors are not able to earn significant excess returns in the post-announcement period,
showing that Indian stock market is semi- strong form efficient. The informational content of the bonus issue announcement gets quickly impounded into the
stock prices, making it impossible for the investors of Looks Healthcare to use publicly available information to outperform the market.
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CONCLUSION

The main goal of a firm is to maximize the wealth of its shareholders. In this light, an important issue in the area of corporate restructuring is to determine the
effect of bonus issue on the wealth of shareholders of the company.

In past many researchers have tried to address this issue by using event study methodology and have documented mixed results about the impact of bonus issue
on the shareholders of issuing firms. This study has taken a sample of three companies listed on Bombay Stock Exchange, which made bonus issue announcement
during the period 2013-15. To capture short run/immediate effect of bonus issue announcement on the stock price and shareholders return, this study has used
Market Model to calculate abnormal returns and has employed both - parametric and non- parametric tests on it to check the significant differences in two sample
(pre- and post—-announcement) data set. Then abnormal returns have been used to determine CAR (cumulative abnormal returns) to examine the total impact of
bonus issue announcement on shareholder’s wealth. Further, semi-log regression equations have been estimated to test the effect of time on closing adjusted
stock price and abnormal returns. We have tried to find out in what time phase these dependent variables are significant. The two time phases being pre-
announcement and post- announcement periods.

Out of total 3 cases of bonus issues studied, two cases have shown that stock price increases significantly in the post- announcement period and, one case has
shown no significant change. Moreover, we have observed increase in abnormal returns in the post- announcement period in case of two sample firms while a
decrease in abnormal returns in post- announcement period has been observed for one sample firm, but these changes were found to be statistically insignificant
at 5% level. Overall on the basis of majority of bonus issue results, the study concludes that bonus issue announcements have a positive effect on share price
which ultimately increases the returns in the short run.

The positive impact on share price could be due to two reasons. First, the stock is now more liquid. Now that there are so many more shares, it is easier to buy
and sell. Second, a bonus issue is a signal that the company is in a position to service its larger equity. This is because the management would not have given these
shares if it was not confident of being able to increase its profits and distribute dividends on all these shares in the future.

We have also investigated the efficiency of Indian stock market in semi-strong form in the case of bonus issue announcements. Both, parametric and non-
parametric test have been used to test for market efficiency. The finding from this research is that Indian stock market is efficient in semi-strong form in the case
of bonus issue announcements. This implies that the news/ information resulting from the event of announcement of bonus issue is fully discounted by the market.
However, we have considered only 3 cases of bonus issues. There is a need to study a larger sample and explore in future, the results for the issuing firm. The
management of firms can use this information regarding the impact of bonus issue announcement while deciding about/ carrying out these corporate restructuring
activities. Also the investors and other stakeholders, particularly in India, may get an idea of the impact of bonus issue announcement on their wealth and can act
accordingly.
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