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CHAPTER 1

INTRODUCTION

1.1) Background and Significance of the Problem

Researchers have long been interested in the role of stock distribution
particularly in stock dividend and stock split. The stock distribution activities that
have been concentrated by researchers are stock dividend and stock split. These
cosmetic activities only increase the total number of share outstanding without having
an influence on the proportional ownership of shareholders. However, there are some
evidences from past literatures ([1] McNichols and Dravid (1990), [2] Grinblatt and
Titman (1994)) have been shown that stock market has turned out to be positive
reaction when stock distribution is announced. Therefore, all the evidences above lead
to the main objective of this research. What are possible reasons that cause market to

react favorably when this corporate event is announced?

The first possible reason is stock distribution can attract investor’s attention.
This reason is supported by research of [3] Brennan and Huges (1991) who present
that managers decide to distribute stock because they would like to improve analysts’
awareness and lead to increase market value of companies. However, the company
market value cannot increase by only investor’s attention, but it also relies on
company performance. So, if manager would like to attract investor’s attention by

distributing stock, their companies should also have good performance.

The reason that stock distribution company should have good performance is
consistent with signaling hypothesis which claim that manager decide to distribute
stock because they would like to use this corporate event for signaling good company
performance However, when researchers attempt to compare companies’ performance
between stock distribution and non-stock distribution company, the results are still
unclear. For example, [4] Lakonishok and Lev (1987) who analyzed company’s
performance by using earnings and cash dividend as proxies presenting that stock

dividend seems to be a signal of past performance more than future performance



In Thai stock market, investors need to trade in round lot. This regulation
causes friction for trading stock, especially, with investors who have limitation of
wealth. Therefore, when mangers decide to distribute stock by splitting or paying
stock dividend, it will make stock easier to trade because when the number of shares
in market increases, stock price will turn into a lower price range. By this result, stock
distribution will mitigate trading friction. On the other hand, it may cause “liquidity
improvement”. In the end, this liquidity improvement may be the second possible
reason that makes market react favorably when stock distributions are announced.

This concept of liquidity improvement that comes from the reduction of
trading friction is consistent with optimal price hypothesis. It is claimed that managers
decide to distribute stock since they would like to turn stock price into optimal price
range. In order to find evidence that supports the transformation of optimal price
range, this hypothesis also focuses on liquidity because in optimal price hypothesis, it
is believed that when stock price turn into optimal range, investor will increase their

trading activity which also lead to liquidity improvement.

The third possible reason that causes market to react favorably with stock
distributions announcement also comes from the reduction of stock price because this
reduction can lead not only to liquidity improvement but also to increase buying
demand flowing into stock. Seeing that before stock distribution effective date, there
are some investors who would like to be shareholders, but they have a limitation of
wealth which makes them cannot afford this stock. Therefore, when price turns into
lower price, it is a good opportunity for them to buy stock. At the end, this reason may
cause rising price during effective date. By this mechanism, it is possible to cause
abnormal return during announcement date since some group of investors who have
enough power to afford decide to buy stock during this period because they know that

stock will give abnormal return during effective date.



Figure |

Time Line of Announcement and Distribution Date

This time line shows the process of stock distribution. Managers need to announce
that their companies will distribute the stock on the announcement date. Then, the
number of share outstanding will increase in the effective date

Abnormal Return During Abnormal Return
Announcement Date During Effective Date

t t

Increasing of Buying Demand

This assumption of stock distribution that causes buying demand flow is also
consistent with optimal price hypothesis. Since, the buying demand flow which is
assumed to come from individual investors who have less wealth than other groups.
Similarly, by optimal price hypothesis, it is showed that managers would like to turn
stock price into optimal price because they want to attract investors especially
individual investors since they believe that individual investors do not have enough
power to control companies. However, this explanation is still unclear because
normally the proportion of institutional ownership will decrease after it splits, it
increases instead. ([5] Dennis and Strickland (2003), [6] Maloney and Mulherin
(1992)). All above leads to the question that if market really has abnormal return

during effective date, which group of investors buy stock in that period.

1.2) Research Objective
To examine what are the possible reasons that cause market to react favorably

during stock distribution announcement date.

1.3) Research Hypothesis

1.3.1) Increasing of Investor’s Attention

The first possible reason which causes abnormal return during announcement
date is the increasing of investor’s attention. So, we would like to present the first

hypothesis to support this reason.



H1: If stock distribution announcement can attract investor’s attention, the
number of recommendations that issue by analysts who follow stock distribution

should increase.

The reasonable objective to attract investor’s attention is that manager would
like to increase company market value. However, the company market value cannot
be increased only by investor’s attention, but it also relies on company performance.
By this condition, we will compare the performance between stock distribution and

non-stock distribution company before finding the evidence to support this hypothesis

1.3.2) Liquidity Improvement

When stock is distributed into market, stock price will decrease due to the
increasing number of shares outstanding. This procedure leads to reduce some portion
of trading friction because this lower stock price make itself to be traded easier. As a
result, investor will increase their trading activities which cause liquidity
improvement. To support the liquidity improvement that it can be possible reason to

make market react positively, we present the second hypothesis

H2: If stock distribution can lessen some portion of trading friction, we should
discover this liquidity improvement by observing abnormal trading volume during

effective date.

Since, each group of investors has different level of wealth. So, trading
friction which come from high price may affect only investor who has limitation of
wealth. Then, when this friction is reduced from stock distribution, this group of
investors should increase their trading activities. However, it is possible that other
groups may also increase their trading activities because when a group of investors
who has limitation of wealth increase their trading activity and provides liquidity to
market. This liquidity may relieve other trading friction such as slippage for other
groups of investors. So, this is interesting question, which group of investors increase

their trading activity during effective date.

H3: If any investors obtain benefit from the reduction of trading friction, we
should discover their increasing of trading activities after stock price is adjusted into

the lower range.



Seeing that, when managers decide to distribute stock, price is affected
directly. So, there is interesting questions which price range causes investors to
increase their trading activities. whether this price range need to be the lowest price

range or not.

H4: If any price range cause investors to gain benefit from the reduction of
trading friction, this price range should have correlation with the increasing of

investors trading activity.

1.3.3) Increasing of Buying Demand

The reduction of trading friction comes from the decreasing price of stock
market. The consequences of this reduction are not only liquidity improvement but
also the increasing of buying demand because when price turn into lower range, this is
an opportunity to buy this lower price stock for investor who face with trading

friction. So, we present the fifth hypothesis to support this argument

H5: If any group of investors who have been limited by their wealth obtain an
opportunity to buy stock from price reduction, we should discover their abnormal

buying demand after stock price is adjusted into lower range.

Seeing that, the result from this section will reveal which group of investors
decide to buy stock after effective. Then, this result can answer the question: whether
stock distribution is a useful device for managers who would like to attract some

group of investors or not.



CHAPTER 2

LITERATURE REVIEW

The previous stock distribution researches are classified by explanations of
why manager decide to distribute stock. These explanations are divided into two
major hypotheses. The first is optimal price hypothesis and the second is signaling
hypothesis. Both hypotheses give a fundamental concept for presenting possible

reason which cause abnormal return during stock distribution announcement date.

2.1) Optimal Price Hypothesis

Optimal price hypothesis is one of the major hypotheses that tries to explain
the aim of stock distribution and change in market activities around effective date.
This hypothesis suggests that managers employ stock distribution to restore their price
to optimal price range which is supported by the study of [7] Angel (1997). This
research shows that the trading ranges of stock around the world tends to be stable
over time. Moreover, the average NYSE stock price from 1943 to 1994 remained
almost the same. Also, when stock price rises above a country’s usual range,

companies often distribute stock to restore their price to usual range.

[4] Lakonishok and Lev (1987) compare stock price by divided into two
groups: stock distribution companies and non-stock distribution companies. They find
that during four years before splitting, price of splitting companies had become
significantly higher than non-splitting companies and during the post-split period the
average price gap between the two groups was quickly narrow. This result also
supports optimal price hypothesis. Furthermore, [8] Baker and Gallagher (1980) who
do survey managers’ opinions of stock split. The results of surveying show that the
majority of financial executives agree that stock splits are a useful device to bring the
stock price into an optimal price range and it is attractive to investors who are usually

thought to be individual investors.

Moreover, managers want to attract individual investors by bring stock price
into (lower) optimal price because an increasing in size of company’s investors base

may improve analysts’ awareness and lead to increase market value of companies



based on [3] Brennan and Huges (1991) idea who present a positive relationship
between the increase in number of analysts following split. [9] Dyl and Elliot (2006)
also find the number of shareholders of splitting companies is 59% more than non-
splitting companies during the first four years after splitting. This evidence supports
the concept that managers use stock distribution to manage company’s prices level in
order to increase company’s investors base and company’s value. Furthermore, [10]
Powell and Baker (1993) suggest that managers want to diffuse ownership because
individual investors do not have enough power to control companies. However, some
prior researches also reported that proportion of institutional ownership is increased,
rather than decreased, after split. ([5] Dennis and Strickland (2003), [6] Maloney and
Mulherin (1992)) Therefore, it is possible to say that not only individual investors, but
also other groups prefer lower optimal range.

In order to find the evidence about whether stock distribution can return price
to optimal range, existing researches will focus on liquidity improvement because
they believe that if stock distributions can restore stock price to an optimal range, the
liquidity for trading may rise. Since an (lower) optimal price can make investors
afford to buy round lots easily. However, this explanation for liquidity improvement
seem to be unclear. For example, [11] Nguyen and Wang (2013) find an increasing
number of individual trades in China, [12] Lin Singh and Yu (2009) also support the
liquidity improvement by examining trading continuity. Therefore, the research that
uses the number of trades as a proxy of liquidity will find the improvement. However,
the reports which employ dollar volume or volume as proxy ([13] Copeland et al.
(1979), [14] Lamoureux and Poon (1987)) show reduction on liquidity. Therefore, the

evidence of liquidity improvement seems to be sensitive to use proxy.

2.2) Signaling Hypothesis

Signaling hypothesis is another important hypothesis. This hypothesis argues
that managers decide to distribute stock for signaling about company’s future
performance which it is supported by many studies. [15] Grinblatt, Masulis and
Titman (1984) display that an announcement of stock split generates abnormal return
about 3% which is consistent with Study of [16] Woolridge and Chambers (1983)

who mentioned that market usually reacts unfavorably to reverse-split announcement.



Moreover, [17] Foster and Vickrey (1978) also find that stock dividend
announcements signal positive information to investors by examining aggregate
market reaction around the declaration dates. Lastly, [18] Swanson et al. (1993) show
that the stock split announcement effect of poor-information companies is greater than

rich-information companies.

However, [19] Nayak and Prabhala (2001) examine whether split
announcement signal information about future dividend and conclude that stock split
explains only a little about future dividend change. This study is consistent with [11]
Nguyen and Wang (2013) who can’t find any proof that stock dividends in China
signaled information for the first and second year after the announcement year of
stock dividends. Moreover, [4] Lakonishok and Lev (1987) who analyze company’s
performance by using earnings and cash dividend as proxies indicate that stock
dividend seems to be a signal of past performance since the company’s performance
in post-announcement date has slightly different from company’s performance control
group comparing to the pre-announcement period. As a result, it is still questionable

about what stock distribution really signal.



CHAPTER 3

DATA

3.1) Price, dollar volume, market price index, financial data
Daily stock prices, trading volume and market index are obtained from
Thomson Reuter data stream. Financial data such as total asset, book to market ratio

net profit margin and payout ratio are also retrieved from data stream.

3.2) Stock distribution announcement date stock distribution effective date
Historical stock distribution announcement and effective date for each listed
company have been retrieved from SET Smart between 2011 and 2015 and exclude
data which coincides with other corporate events such as cash dividends to avoid
confounding effect which is raised by [20] Miller and Scholes (1982). Furthermore,
we exclude some companies with no data on stock prices, from previous year to the

following year after the announcement or effective date.

3.3) The Number of Recommendation
The number of recommendations that issue by analysts between year 2010 and
2016 are retrieved from Thomson Reuter data stream.

3.4) Market microstructure data

Deal volume, buy volume, sell volume and deal price of transactions which
are separated into individual, institutional and foreign investors have been collected
from micro market data which have been provided from Stock exchange of Thailand
(SET). This unique dataset are precise proxies of each group of investors’ activities.
Applying this dataset will avoid problems of misinterpretation. For example, using a
large size trading which refers to a proxy of institutional trading will ignore the ability
of institutional traders to split their size of trading ([21] Lee and Radhakrishna
(2000)).

Moreover, these unique datasets provide ability to calculate a buy-sell

imbalance. This proxy is a representative of investors’ direction to buy or sell stock



that are useful to test hypothesis which focuses on the investor’s reaction to stock

distribution event.

10
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CHAPTER 4

METHODOLOGY

In the first section of methodology, we start the test in order to ensure that
market has positive reaction with stock distribution announcement. We will study on
both stock split and stock dividend by following [11] Nguyen and Wang (2013) and
apply a standard event study methodology to observe abnormal return around
announcement. We compute abnormal return based on parameter from market model.

The estimation period is day 270 through day 21 before announcement date.

Rit = a; + BiRm + & 1)
Where (1) Ri; is the return of stock i on day t. (2) Rm; is the return from SET index on
day t

The abnormal return on an event day is the difference between actual return on

that day and the expected return which is calculated by market model.

AR;y = Ryy — (a; + BiRm) (2)
Then, we compute sample average abnormal return in 10 days consecutively
before and after announcement date. Then, we also compute cumulative abnormal
return (CARs) in different event windows (For example, [-1,0], [-2, +2], [-5, +3], [-
10, +5]) Then, we employ t-test on these data and expect results to have a significance

greater than zero.

4.1) Market Awareness

To support the first hypothesis. It is claimed that managers would like to
attract investor’s attention because they would like to increase company market value.
However, company market value also reflects company performance. As a result, if
managers decide to distribute stock in order to improve company market value, their

companies should have good performance.

Therefore, we will apply methodology of [4] Lakunishok and Lev (1987) to
create control groups of stock distribution companies. Specifically, we create control

groups of stock split company by these following criteria: (1) companies in the same



12

industry as the treatment group which are stock split companies between year 2011 to
2015 (2) total asset is the closest to the treatment company’s total asset in previous
year from the effective date (3) control companies must not split stock over five years
of sample period. Next, we also create control groups of stock dividend company but
we use the a few different criteria that are (1) companies that are in the same industry
as the treatment group which are stock distribution companies between year 2011 to
2015 (2) total asset is the closest to the treatment company’s total asset in previous
year from the effective date (3) control companies must not pay stock dividend over

five years of sample period.

We will retrieve dataset which display company performance from both
groups. The first proxy is net profit margin which is a representative of performance
for generating revenue compare to their sales. Another proxy is Payout ratio which
present company’s potential to give profit back to investors. Then, we will compute
growth rate of operating performance due to [22] Barber and Lyon (1996) reveals that
test statistics using changes in operating performance are more powerful than those
using levels. This growth rate will be computed before and after announcement date

in many event windows. (i.e. 0-3, 3-6, 6-9, 9-12, 0-12 month)

Then, we calculate the cross-sectional average for each level and each growth
rate Then, we will compare these proxies of performance between treatment and
control group by using two-sample t-test. The results are expected to be greater than

Zero.

Moving to the main analysis of this section, we would like to find the evidence
to support that stock distributions can attract investor’s attention because this
increasing of investor’s attention might be one of the possible reasons which cause
abnormal return during announcement date. In this section, we will employ the

number of analysts who follow company as a proxy of investor’s attention.

Then, to compare the changing of investor’s attention between stock
distribution and non-stock distribution company. So, we also apply same
methodology of [4] Lakunishok and Lev (1987) to create group of non-stock

distribution company.
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In this section, we use number of recommendations which are publish by
analysts who follow the companies to be a proxy of analyst’s attention. Then, we
employ Difference in Difference model in order to present whether stock distribution

can influence an increasing number of recommendations or not.

Y; = Bo+ BiD{t + B,DPF + :83DiPOStDiSp + B4CD; + BsIND; + ¢; (3)
Where (1) Y; is the number of recommendations of company i. (2) D7 is a

binary variable which equals to one if the number of recommendations is collected
after stock distribution announcement date. (3) Dis” is a binary variable which equals
to one if the number of recommendations comes from the treatment group. (4) CD; is
binary variable which equals to one if during one year before month of
announcement, company i pay cash dividend. We use CD; as a control variable
because we believe that companies that pay cash dividend will obtain investor’s
attention more than non-cash dividend company. (5) IND;is binary variable which
equals to one if during one year before month of announcement, company i is
included in SET50 index. We use IND; as a control variable because we believe that
companies which are included in SET50 index will obtain investor’s attention more

than companies that are not in index.

We will do this analysis on both stock split and stock dividend announcement
and expect that $5 should be significantly greater than zero since this coefficient
exposes that there is the difference of an increasing the number of recommendations

of stock distribution and non-stock distribution companies.

4.2) Liquidity improvement

The objective of this section is to study liquidity improvement during effective
date. Since we have assumption that stock distribution will reduce trading friction. So,
after effective date, investors’ trading activities of stock distribution company should
increase and lead to liquidity improvement. As a result, this can be a possible reason
which makes market react favorably when stock distributions are announced.
Moreover, the study of liquidity improvement is consistence with optimal price
hypothesis which claims that stock liquidity will increase when stock price is turned

into optimal price range.
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We start to answer the Second hypothesis by observing liquidity during
effective date by using standardized dollar volume for creating a proxy of liquidity.
We standardize dollar volume by average trading volume in order to compare daily
trading volume with the average trading volume before effective date (between day
270 to day 21 before effective date).

Dollar Volume; ; = Volume; ; x Stock price; 4 4)

Dollar Volume; 4 (5)
Average Dollar Volume;

Standardize Dollar Volume; 4 =

Where (1) Volumei g, is a number of shares of stock i which are traded on day d. (2)
Stock priceiq is a price of stock i on day d. (3) Average dollar volume;j is average daily
dollar volume of stock i between day 270 and 21 before effective date.

Then, we apply methodology of [23] Kaniel, Saar and Titman (2008) in order
to observe abnormal trading volume which is a representative of liquidity
improvement around stock distribution effective date. So, we define ATVig4 as

abnormal trading volume for stock i which is traded on day d as: -

ATV, 4 = Standardize Dollar Volume; 4

1 p 6
wAa Z Standardize Dollar Volume; 4 ( )

Day 270 to 21 before
Effective Date

We also define cumulative abnormal trading volume over the period [t,T] by using

dollar volume as:

T
CATV}, 7y = Z ATV, 4 @
d=t
Where the period is defined relative to the effective date (day 0)

Then, we compute ATV for each event in 21 days consecutively before and
after effective date. After that, we also compute CATV for each event by focusing on
effect which occurs during effective date (for [-5, -5], [-3,3] and [0,1]) and effect
which occur before or after effective date (for before: [-21, -1], [-21, -10], [-10, -1] for
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after: [1,10], [10,21], [1, 21]). Then, we compute the sample average for each variable

and test them by using a t-test. The results are expected to be greater than zero.

Since existing studies present confounding empirical result due to the
sensitivity of proxies. For example, some studies that use volume as the proxy of
liquidity find that it decreases after the split ([14] Lamoureux and Poon (1987) and
[24] Conroy et al. (1990)). However, the other study ([11] Nguyen and Wang (2013))
that uses the number of trades as proxy of liquidity reports the increase of liquidity
after stock distribution. So, this research will try to examine liquidity improvement by
using ILLIQ which is presented by [25] Amihud (2002). This alternative measurement
of illiquidity can be interpreted as the daily price responses to one dollar of trading
volume. This proxy is consistent with [26] Kyle’s (1985) concept of illiquidity that is

the response of price to order flow Then, ILLIQ can be calculated by this formula:

D;

ILLIQ; = 1/Diz |R; a|/VOLD; 4 (8)

t=1
Where (1) Dj is the number of days when trading volume is positive for stock | (2) Rid
is the return on stock i on day d (3) VOLD:i q is the respective daily dollar volume of

stock i on day d

After that, we calculate A ILLIQ which is the difference of ILLIQ before and
after the effective date. The period of ILLIQ’ event windows before and after the
effective date for each A ILLIQ will have the same amount of days. (10, 20, 40, and
60 trading day) Then, we calculate the sample average for each difference on both
stock split and stock dividend and test them by using a t-test and expect to have a

significance greater than zero.

Next, to answer the third hypothesis, this section will examine which group of
investors obtain the benefits from price reduction after stock distribution effective
date by using the assumption about the any groups of investors that gain this benefit
will increase their trading activity. On the other hand, this group of investors will

provide liquidity during effective date.

In this section, we employ standardize summation of buy and sell dollar

volume of each group of investors (individual, institutional and foreign investors)
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which refers to a standardize summation of buy and sell dollar volume of all
investors’ transaction in each day. So, we will calculate this variable by following

this equation.

Summation of

Buy and Sell Dollar Volumeid].

©)
= Z (Buy Vol ; = Stock price;; + Sell Vol;, j * Stock price;;)
Transactions
which are
excecuted by investor
group jondayd
Standardize Summation of
Buy and Sell Dollar Volume, , .

— (10)

Summation of Buy and Sell Dollar Volume, 4 ;

- Average Summation of Buy and Sell Dollar Volume; 4 ;

Where (1) Buy Volumei g is a number of shares of stock i which are bought by
investors of group j on transaction t. (2) Sell Volumei g, is a number of shares of stock
i which are Sold by investors of group j on transaction t. (3) Stock price; is a price of
stock i on transaction t.(4) Average summation of buy and sell dollar volume; is
average daily summation of buy and sell dollar volume of stock i between day 270

and 21 before effective date.

Then, we still apply [23] Kaniel, Saar and Titman (2008) to observe abnormal
trading volume around stock distribution effective date. This section will be analyzed
on both stock split and stock dividend, but it will be focused deeply on trading activity

for each group of investors.

We define ATVigq; as abnormal trading volume for stock i which is traded by investor

group jondayd

Standardize Summation of

_ Standardize Summation of (13)
"~ Buy and Sell Dollar Volume,

1

T Buy and Sell Dollar Volume; 4 ;
d.j Day 270 to 21 before o
Effective Date

We also calculate cumulative abnormal trading volume over the period [t, T] for each

ATV, 4

group of investors as
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T
Lj _
CATVyy = 2 ATV 4 (14)
d=t
Where the period is defined relative to the effective date (day 0)

Then, we compute ATV for each event in 21 days consecutively before and
after effective date. After that, we also compute CATV for each event by focusing on
effect which occurs during effective date (for [-5, -5], [-3,3] and [0,1]) and effect
which occur before or after effective date (for before: [-21, -1], [-21, -10], [-10, -1] for
after: [1,10], [10,21], [1, 21]). Then, we compute the sample average for each variable

and test them by using a t-test. The results are expected to be greater than zero.

Next, to answer the question about which price range will affect investors’
trading activity. This section will start analyzing by classifying cumulative abnormal
trading volume which results from the previous section by looking at price after stock
distribution and matching them with price range. By using this price range, we will
classify price after effective into three groups which are low price, middle price and

high price.

After that, we present regression models which will be applied on both stock
split event and stock dividend event for observing the relationship between price after

effective date and investors’ trading activity. The model is

2
CATV = Bo+ Z B; Post Price Range; + oM /B_, + BsASSET_, + &,
i=1

(15)

Where (1) CATV"; 1] is a cumulative abnormal trading volume over the period [t,T]
by using standardize summation of buy and sell dollar volume. (2) Post Price Rangei
is binary variable which equals one if post stock price is in that range. The source of
this range come from the objective that we would like to classify the data by price
after effective into three group equally. Since, in this analysis, we will define low
range as the default range. B, will be a coefficient of this range. So, 3, of post price

range 1 will show the difference between coefficient of middle range and default

! Price range for stock split event -Low range: Price is lower than 2.32, Middle range: Price is between
2.32t0 9.7, High range: Price is higher than 9.7

Price range for stock dividend - Low range: Price is lower than 4.92, Middle range: Price is between
4.92 to 11.1, High range: Price is higher than 11.1
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range and 3, of post price range 2 will show the difference between coefficient of
high range and default range. (3) M/B.1 is the market to book ratio of equity in
previous year. We employ it as a control variable of undervaluation since M/B ratio
can contain information on the company’s growth options introduced by [27] Opler
and Titman (1993), [28] Ikenberry et al (1996). Lastly, (4) ASSET-1 is the natural
logarithm of total assets in previous year. We employ it as a control variable of
information asymmetry since less information is available for small companies as

suggested by [29]Brennan and Copeland (1988).

We expect that the coefficients of post price range which has an effect on

investors’ trading activity will be significantly greater than zero.

4.3) Increasing of buying demand
From the fifth hypothesis, when stock price decrease, it is easier to buy the
round lot especially for investors who have limitation of wealth. Therefore, after the

effective date, this limitation will decrease and may lead to buying demand.

To find the evidence which support this hypothesis, we present buy-sell
imbalance to be a proxy in this analysis since this variable gives us an aspect about

investor’s direction to buy or sell.

Buy dollar volume; 4 j — Sell Dollar Volume; 4 ;

Imbal idi=
MoALanceia,; Buy dollar volume; 4 ; + Sell Dollar Volume; 4 ; (16)

Where (1) Buy dollar volumeigq; is a total buy dollar volume of stock i which is
executed by investor group j on day d times stock price on day d.(2) Sell dollar
volumeiqj is a total sell dollar volume of stock i which is executed by investor group j

on day d times stock price on day d.

To test hypothesis 5, we still apply [23]Kaniel, Saar and Titman (2008) to
observer abnormal net trading each group of investors around stock distribution

effective date we will analyze on both stock split and stock dividend.

We define ANTi 4 as abnormal net trading for stock i which is traded by investor

group jondayd
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ANTi,d,j = Imbalancei'd'j - Imbalancei,d,j

Day 270 to 21 before (17)
Effective Date

|-

We also define cumulative abnormal net trading over the period [t,T] for each group

of investors as

T
CANT[lt‘T] = Z ANTi,d,j (18)
k=t

Where the period is defined relative to the effective date (day 0)

Then, we compute ANT for each event in 21 days consecutively before and
after effective date. After that, we also compute CANT for each event by focusing on
effect which occurs during effective date (for [-5, -5], [-3,3] and [0,1]) and effect
which occur before or after effective date (for before: [-21, -1], [-21, -10], [-10, -1] for
after: [1,10], [10,21], [1, 21]). Then, we compute the sample average for each variable
and test them by using a t-test. The results are expected to be greater than zero.
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CHAPTER 5

EMPIRICAL RESULTS

5.1) Abnormal Return During Announcement Date

To present the reaction of investors in Thailand’s stock market with the stock
distribution announcement. We observe the stock return during the announcement
date. the result? indicates that both stock split and stock distribution companies have
abnormal return during the announcement date. For stock split, the abnormal return
occurs from 3 days before announcement date to 1 day after announcement date. For
stock dividend, the abnormal return occurs from 4 days before announcement date to
1 day after announcement date. This evidence shows the possibility that some
investors know that company will have an announcement before the public. This
possibility leads to information leaking and causes abnormal return before
announcement date. Lastly, we also computed cumulative abnormal return. The
results of both stock split and stock dividend are greater than zero in every event
window. So, all these results lead to conclusion that the investors in Thailand’s stock

market also react positively with stock distribution announcement.
Table |

Average Cumulative Abnormal Return during Announcement Date

The daily abnormal return is the difference between the actual return and its expectation which is computed by
market model (The estimation period is day 270 through day 21 before announcement date). The cumulative
abnormal return of each event is computed in various event windows. The first reported result in this table is the
average of cumulative abnormal return of both stock split and stock dividend companies during the announcement
date. The second is the result of significant level by employing T-test. This table will show * and **, if the daily
abnormal return is greater than zero at the significant level of .05 and .01 respectively.

Event Windows Stock Split Stock Dividend
Day-1toDayO0 4.03** 1.80**
Day -2 to Day 2 6.05** 3.08**
Day -5 to Day 3 7.98** 4.00**
Day -10 to Day 5 8.63** 4.41**

2 See appendix1 for additional information about daily abnormal return for various before and after
announcement date.
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5.2) Increasing of Market Awareness

Since, this research is to find the evidence that support the hypothesis of stock
distribution announcement that can attract investor’s attention. By Comparing the
performance between stock distribution and non-stock distribution companies will
support this hypothesis because if a company performance is better than any others, it

is reasonable for manager to decide to attract market attention.

The performance of stock distribution company will be retrieved from
companies that announce to split their stocks or pay stock dividend between year
2011 to 2015. We need to compare this performance with non-stock distribution
companies. Therefore, we create the group of control company by applying
methodology of [4] Lakunishok and Lev (1987). In this summary statistic, we use net

profit margin and payout ratio to be representatives of company performance.

The results indicates that there is no difference between performance of stock
split companies and their control group. However, when comparing between stock
dividend companies and their control companies, the result of net profit margin shows
that stock dividend companies have better performance than their control group.
However, this superior performance is the performance before announcement date.
This result is consistent with the study of [4] Lakonishok and Lev (1987) who present
that stock dividend seems to be a signal of past performance more than future
performance. Moreover, the result of payout ratio indicates that, before announcement
date, stock dividend companies paid cash dividend less than their control group
significantly. By all these evidences, it cannot be concluded that both stock split and
stock dividend companies have performance better than control group after the

announcement date.

% See appendix2 for additional information about the growth of performance.
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Table Il

Average Net Profit Margin for Various Pre and Post Stock Distribution Announcement Date

This table shows the average of net profit margin of treatment and control group of both stock split and stock
dividend companies. The treatment group is the group of stock distribution companies in the sample period. For
control group. this is the criteria for creating. (1) companies in the same industry as the treatment group (2) total
asset is the closest to the treatment company’s total asset in previous year from the effective date (3) control
companies must not distribute stock over five years of sample period. This table also presents the level of the
difference of net profit margin between treatment and control group. By employing T-test, if this difference is
greater than zero at the significant level of .05 and .01, This table will show * and ** respectively.

. Stock Split Company Stock Dividend Company
Period
(In Quarter) Pre Post Pre Post
Treatment Control Treatment Control |Treatment Control Treatment Control
Now 10.05 9.79 13.74** 6.21

10.61 7.56 8.27 9.46 13.50* 8.04 12.02 5.65
10.68 8.00 8.90 8.98 12.89 9.75 11.23 5.01
7.18 7.87 13.99 9.59 9.49 11.25 11.10 4.36
10.90 8.66 15.90 11.41 9.74 15.62 10.87 5.98
8.40 8.31 2.15 7.27 10.59 17.49 9.00 7.83

o~ WDN B

Table 11

Average Payout Ratio for Various Pre and Post Stock Distribution Announcement Date

This table shows the average of payout ratio of treatment and control group of both stock split and stock
dividend companies. The treatment group is the group of stock distribution companies in the sample period. For
control group, this is the criteria for creating. (1) companies in the same industry as the treatment group (2) total
asset is the closest to the treatment company’s total asset in previous year from the effective date (3) control
companies must not distribute stock over five years of sample period. This table also presents the level of the
difference of payout ratio between treatment and control group. By employing T-test, if this difference is greater
than zero at the significant level of .05 and .01, This table will show * and ** respectively.

. Stock Split Company Stock Dividend Company
Period
(In Year) Pre Post Pre Post
Treatment Control Treatment Control |Treatment Control Treatment Control
Now 44.11 37.95 36.95 42.47
1 38.30 37.79 42.99 37.68 2437 37.41 39.60 40.90
2 40.06 40.41 42.21 40.21 42.13 38.54 40.14 41.19

Next, for answering the first hypothesis which claim that stock distribution can
attract market attention. We started our main analysis by comparing number of
recommendations between month before and after Month of Announcement date. We

did this analysis on group of stock split companies, group of stock dividend company
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and their control groups. However, the result* indicates that there is no improvement

with number of recommendations.

Moreover, we employed difference in difference model to detect the
improvement of market attention, but the result also indicates that there is no
significant changing. So, in this research, we do not discover the evidence which can
support the argument of first hypothesis.

However, in this difference in difference model, we have control variable
which will equals to one, if, during one year before collecting number of
recommendations, the companies who own that recommendation have cash dividend
payment. The result shows that this control variable has significant correlation with

number of recommendations.

The possible reason of paying stock dividend is company manager may know
that analyst’s attention has correlation with their decision of dividend payment.
Therefore, they may want to continue their dividend payment. This evidence is
consistent with summary statistic of company performance and signaling hypothesis.
However, it does not signal about better company performance in the future, but it

signals that company do not have a bad performance and still can pay the dividend.

Table IV

Coefficient of Each Variable in Difference in Difference Model

To measure the change of the number of recommendations which is the proxy of market’s attention, the difference in difference
(DID) regression model is employed in this analysis. The equationis v, = f, + 8,0 + B,DF + B, DFo*D’¥ + B,CD, + fIND, + ¢,
Where (1) ; is the number of recommendations of company i. (2) D7 is a binary variable which equals to one if the number of
recommendations is collected after stock distribution announcement date. (3) D;¥ is a binary variable which equals to one if the
number of recommendations comes from the treatment group. (4) CD; is binary variable which equals to one if during one year
before month of announcement, company i pay cash dividend. (5) IND; is binary variable which equals to one if during one year

before month of announcement, company i is included in SET50 index. This table shows coefficient of each variable in the DID
equation. If its p-value is significant at level of .05 and .01. This table will show * and ** respectively.

Stock Split Company Stock Dividend Company

It D" D¥ Dpfetp?  CD IND It~ D"  D¥ Df*'p;¥ CD IND
095 -0.06 -0.22  -0.15 016  8.60* | 057 -0.08 0.8 024 1.94*  7.26**

4 See appendix3 for additional statistics about the difference of number of recommendations.
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5.3) Summary Statistics of Stock Price after Effective Date and Investor
Trading Behavior

Form the second and third possible reason for explaining why stock
distribution announcement causes abnormal return, this research aims to studied about
the effect of trading friction reduction on each group of investors. Therefore, we
would like to present the summary statistics that are consistent with stock price after

effective and investors trading behavior.

5.3.1) Proportion of Daily Trading Volume®

In order to indicate which group of investors is the majority trader in stock
split or stock dividend company, we will compute sum of daily buy and sell dollar
volume of each group of investors. In the next step is to compute the average this
daily total dollar volume by using the data between day 41 to 21 before effective date.
Then, we compare these averages among these groups of investors. The result shows
that the highest significant proportion is a retail investor (Stock Split — 76.53% Stock
Dividend — 70.87%). The second significant proportion is institutional investors
(Stock Split — 11.77% Stock Dividend — 14.36%) and the third is foreign investors
(Stock Split — 11.66% Stock Dividend — 14.18%). Therefore, this research will focus

on these three groups of investors

5.3.2) Price Range and investors’ trading behavior®

To find the relationship between stock price and trading behavior of each
group of investors in the stock exchange of Thailand. We computed summation of
buy and sell daily dollar volume of each group of investors by using data between
year 2011 and year 2015 Then, we classified this summation into each different price
range’ and calculated the average of this daily summation. At the end, we compared

this average among group of investors in each price range. This summary statistics

> See appendix4 for additional statistics about the proportion of daily trading volume.

6 See appendix5 for additional statistics about the price range and investors’ trading behavior
" We apply price range which is provided by stock exchange of Thailand. The minimum price
movement prescribed by this price range.
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Figure 11

The Proportion of Daily Trading Volume of Each Group of Investors Classified by Price Range

This table displays the proportion of average summation of buy and sell dollar volume for presenting which group
of investors is the majority group of traders in these stock distribution companies. This average is calculated by using
data between day 41 and day 21 before effective date.

The Proportion of Daily Trading Volume of Each Group of Investors Classified by

Price Range
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5.3.3) Stock Price Before and After Effective Date?

We compared between stock price before and after effective date. For stock
split companies, the data indicate that there is a significant difference of price between
these two periods. However, in stock dividend companies, we didn’t find this
difference. So, it is possible that the reduction of trading friction occurs only in the
stock split companies. Moreover, we have a notable point in this summary statistics
there is price after effective of stock split companies is close to price of stock
dividend company. This evidence indicates that even if splitting stock can reduce
more trading friction than paying stock dividend, the rest of trading friction after

splitting is quite the same as paying stock dividend.

8 See appendix6 for additional statistics about the stock price before and after effective date.
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5.4) Liquidity Improvement

5.4.1) Liquidity improvement of stock split and stock dividend®

We studied liquidity improvement of stock distribution company by using
standardize dollar volume to be a proxy of liquidity. In stock split, the result°
indicates that it has a significant increasing of trading activity. We discover that
abnormal standardize dollar volume begins on 4 days before effective date until 20
days after effective date. This evidence shows that increasing of liquidity does not
appear only during effective date but still exist until at the end of event windows.
Moreover, we also calculated cumulative abnormal standardize dollar volume. In

stock split, the cumulative in every event window are significantly greater than zero.

So, this evidence is consistence with second hypothesis which suggest that
when price turn into lower range after effective date, it will mitigate of trading friction

and lead to increasing of trading activity.

However, in stock dividend company, we do not find any evidence which
support the liquidity improvement. This result is consistent with the summary
statistics of stock price before and after announcement date. Since, there is no
significant difference between price before and after effective date in stock dividend
company. So, it indicates that paying stock dividend cannot reduce trading friction

and lead to no liquidity improvement.

® We also do the analysis by using ILLIQ as proxy of illiquidity. However, we did not find the
significant liquidity improvement. The possible reason is ILLIQ is proper proxy in very long term
(yearly effect) and the increasing of trading activity during effective date is the phenomenon in the
short term (daily to monthly effect). This result of analysis which uses ILLIQ as proxy is present in the
appendix7.

10 See appendix8 for additional information about daily abnormal standardize dollar volume pre and
post effective date
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Table V

Average Cumulative Abnormal Standardize Dollar VVolume during Effective Date

To standardize daily dollar volume. Dollar volume will be divided by its average which is computed by
using dollar volume between 270 and 21 before effective date. The abnormal standardize dollar volume is the
difference between the actual standardize dollar volume and its expectation which is computed by averaging
the standardize dollar volume between 270 and 21 before effective date. The cumulative abnormal standardize
dollar volume of each event is computed in various event windows. The first reported result in this table is the
average of this cumulative abnormal standardize dollar volume of both stock split and stock dividend
companies during the announcement date. The second is the result of significant level by employing T-test.
This table will show > and **, if the cumulative abnormal standardize dollar volume is greater than zero at the
significant level of .05 and .01 respectively.

Event Windows Stock Split Stock Dividend
Day -21 to Day -1 10.26** 0.97
Day -21 to Day -10 3.60* 0.93
Day -10 to Day -1 7.21** 0.34
Day 0 to Day 1 3.39** 0.03
Day -3 to Day 3 11.83** -0.3
Day -5 to Day 5 15.87** 0.58
Day 1 to Day 10 16.15** 1.24
Day 10 to Day 21 27.51** 2.28
Day 1 to Day 21 41.35** 3.39

5.4.2) Increasing of trading activity of each group of investors

To answer the third hypothesis which suggest that investors who obtain the
benefit from reduction of trading friction should increase their trading activity. So, we
will analyze trading activity of each group of investors by using summation of buy

and sell standardize dollar volume to be a proxy.

In stock split company, the evidence!! indicate that retail investors
significantly increase their trading activity. This increasing occurs on 4 days before
effective date. So, we can identify that retailer is the group of investors who provide

liquidity before effective date in the previous section.

So, this increasing of trading activity of retailer who have lowest wealth on
average supports the third hypothesis which claimed that the investors who get the
benefit from the reduction of trading friction is the investors who have been limited

by their wealth.

11 See appendix9 for additional information about daily abnormal summation of buy and sell
standardize dollar volume of each group of investors for various pre and post effective date
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Table VI

Average Cumulative Abnormal Standardize Summation of Buy and Sell
Dollar Volume During Effective Date

To standardize daily summation of buy and sell dollar volume of each group of investors. This summation will be divided by its
average which is computed by using summation of buy and sell dollar volume between 270 and 21 before effective date. The
abnormal of this standardize summation is the difference between the actual standardize summation and its expectation which is
computed by averaging the standardize summation between 270 and 21 before effective date. The cumulative abnormal standardize
summation of each event is computed in various event windows. The first reported result in this table is the average of this
cumulative abnormal standardize summation of both stock split and stock dividend companies during the announcement date. The
second is the result of significant level by employing T-test. This table will show * and **, if the cumulative abnormal standardize
summation is greater than zero at the significant level of .05 and .01 respectively.

. Stock Split Stock Dividend
Event Windows - - — - - —
Retail Foreign Institution Retail Foreign Institution

Day -21 to Day -1 10.88** 3.59 -0.38 -0.40 3.25 -4.50
Day -21 to Day -10 2.56 0.91 -1.81 0.35 1.59 -1.48
Day -10 to Day -1 9.38** 3.00 1.00 -0.87 1.47 -2.95
Day 0 to Day 1 4.33** 1.75 1.32 0.09 -0.36 -0.68
Day -3 to Day 3 13.54** 4.93* 2.94 -0.10 -1.16 -1.75
Day -5 to Day 5 18.35** 5.06* 4.08 0.44 0.45 -2.59
Day 1 to Day 10 18.00** 8.16 5.44 1.35 0.59 -0.53
Day 10 to Day 21 28.63** 21.95** 14.79 0.74 1.94 -0.69
Day 1 to Day 21 44.53** 28.8** 19.01* 1.90 2.33 -1.41

The first notable result in this section is retail investors increase their trading
activity before effective date. The possible explanation is some investors in retail
investors are not limited by their wealth and they see the opportunity to make profit.
They may expect that the buying demand from investors who have been limited by
high price will flow into stock after price turn into lower range. As a result, it will
lead to price rising and cause an abnormal return after effective period. More

supporting evidence will be exhibited in the section of third possible reason results.

The second notable point is foreign investors also increase their trading
activity. However, the abnormal standardize dollar volume of foreign investors occurs
after the retail investors increase their trading activity. The possible reason to explain
foreign investors behavior is they concern about cost which may occur when they
invest in illiquid stock such as slippage or they might have investment policy which

allow them to invest in companies which have high liquidity.

5.4.3) Trading Activity and Price range
To answer the forth hypothesis which aim to find which price ranges have

correlation with the increasing of trading activity, we separate cumulative abnormal
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summation of buy and sell standardize dollar volume in every event window of each
groups of investors into three equally group by price after effective date. Then, we

apply T-test on this set of data.

The preliminary result!? indicates that, in stock split companies, the
cumulative of retail investors in every price range are significantly greater than zero.
So, it can be interpreted as whether price after effective date fall into any range, retail

investors still increase their trading activity.

After that, to find correlation between price after effective date and increasing
of trading activity, we also employ regression model by using the cumulative
abnormal summation of buy and sell standardize dollar volume which have event
window from 3 days before effective date to 3 days after effective date to be
dependent variable. The result®® of every group of investors indicates that price after
effective date does not have significant correlation with the cumulative. By this
evidence, it is possible that increasing of trading activity is not caused by price after
effective date directly. It is possible that the investors in the market may react with the
level of trading friction reduction which is reflexed by the changing* of price
between before and after effective date.

12 See appendix10 for additional information about cumulative summation of buy and sell standardize
dollar volume which is classified by price after announcement date for various event windows.

13 We show only the result of stock split regression. Since, the abnormal trading volume in stock
dividend companies does not have a significant improvement.

14 We run the regression by changing dummy variable of price range to change of price between before
and after effective date. the result indicates that, in the stock split companies, the cumulative of retail
investors has correlation with the change of price significantly. It shows that the change of price has
effect on increasing of trading activity more than price level. See appendix11 for additional information
about this result.
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Table VII

Coefficient of Each Variable in Regression Analysis between
Cumulative Abnormal Standardize Summation of Buy and Sell Dollar Volume and Price Range

To indicate which price range has correlation with the increasing of trading activity, the regression model is employed in this
analysis. 5
CATVE{'I"TJ = fio + Z,ﬁ‘t Post Price Range, + BsM/B_, + sASSET_, + &,

i=1
Where (1) CATV”[LT] is the cumulative abnormal standardize summation of buy and sell dollar volume between 3 days before and 3
days after effective date. (2) Post Price Rangei is binary variable which equals one if post stock price is in that range. The source of
this range come from the objective that we would like to classify the data by price after effective into three group equally. (3) M/B
is the market to book ratio of equity in previous year. (4) ASSET_, is the natural logarithm of total assets in previous year. Since, the
low range is defined to be a default range, the 3, and B, of mid and high range show the difference between coefficient of mid/high
range and default range respectively. This table shows the coefficient of each variable and if its p-value is significant at level of .05
and .01. This table will show * and **.

Stock Split Company

Investors Low Mid High M/B., Asset,
Retailer 13.92 1.01 10.99 -1.92 0.00
Foreigner 11.90 4.39 4.32 -1.15 -0.47
Institution -34.70 2.07 4.04 -1.74 2.56

5.5) Increasing of Buying Demand

To study the increasing of buying demand, we employed imbalance to capture
this increasing and did this analysis on each group of investors. In group of stock split
companies, the evidence®® indicate that retail investors increase their buying
significantly during the effective date. The period of buying demand increasing occurs
before effective date. This evidence supports the explanation of trading volume
increasing in the previous section. That explanation suggests that some group of retail
investors who are not limited by wealth see the opportunity to make a profit So, they
decide to buy stock before it has been adjusted on effective date. At the end, this is a
reason to explain why we discovered that retail investors increase their trading

activity before effective date.

The notable behavior of investors who do not have wealth constrain shows the
possibility that, though, this group of investors perceive the opportunity to make a
profit, but their reactions do not need to be occurred immediately during the
announcement date. It is possible that they will wait until close to the effective date

and decide to buy in this period.

15 See appendix12 for additional information about abnormal daily imbalance of each group of
investors for various pre and post effective date
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Though, this increasing of buying demand of retail investors is consistent with
the fifth hypothesis which expect that buying demand will flow into stock when price
is adjusted into lower range. Lastly, the evidence indicate that institutional investor is
a seller group for retail investors and foreign investors tend to be a buyer in a long

term.

Move to next result, in stock dividend companies, the evidence indicates that
retail investors increase their buying in a short term. However, this increasing may not
come from the reduction of trading friction. Since, the summary statistic of stock
price before and after effective date shows that there is no significant difference of
price between before and after effective date in stock dividend company. When
looking at behavior of institutional investors, we found that this group increases their
selling significantly. The possible reason of this selling is institutional investors
concern about performance of stock dividend company and may interpret this
announcement as a sigh of losing potential to pay cash dividend. As a result,

institutional investors become a seller and a buyer is retail investors.

So, all these evidences indicate that splitting stock and paying stock dividend
may be useful tools for managers when they would like to change the proportion of

investors.
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Table VI

Average Cumulative Abnormal Imbalance during Effective Date

The daily imbalance of each group of investors is calculated by dividing the difference of buy and sell dollar
volume by the summation of buy and sell dollar volume. The abnormal of this imbalance is the difference
between the actual imbalance and its expectation which is computed by the average of imbalance between 270
and 21 before effective date. The cumulative abnormal imbalance of each event is computed in various event
windows during the effective date. The first reported result in this table is the average of this cumulative
abnormal imbalance of both stock split and stock dividend companies. The second is the result of significant
level by employing T-test. This table will show * and **, if the cumulative abnormal imbalance is greater than
zero at the significant level of .05 and .01 respectively. On the contrary, if the cumulative abnormal imbalance is
lower than zero at the significant level of .05 and .01, This table will show” and .

i Stock Split Stock Dividend
Event Windows - - — - - —
Retail Foreign  Institution Retail Foreign  Institution

Day -21 to Day -1 0.13 -0.61 -0.75 0.21 0.29 -1.63™
Day -21 to Day -10 0.01 -0.25 -0.4 0.12 0.04 -1.07w
Day -10 to Day -1 0.11 -0.36 -0.48 0.12 0.29 -0.80™
Day 0 to Day 1 0.00 0.20 -0.4n 0.04 -0.01 -0.12
Day -3 to Day 3 0.15* -0.03 -0.73» 0.18** 0.09 -0.9M
Day -5 to Day 5 0.19* 0.07 -0.77~ 0.23* 0.03 -0.98M
Day 1 to Day 10 0.12 0.43 -0.76" 0.15 -0.21 -0.23
Day 10 to Day 21 -0.08 0.56 -0.93» 0.04 -0.56 0.56
Day 1 to Day 21 0.05 0.88 -1.35" 0.19 -0.75 0.19

5.5.1) Further study of Increasing of Buying Demand and Price Range

Since, the result indicate that both of stock split and stock dividend companies
really have abnormal buying demand during effective date and we have assumption
that lower price will mitigate trading friction that comes from wealth limitation. As a
result, this low-price range should increase investors’ buying demand. Therefore, we
would like to observe relation between this increasing of buying demand and price

after effective date. All above leads to the hypothesis 5.1

H 5.1: If low price range after effective date can mitigate trading friction, we
should observe correlation between this low stock price and increasing of investors’

buying demand.

To answer this hypothesis by preliminary testing, we will classify cumulative
abnormal imbalance in every event windows of each group of investors into three

groups by price after effective date and tested them by T-test.

After that, we also present models which will be applied on both stock split
event and stock dividend event to observe the relationship between price after

effective date and abnormal buying demand flow.
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2 (19)
CANT[it_T] = fo+ Zﬁi Post Price Range; + B4M/B_1 + 5sASSET_1 + &
i=1

Where (1) CANT'ii7; is a cumulative abnormal net trading over the period
[t,T] by using imbalance. (2) Post Price Range;!® is binary variable which equals one
if post stock price is in that range. The source of this range come from the objective
that we would like to classify the data by price after effective into three group equally.
Since, in this analysis, we will define low range as the default range. S5, will be a
coefficient of this range. So, , of post price range 1 will show the difference between
coefficient of middle range and default range and S, of post price range 2 will show
the difference between coefficient of high range and default range. (3) M/B-1 is the
market-to-book ratio of equity in previous year. We employ it as a control variable.
(4) ASSET.1 is the natural logarithm of total assets in previous year. We employ it as
a control variable. We expect post price range that have effect on investors’ buying

demand will have coefficient significantly greater than zero.

After analyzing, the interesting of preliminary result'” in stock split companies
is institutional investors sell the stock which their price after effective date falls into
the lowest group. This evidence is consistent with summary statistics of price range
and trading behavioral of each group of investors which indicate that institutional

investors do not trade in the low-price stock.

Move to the result of regression model which uses the cumulative abnormal
imbalance which have event window from 3 days before effective date to 3 days after
effective date to be dependent variable. The result is consistent with the regression
between cumulative abnormal trading volume and price because the result indicates
that price after effective date also does not have significant correlation with
cumulative abnormal imbalance. By this evidence, it is possible that the factor which
has significant effect with the increasing of buying demand is other factors such as

M/B.1 which is a control variable of undervaluation in the regression.

16 Price range for stock split event -Low range: Price is lower than 2.32, Middle range: Price is between
2.32t0 9.7, High range: Price is higher than 9.7

Price range for stock dividend - Low range: Price is lower than 4.92, Middle range: Price is between
4.92 to 11.1, High range: Price is higher than 11.1
17 See appendix13 for additional information about cumulative imbalance which is classified by price
after announcement date for various event windows.
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Table IX

Coefficient of Each Variable in Regression Analysis
between Cumulative Abnormal Imbalance and Price Range
To indicate which price range has correlation with the increasing of buying demand, the regression model is employed in

this analysis. 2

CANT. 1 = fo +Zﬁf Post Price Range; + f M /B_, + BsASSET_, + ¢,

i=1

where (1) CANT‘[LT] is a cumulative abnormal imbalance between 3 days before and 3 days after effective date. (2) Post Price
Rangei is binary variable which equals one if post stock price is in that range. The source of this range come from the objective
that we would like to classify the data by price after effective into three group equally. (3) M/B_; is the market to book ratio of
equity in previous year. (4) ASSET_, is the natural logarithm of total assets in previous year. Since, the low range is defined to be
a default range, the B, and B, of mid and high range show the difference between coefficient of mid/high range and default range
respectively. This table shows the coefficient of each variable and if its p-value is significant at level of .05 and .01, this table
will show * and **.

Stock Split Company | Stock Dividend Company

Investors  Low Mid High M/B, Asset; Low Mid High M/B,  Asset;

Retailer  -0.70 0.16 0.06 0.02 0.05 -1.85 -0.06 -0.18 0.079* 0.12*
Foreigner 1.74 1.03 1.33 -0.26 -0.12 2.79 -0.36 0.09 -0.07 -0.16
Institutior  1.09 -1.60 -2.41 0.21 -0.07 7.18 -0.72 -1.32 0.01 -0.45

Moreover, this interpretation also consistent with the behavior of retail
investors in the previous section of result. Since, they increase their buying demand
before the effective date. It means that they decide to buy the stock without

concerning about price adjustment into the lower range

5.5.2) Further study of Abnormal Return During Effective Date

After that, to ensure this increasing of buying demand would be a possible
reason of causing abnormal return during announcement date. We will observe the
stock return during the effective date because some group of investors who do not
have limitation of wealth may expect this increasing of buying demand flow after
price is adjusted (during the effective date) will cause an abnormal return. So, they
interpret the announcement of stock distribution as a signal of opportunity to make a
profit. Therefore, this group of investors decide to buy this stock during
announcement period for the profit during the effective period. As a result, this
activity may be a possible reason that cause abnormal return during announcement

date.
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H 5.2: If the increasing of buying demand after distributing stock is a possible
reason that cause abnormal return during announcement date, we should discover

abnormal return which is the result of increasing of demand flow during effective date

To answer this hypothesis which expected that the increasing of buying
demand can be one possible reason of abnormal return during announcement date, we
will analyze stock return during the effective date. This section also follows [11]
Nguyen and Wang (2013) methodology and applies a standard event study
methodology to observe abnormal return both stock split and stock dividend. The
result'® shows that stock split companies have abnormal return from 4 days date to 1
day before effective. This period of abnormal return occurrence is consistent with the
behavior of retail investors who increase their buying before effective date. Moreover,
the summary statistics of proportion of daily trading volume indicate that retail
investors are the majority traders in stock split company. So, it is possible that the
increasing of retailer’s buying demand will cause abnormal return. However, we did

not find the abnormal return during effective in stock dividend companies.

Therefore, this increasing of buying demand during the effective date can be a
possible reason which causes market to react positively with the stock distribution
announcement. Although, this increasing of buying demand does not have correlation

with price after effective date.

18 See appendix14 for additional information about daily abnormal return for various pre and post
effective date.
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Table X

Average Cumulative Abnormal Return during Effective Date

The daily abnormal return is the difference between the actual return and its expectation which is
computed by market model (The estimation period is day 270 through day 21 before effective date). The
cumulative abnormal return of each event is computed in various event windows. The first reported result in
this table is the average of cumulative abnormal return of both stock split and stock dividend companies
during the effective date. The second is the result of significant level by employing T-test. This table will
show * and **, if the daily abnormal return is greater than zero at the significant level of .05 and .01

respectively.

Event Windows Stock Split Stock Dividend
Day -1 to Day 0 0.74 -0.43
Day -2 to Day 2 2.67* -1.41
Day -5 to Day 3 5.19** -3.00

Day -10 to Day 5 5. 74** -5.27
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CHAPTER 6

CONCLUSION

This research aims to indicate the possible explanation why stock distributions
which seem to be a cosmetic corporate event cause abnormal return during the

announcement date.

The results in this research do not support the first possible reason, the
increasing of market attention, because the comparison of companies’ performance
indicate that there are no differences between treatment and control groups of stock
split companies. when comparing the performance of stock dividend companies, the
result of payout ratio shows that stock dividend companies have performance worse
than its control groups. So, there is no incentive for manager to decide to attract
analyst’s attention. Moreover, the analysis of the market attention improvement by
using the number of recommendations to be a proxy indicates that both of stock split
and stock dividend announcement do not have potential to grab analyst’s attention. By
this evidence in Thailand stock market, stock distribution announcement is not useful

tool for manager to attract analyst’s attention.

The second reason is the liquidity improvement from the reduction of trading
friction. From the evidence, it is indicated that only stock split companies have
liquidity improvement. This result is consistence with hypothesis which suggest that
when price turn into lower range, it will mitigate of trading friction and lead to
increasing of trading activity. When we analyzed deeply to find who provide this
liquidity, the result indicates that retail investors are the main group who increase
their trading activity. So, behavior of retailer who have lowest wealth on average
supports the hypothesis which claimed that the investors who get the benefit from the
reduction of trading friction is the investors who have been limited by their wealth.
The notable result is cumulative abnormal standardize dollar volume have significant
correlation with the changing of price between before and after effective date instead
price after effective date. This result shows the possibility that the increasing of
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trading activity may not depend on price level, but it depends on the level of trading
friction decreasing. By all this evidence, in Thailand stock market, its support that
stock price causes trading friction with investors who have limitation of wealth.
Moreover, the result shows the potential of splitting the stock is the useful tool for

manager to relieve this trading friction which leads to liquidity improvement.

The last possible reason is the increasing of buying demand. The evidence
indicated that, in stock split companies, retail investors increase their buying demand
during the effective date. This result is consistent with hypothesis claimed that
investors who perceive this reduction of price that have a good opportunity to buy are
the investors who have been limited by their wealth. The evidence also indicates that
retailer has increase their buying before effective. This behavior also supports the
explanation that some group of investors in retailer group see the opportunity to make
a profit before price is adjusted. In stock dividend company, the evidence also
indicates that retail investors increase their buying activity. However, this behavior
may not come from the reduction of trading friction. Since, there is no significant

difference of price between before and after effective date in stock dividend company.

When we did the further analysis to find the relationship between price after
effective and the increasing of buying demand, the result indicates that price after
effective date does not have significant correlation with cumulative abnormal
imbalance. By this evidence, it is possible that the factor which has significant effect
with the increasing of buying demand is not price after effective date. Investor may
decide to buy stock by other factors because, in the regression model, we employ the
control variable which is M/B and companies’ asset and this variable in regression of
stock dividend company have significant P-value. However, we found the abnormal
return during effective in stock split companies. This result shows the potential of
stock have potential to trigger investors in the market to buy the stock and lead to
abnormal return during effective period. So, all of these evidences in Thailand stock
market support the argument of [10] Powell and Baker (1993) who suggest splitting
the stock may be a useful tool for manager who would like to change the proportional
of the ownership.
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APPENDIX
Appendix1:

Average Abnormal Return for Various Pre and Post Announcement Date

The daily abnormal return is the difference between the actual return and its expectation which is
computed by market model (The estimation period is day 270 through day 21 before announcement
date). This daily abnormal return of each event is computed in 10 days consecutively before and after
announcement date. The first reported result in this table is the average of daily abnormal return of both
stock split and stock dividend companies. The second is the result of significant level by employing T-
test. This table will show * and **, if the daily abnormal return is greater than zero at the significant
level of .05 and .01 respectively.

Day Stock Split Stock Dividend
-10 0.28 0.33
-9 0.48 0.24
-8 0.03 -0.10
-7 0.07 0.07
-6 0.49 0.03
-5 0.53 0.25
-4 0.41 0.40*
-3 0.23 0.35
-2 -0.32 0.55*
-1 1.93* 0.71*
0 2.10* 1.09**
1 1.50* 0.86*
2 0.83 -0.12
3 0.76 -0.09
4 0.08 -0.10
5 -0.78 -0.07
6 0.06 0.06
7 -0.72 -0.02
8 1.51* 0.20
9 0.39 0.15

0.15 -0.11

(WY
o
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Appendix2:

Average Growth of Net Profit Margin for Various Pre and Post Stock Distribution Announcement Date

This table shows the average of net profit margin growth of treatment and control group of both stock split and stock
dividend companies. The treatment group is the group of stock distribution companies in the sample period. For control group,
this is the criteria for creating. (1) companies in the same industry as the treatment group (2) total asset is the closest to the
treatment company’s total asset in previous year from the effective date (3) control companies must not distribute stock over
five years of sample period. This table also presents the level of the difference of net profit margin growth between treatment

and control group. By employing T-test, if this difference is greater than zero at the significant level of .05 and .01, This table
will show * and ** respectively.

Period Stock Split Company Stock Dividend Company
(In Pre Post Pre Post

Quarter) Treatment Control Treatment Control | Treatment Control Treatment Control

0to3 -0.03 5.73 0.39 0.00 -0.05 0.00 0.14 0.08

3t06 0.04 -0.12 0.29 -0.15 -0.01 0.13 -0.05 0.06

6t09 0.01 -0.56 -0.25 -0.03 0.13* -0.33 -0.04 -0.75
91012 0.10 -0.35 -0.06 0.29 0.30 -0.57 0.02 -0.07
O0to 12 0.67 -3.76 0.06 0.12 0.35 -0.28 -0.04 -1.12
0to 24 -1.01 -0.41 -0.17 0.21 0.27 0.17 -0.26 -1.84

Average Growth of Payout Ratio for VVarious Pre and Post Stock Distribution Announcement Date

This table shows the average of payout ratio growth of treatment and control group of both stock split and stock dividend
companies. The treatment group is the group of stock distribution companies in the sample period. For control group, this is
the criteria for creating. (1) companies in the same industry as the treatment group (2) total asset is the closest to the treatment
company’s total asset in previous year from the effective date (3) control companies must not distribute stock over five years
of sample period. This table also presents the level of the difference of payout ratio growth between treatment and control

group. By employing T-test, if this difference is greater than zero at the significant level of .05 and .01, This table will show *
and ** respectively.

. Stock Split Company Stock Dividend Company
Period
(In Year) Pre Post Pre Post
Treatment Control  Treatment Control | Treatment Control Treatment Control
Oto1l 0.65 0.14 0.05 0.11 1.82** 0.13 0.71 0.10
Oto2 0.21 0.10 -0.07 0.66 0.07 0.07 0.93* 0.07

1to?2 -0.07 0.25 -0.02 0.56 -0.34 -0.07 0.17 0.09
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Appendix3:

Average Number of Recommendations and
Difference of Number of Recommendation between Before and After Announcement Date

This table shows the average of the number of recommendations in month before and after the month of announcement. The
result in this table include treatment and control groups of both stock split and stock dividend companies. By employing T-test, If
the difference of the number of recommendations between before and after announcement month is greater than zero at the
significant level of .05 and .01, This table will show * and ** respectively.

Stock Split Company Stock Dividend Company
Treatment Control Treatment Control
Before After Diff Before After Difference|Before After Diff Before After Difference
Average 258 250 0.08 252 258 -0.06 280 275 005 280 275 0.05

Std 531 522 526 594 6.06 6.00 520 515 518 520 5.15 5.18
Maximurr 24.00 22.00 23.00 23.00 20.00 21.00 20.00 21.00
Minimum 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Appendix4:

Average Daily Summation of Buy and Sell Dollar VVolume (Million Baht)

This table shows the average, standard deviation, maximum value and minimum value of summation of buy and sell dollar volume on each group
of investors by using data between day 41 and day 21 before effective date. This table also displays the proportion of Summation of Buy and Sell
Dollar Volume for presenting which group of investors is the majority group of traders in these stock distribution companies.

Group of Stock Split Company Stock Dividedn Company

Investors  Average Proportion Median  Std Max  Min |Average Proportion Median  Std Max Min

Retail 103.04 76.53% 23.80 243.22 115153 0.04 | 79.63 70.87% 33.89 110.03 597.71 0.05
Foreign 1569 11.66% 167 56.49 40584 000 | 1593 1418% 142 39.73 30041 0.00
Institution  15.85 11.77% 037 50.10 33291 0.00 | 16.14 1436% 069 36.93 19731 0.00
Proprietary  0.05 0.04% 0.00 0.29 210 0.00 | 0.66 0.59% 0.00 296 2522 0.00
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Appendix5:

Daily Dollar Volume of Each Group of Investors is Classified by Price Range (Million)

This table displays the average and standard deviation of summation of buy and sell dollar volume of each price range by using
daily summation of buy and sell dollar volume between year 2011 and year 2015 of all stock in the Thailand stock market. This
table also shows the proportion of summation of buy and sell dollar volume in order to present which group of investors is the
majority group of traders in each price range.

Price Range Retail Investors Foreign Investors Institutional Investors
Average Proportion Std  Average Proportion Std  Average Proportion  Std
Less than 2 5193 93.04% 195.09 2.08 3.73%  10.82 1.80 3.22%  17.27
2t05 67.28 83.40% 267.25 5.68 7.04% 3184 7.71 9.56%  49.02
510 10 9159 76.26% 410.07 12.13 10.10% 6481  16.38 13.64% 95.36
10to 25 9587 69.74% 339.47 2021 1470% 8460 2139 1556%  95.93
2510 100 106.83 50.72% 32894 5562 26.41% 186.26 48.18 22.87% 151.09

100 to 200 190.20 32.93% 41214 22327 38.65% 446.01 164.19 28.42% 347.77
200 to 400 249.81 34.28% 540.78 269.39 36.97% 535.05 209.48 28.75% 428.02
More than400 195.75 39.32% 44287 165.80 33.31% 33555 136.25 27.37% 259.89

Appendix6:

Average Difference of Price between Before and After Effective Date

This table shows the average, standard deviation, maximum value and minimum value of
difference between stock price before and after effective date. This table presents this
difference of both stock split and stock dividend companies. By employing T-test, if this
difference is greater than zero at the significant level of .05 and .01, This table will show * and
** respectively.

Stock Split Stock Dividend
Average 64.31** -0.01
Std 93.87 0.40
Maximum 617.00 2.00

Minimum 0.71 -2.00
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Appendix7:

Difference of ILLIQ between Pre and Post Effective Date in Each Event Window

This table shows the average, standard deviation, maximum value and minimum value of difference of ILLIQ of stock
split and stock dividend in various event windows. For calculate pre-announcement ILLIQ, we use the data from day 21
before effective backward equal to number of each event window. For calculate post-announcement ILLIQ, we use the
data from day 1 after effective forward equal to number of each event window. By employing T-test, if this difference is
greater than zero at the significant level of .05 and .01, the table will show * and ** respectively.

Event Stock Split Stock Dividend

Window Average StdDev  Minimum Maximum Average StdDev  Minimum Maximum

10 0.00027 0.00158 -0.00003 0.01180 -0.00004 0.00045 -0.00512 0.00008
20 0.00022 0.00142 -0.00003 0.01110 -0.00001 0.00015 -0.00164 0.00005
40 0.00013 0.00092 -0.00054 0.00718 -0.00001 0.00009 -0.00101 0.00007
60 0.00010  0.00068 -0.00058 0.00507 0.00000 0.00006 -0.00051 0.00039
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Appendix8:

Average Abnormal Standardize Dollar Volume for various Pre and Post Effective Date

To standardize daily dollar volume. The dollar volume will be divided by its average which is computed by using dollar volume
between 270 and 21 before effective date. The abnormal standardize dollar volume is the difference between the actual standardize
dollar volume and its expectation which is computed by averaging standardize dollar volume 270 and 21 before effective date. This
daily abnormal standardize dollar volume of each event is computed in 21 days consecutively before and after effective date. The
first reported result in this table is the average of daily abnormal standardize dollar volume of both stock split and stock dividend
company. The second is the result of significant level by employing T-test. This table will show * and **, if the daily abnormal
standardize dollar volume is greater than zero at the significant level of .05 and .01 respectively (One-tail test).

Day Stock Split Stock Dividend
-21 1.39 -0.06
-20 0.53 -0.05
-19 0.42* -0.15
-18 0.4 0.17
-17 0.06 0.02
-16 0.08 0.09
-15 -0.16 0.25
-14 -0.06 0.12
-13 0.37 0.07
-12 0.32 0.25
-11 0.27 0.12
-10 0.69 0.39
-9 0.61* -0.01
-8 0.38 0.04
-7 0.27 0.24
-6 0.35 -0.16
-5 0.26 0.53
-4 0.59* -0.2
-3 1.21** -0.14
-2 2.11% -0.11
-1 2.26** -0.16
0 2.35%** -0.05
1 1.16** 0.1
2 1.32** -0.05
3 2.74%* 0.11
4 1.61** 0.22
5 2.18** 0.44
6 0.99** 0.16
7 0.29 0.02
8 1.92%* 0.28
9 3.29* -0.05
10 2.31** 0.15
11 2.82** 0.07
12 2.01** 0.05
13 2.3* 0.05
14 2.18* 0.15
15 2.72%* 0.24
16 3.41* 0.78
17 2.23* 0.18
18 2.31 0.47
19 1.88* 0.23
20 2.52* 0.12

N
[

3.1 -0.09
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Appendix9:

Average Abnormal Standardize Summation of Buy and Sell Dollar Volume
for Various Pre and Post Effective Date

To standardize daily summation of buy and sell dollar volume of each group of investors. This summation will be divided by its average which is
computed by using summation of buy and sell dollar volume between 270 and 21 before effective date. The abnormal of this standardize summation
is the difference between the actual standardize summation and its expectation which is computed by averaging the standardize summation between
270 and 21 before effective date. This daily abnormal summation of each event is computed in 21 days consecutively before and after effective
date. The first reported result in this table is the average of daily abnormal standardize summation of buy and sell dollar volume of both stock split
and stock dividend company. The second is the result of significant level by employing T-test. This table shows * and **, if the daily abnormal
summation is greater than zero at the significant level of .05 and .01 respectively (One-tail test).

Da Stock Split Company Stock Dividend Company
y Retail Foreign Institution Retail Foreign Institution
-21 0.33 1.07 0.18 -0.18 0.72 -0.19
-20 -0.01 0.11 -0.43 -0.14 0.05 -0.18
-19 0.31 0.13 -0.21 -0.14 0.06 -0.67
-18 0.31 0.43 0.05 0.08 0.14 -0.11
-17 0.08 -0.23 -0.31 -0.02 -0.05 -0.32
-16 0.08 -0.33 -0.42 0.03 -0.20 -0.21
-15 -0.20 -0.23 -0.65 0.33 -0.03 -0.05
-14 -0.01 -0.24 -0.44 0.10 1.05 0.01
-13 0.46 0.01 -0.37 0.15 0.14 -0.29
-12 0.38 -0.05 -0.32 0.31 0.1 -0.14
-11 0.25 0.07 1.27 0.14 0.01 0.27
-10 111 0.33 -0.5 -0.15 -0.26 0.1
-9 0.96* 0.21 0.17 -0.30 -0.09 -0.43
-8 0.58 0.05 0.83 -0.17 0.51 -0.01
-7 0.51 0.02 -0.47 0.27 0.14 -0.45
-6 0.56 -0.18 -0.44 -0.15 0.23 -0.55
-5 0.51 -0.39 -0.15 0.18 1.68 -0.57
-4 0.6* 0.01 0.4 -0.26 0.2 -0.36
-3 1.29** 0.64 0.47 -0.14 -0.37 -0.33
-2 2.34** 1.91* 0.81 -0.13 -0.28 -0.15
-1 2.64** 0.91* 0.09 -0.15 -0.12 -0.52
0 3.02** 0.49 0.94 -0.05 -0.16 -0.35
1 1.48* 1.39 0.43 0.17 -0.24 -0.38
2 1.52** 0.16 -0.01 0.00 -0.18 -0.14
3 2.78** 0.17 0.52 0.23 0.05 -0.05
4 1.96** -0.15 1.2 0.24 -0.13 -0.01
5 2.48** 0.65 -0.16 0.44 0.12 -0.01
6 1.18* 0.39 -0.25 0.21 0.34 -0.06
7 0.3 0.99 -0.08 -0.01 0.17 -0.37
8 2.03** 2 0.51 0.1 0.4 0.16
9 3.85* 1.92 2.64 -0.06 -0.15 0.04
10 2.26™** 1.42 1.3 0.2 0.22 0.20
11 2.74% 1.63* 131 -0.17 0.11 0.01
12 1.53* 0.3 1.36 -0.1 -0.02 -0.14
13 1.41* 1.07* 0.91 0.07 0.46 -0.12
14 1.67** 0.75 0.53 0.14 1.05 0.67
15 2.51** 1.52* 0.26 -0.03 0.49 -0.30
16 3.83* 3.39* 1.74 0.55 -0.15 -0.12
17 2.64* 4.09 0.42 0.13 -0.00 0.37
18 2.82 0.9 -0.02 0.45 0.38 -0.06
19 2.24* 0.79 0.84 -0.15 -0.07 -0.43
20 3.02* 4.97* 2.76 -0.15 -0.19 -0.35
21 3.75 2.27 3.91 -0.14 -0.27 -0.45
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Appendix10:

Average Cumulative Abnormal Standardize Summation of Buy and Sell Dollar VVolume during Effective Date Classify by Price Range

To standardize daily summation of buy and sell dollar volume of each group of investors. This summation will be divided by its average which is computed by
using summation of buy and sell dollar volume between 270 and 21 before effective date. The abnormal of this standardize summation is the difference between the
actual standardize summation and its expectation which is computed by the average of standardize summation between 270 and 21 before effective date. The
cumulative abnormal standardize summation of each event is computed in various event windows and classified into three groups equally by price after effective. The
first reported result in this table is the average of this cumulative abnormal standardize summation of stock split companies during the announcement date. The second
is the result of significant level by employing T-test. This table will show * and **, if the cumulative abnormal standardize summation is greater than zero at the
significant level of .05 and .01 respectively (One-tail test).

Stock Split
Retail Foreign Institution
Event Windows All Low Mid High All Low Mid High All Low Mid High

Day-21to Day-1 10.88** 10.23 796  15.26* 3.59 477 -1.86 8.44 -0.38 1.84 -4.73 2.75
Day-21to Day-10  2.56 2.58 1.42 4.06 0.91 1.40 -3.30 4.99 -1.81 -0.08 -2.98 -2.24
Day-10to Day-1 ~ 9.38**  7.61* 745  13.71* 3.00 3.39 1.24 4.72 1.00 1.54 -2.51 4.92
Day 0 to Day 1 433 237 3.81*  6.98* 1.75 0.45 4.63 0.16 1.32 0.88 2.45 0.55
Day -3 to Day 3 13.54* 11.01* 10.78* 19.31** 4.93* 2.86 6.66 5.59 2.94 2.18 2.08 5.43
Day -5 to Day 5 18.35** 14.91* 1285 27.90** 5.06* 2.88 5.29 7.45 4.08 5.5l 0.63 7.53
Day 1 to Day 10 18.00** 18.38 8.39 27.89** 8.16 -0.62  11.87 13,51 544 8.38 1.08 8.04
Day 10to Day21  28.63** 26.41 20.12* 39.72* 2195 1505 2051 30.71 14.79 8.34 29.96 3.34
Day 1 to Day 21 4453** 4216 28.17* 6431* 288 1435 2879 43.92* 19.01* 16.40 29.32 9.90

Average Cumulative Abnormal Standardize Summation of Buy and Sell Dollar Volume during Effective Date Classify by Price Range

To standardize daily summation of buy and sell dollar volume of each group of investors. This summation will be divided by its average which is computed by
using summation of buy and sell dollar volume between 270 and 21 before effective date. The abnormal of this standardize summation is the difference between the
actual standardize summation and its expectation which is computed by the average of standardize summation between 270 and 21 before effective date. The
cumulative abnormal standardize summation of each event is computed in various event windows and classified into three groups equally by price after effective. The
first reported result in this table is the average of this cumulative abnormal standardize summation of stock dividend companies during the announcement date. The
second is the result of significant level by employing the T-test. This table will show * and **, if the cumulative abnormal standardize summation is greater than zero
at the significant level of .05 and .01 respectively (One-tail test).

Stock Dividend
Retail Foreign Institution
Event Windows All Low Mid High All Low Mid High All Low Mid High

Day -21 to Day -1 -0.40 -2.20 3.88 -0.58 3.25 -298 1357 1.76 -4.50 -7.56 -1.89 -3.15
Day -21to Day-10  0.35 -0.23 2.44 0.34 1.59 -1.44 5.46 191 -1.48 -1.55 -1.22 -0.57
Day -10 to Day -1 -0.87 =ILEk) 1.27 -1.00 1.47 -1.56 7.89 -0.35 -2.95 -5.25 -0.90 -2.61
Day 0 to Day 1 0.09 -0.41 0.74 0.17 -0.36 -0.93 0.27 -0.34 -0.68 -1.42 -0.04 -0.62
Day -3 to Day 3 -0.10 -2.17 0.89 0.70 -1.16 -2.32 -0.76 -0.70 -1.75 -4.57 0.65 -1.45
Day -5 to Day 5 0.44 -3.10 3.07 1.58 0.45 -3.07 3.81 0.63 -2.59 -6.84 0.64 -1.48
Day 1 to Day 10 1.35 -2.84 4.90 2.44 0.59 -1.49 1.59 1.78 -0.53 -4.44 3.22 0.24
Day 10 to Day 21 0.74 -0.08 -0.54 422 1.94 -0.75 1.63 6.75 -0.69 -2.53 2.54 -0.06
Day 1 to Day 21 1.90 -2.83 3.76 6.46 2.33 -2.36 2.97 8.11 -141 -6.49 4.55 0.19
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Appendex11:

Coefficient of Each Variable in Regression Analysis
between Cumulative Abnormal Summation of Buy and Sell standardize Dollar Volume and Change

To indicate correlation increasing of trading activity and price changing, the regression model is employed in this analysis.
CATVy; = Bo+ Change;+ B,M/B_; + BsASSET_; + ¢,

Where (1) CATVi'j[LT] is the cumulative abnormal standardize summation of buy and sell dollar volume between 3 days before and 3
days after effective date. (2) Change; is the percentage change of price between before and after effective date. (3) M/B ; is the
market to book ratio of equity in previous year. (4) ASSET_, is the natural logarithm of total assets in previous year. This table

shows the coefficient of each variable and if its p-value of coefficient is significant at level of .05 and .01, this table will show * and
** respectively.

Stock Split Company Stock Dividend Company
Investors Int Change M/B; Asset Int Change M/B Asset
Retailer -43.14 -51.46* -1.81 1.26 -3.08 -20.57 -0.21 0.22
Foreigner -10.31 -24.68 -1.20 -0.13 -8.84 -63.52* -0.07 0.50

Institutior  -38.97 -3.19 -1.55 2.76 -21.71 75.54 -0.07 1.29
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Appendix12:

Average Abnormal Imbalance for Various Pre and Post Effective Date

The daily imbalance of each group of investors is calculated by dividing the difference of buy and sell dollar volume by the summation of buy
and sell dollar volume. The abnormal of this imbalance is the difference between the actual imbalance and its expectation which is computed by
averaging the imbalance between 270 and 21 before effective date. This daily abnormal imbalance of each event is computed in 21 days
consecutively before and after effective date. The first reported result in this table is the average of daily abnormal imbalance of both stock split and
stock dividend company. The second is the result of significant level by employing T-test. This table will show * and **, if the daily abnormal
imbalance is greater than zero at the significant level of .05 and .01 respectively. On the contrary, if the daily abnormal imbalance is lower than zero
at the significant level of .05 and .01, This table will show ™ and " respectively.

Day Stock Split Company Stock Dividend Company
Retail Foreign Institution Retail Foreign Institution
-21 0.03 -0.09 -0.27 0.03 0.00 0.05
-20 0.04 -0.22n -0.25" 0.00 -0.06 -0.10
-19 0.01 -0.09 0.00 -0.00 -0.1 -0.02
-18 -0.01 0.07 0.11 -0.00 0.02 -0.02
-17 -0.02 -0.11 0.17 -0.02 -0.00 0.03
-16 0.01 -0.03 0.01 0.04* -0.10 -0.24n
-15 0.00 0.15 0.11 0.03* -0.06 -0.36™
-14 -0.02 0.09 -0.06 0.03 0.03 -0.26™
-13 0.01 -0.14 -0.17 0.04* 0.13 -0.37™
-12 -0.01 -0.18 -0.07 0.00 0.17* -0.217
-11 -0.02 0.19 -0.08 -0.03 0.01 -0.11
-10 -0.01 0.03 -0.18 0.03 0.06 -0.22n
-9 -0.04n -0.21n 0.05 -0.00 0.01 -0.16
-8 0.04 -0.11 -0.16 0.00 0.10 -0.09
-7 0.03 0.02 -0.21 0.02 0.09 -0.08
-6 0.05* -0.05 -0.12 -0.01 0.12 0.02
-5 -0.05" 0.06 0.19 -0.00 0.07 -0.1
-4 0.02 -0.06 -0.35" 0.02 -0.03 0.01
-3 0.02* -0.14 -0.24 0.04* 0.00 -0.31™
-2 0.03* -0.01 0.07 0.03 -0.03 -0.22n
-1 0.02* -0.07 0.06 0.02 0.00 -0.2»
0 0.00 0.22* -0.2 0.02 0.04 -0.12
1 0.00 -0.03 -0.30n 0.02 -0.06 -0.03
2 0.01 -0.01 -0.35" 0.04* 0.09 -0.16
3 0.08** -0.05 -0.32n 0.04* 0.07 -0.31™
4 0.05* -0.02 0.04 0.01 -0.07 -0.10
5 0.03 0.15 0.00 0.02 -0.04 -0.05
6 -0.01 0.12 -0.04 0.03 -0.13» 0.01
7 0.01 0.03 -0.1 0.00 -0.05 -0.04
8 0.01 0.06 -0.02 -0.00 0.02 -0.06
9 -0.03 0.18 -0.06 0.01 -0.08 0.11
10 -0.02 0.12 -0.240 -0.00 -0.02 0.23*
11 -0.01 0.01 -0.19 -0.01 -0.01 0.30**
12 0.00 0.11 -0.34M 0.00 0.03 -0.02
13 -0.02 0.15 -0.08 -0.01 -0.09 0.06
14 0.00 -0.05 -0.1 -0.00 -0.09 0.03
15 -0.03 0.01 -0.12 0.01 -0.177 0.09
16 -0.01 0.19* -0.13 0.00 -0.14n 0.06
17 -0.02 0.09 0.22 -0.01 0.01 0.08
18 -0.04n 0.00 0.23 -0.00 -0.14n 0.02
19 0.01 0.09 -0.09 0.02 0.02 -0.05
20 0.02 -0.03 -0.337 0.04* -0.08 -0.04
21 0.04 0.03 -0.26" 0.00 -0.03 0.08




51

Appendix13:

Average Cumulative Abnormal Imbalance during Effective Date Classify by Price Range

The daily imbalance of each group of investors is calculated by dividing the difference of buy and sell dollar volume by the summation of buy and sell
dollar volume. The abnormal of this imbalance is the difference between the actual imbalance and its expectation which is computed by averaging imbalance
between 270 and 21 before effective date. The cumulative abnormal imbalance of each event is computed in various event windows during effective date and
classified into three groups equally by price after effective. The first reported result in this table is the average of this cumulative abnormal imbalance of
stock split companies. The second is the result of significant level by employing T-test. This table will show * and **, if the cumulative abnormal imbalance
is greater than zero at the significant level of .05 and .01 respectively. On the contrary, if the cumulative abnormal imbalance is lower than zero at the
significant level of .05 and .01, This table will show " and ™.

Stock Split
Retail Foreign Institution
Event Windows All Low Mid High All Low Mid High All Low Mid High

Day -21 to Day -1 0.13 0.25 029 -007 -0.61 -295% -05 175  -0.75 113 -048 -3.68
Day -21to Day-10  0.01 0.05 025 -020 -025 -1.79% 0.03 1.12 -0.4 093 -030 -2.15
Day -10 to Day -1 0.11 0.22 0.03 013 -036 -1310 -04 072 -048 043 -041 -1.69
Day 0 to Day 1 0.00 -0.01 0.04 0.00 020 -0.01 023 0.61* -04* 0.5 -0.7~  -0.85M
Day -3 to Day 3 0.15*  0.05 0.21 0.16 -0.03 -0.56 0.31 035 -0.73~ 041 -105 -1.85"
Day -5 to Day 5 0.19* 006 027 0.22 0.07  -0.42 0.22 053 -0.770 006 -0.63 -2.23"
Day 1 to Day 10 0.12 0.07 0.17 0.15 0.43 0.73 08 -019 -0.76~ -120 -0.35 -1.14
Day 10 to Day 21 -0.08 002 -034 0.12 056 -0.23 164 0.09 -093* -0.03 -115 -1.53
Day 1 to Day 21 0.05 008 -0.13 0.29 0.88 044 226 -020 -1.35% -1.01 -124 -2.16

Average Cumulative Abnormal Imbalance during Effective Date Classify by Price Range

The daily imbalance of each group of investors is calculated by dividing the difference of buy and sell dollar volume by the summation of buy and sell
dollar volume. The abnormal of this imbalance is the difference between the actual imbalance and its expectation which is computed by averaging imbalance
between 270 and 21 before effective date. The cumulative abnormal imbalance of each event is computed in various event windows during effective date and
classified into three groups equally by price after effective. The first reported result in this table is the average of this cumulative abnormal imbalance of
Stock dividend companies. The second is the result of significant level by employing T-test. This table will show * and **, if the cumulative abnormal
imbalance is greater than zero at the significant level of .05 and .01 respectively. On the contrary, if the cumulative abnormal imbalance is lower than zero at
the significant level of .05 and .01, This table will show ” and .

Stock Dividend
Retail Foreign Institution
Event Windows All Low Mid High All Low Mid High All Low Mid High

Day -21 to Day -1 0.21 0.27 0.20 0.06 0.29 0.36 -0.2 131 -163" -117 -1.15 -253*
Day -21to Day-10  0.12 0.22 0.11 0.03 004 -037 -0.01 074 -107“ -108 -0.78 -1.67°
Day -10 to Day -1 0.12 0.06 0.12 0.07 0.29 081 -0.19 072 -0.80 -030 -050 -1.31*
Day 0 to Day 1 0.04 0.06 006 -001 -001 -004 -003 -0.05 -0.12 009 -012 -0.11
Day -3 to Day 3 0.18** 0.18 0.29* 0.07 0.09 028 -0.25 028 -09» -0.14 -0.81 -1.36™
Day -5 to Day 5 0.23* 019 037* 011 0.03 044 -0.28 024 -098" -032 -0.71 -1.49"
Day 1 to Day 10 0.15 0.03 0.27 011 -0.21 0.03 -0.38 0.08 -0.23 0.30 0.16 -0.83
Day 10 to Day 21 0.04 0.09 0.17 -0.07 -0.56 -0.5 -1.12 -0.22  0.56 0.44 0.9 0.22
Day 1 to Day 21 0.19 0.12 0.45 003 -075 -057 -142 -013 0.19 0.54 087 -0.71
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Appendix14:

Average Abnormal Return for Various Pre and Post Effective Date

The daily abnormal return is the difference between the actual return and its expectation which is computed
by market model (The estimation period is day 270 through day 21 before effective date). This daily abnormal
return of each event is computed in 10 days consecutively before and after effective date. The first reported result
in this table is the average of daily abnormal return of both stock split and stock dividend companies. The second
is the result of significant level by employing T-test. This table will show * and **, if the daily abnormal return is
greater than zero at the significant level of .05 and .01 respectively.

Day Stock Split Stock Dividend
-10 0.14 -0.43
-9 0.24 -0.28
-8 0.18 -0.20
-7 -0.40 -0.19
-6 0.22 -0.33
-5 -0.47 0.01
-4 0.68* -0.31
-3 1.73* -0.27
-2 1.79** -0.19
-1 0.95* -0.35
0 -0.21 -0.08
1 -0.35 -0.37
2 0.49 -0.42
3 0.59 -1.02
4 -0.40 -0.36
5 0.56 -0.48
6 0.12 -0.30
7 0.04 -0.25
8 -0.06 -0.25
9 0.12 -0.51

0.31 -0.27
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