A THESISFOR THE DEGREE OF MASTER OF BUSINESS
ADMINISTRATION

INSTITUTE OF EINANCIAL MANAGEMENT
e
=" NAN HUA UNIVERSI TY-~.

oy

N

I
'5:\ Thelmpact of Stock Dividends Payments | |
‘:"-. on Long-Term Cor porate Performance In Taiwah)
'._"i" I.IIIIII
% £

s e
ABVISOR:-PH-D-C.EPWARD WANG

PH.D. CHING-JUN HSU

GRADUATE STUDENT: CHIH-CHAU HUANG



H OB XK 2
B 5 % IR KA
o 2R X

B b S A b e R 2 WA

ok

wRE ,,}H{L {Q:]

1A R S84 bR A

D 16 =
angg:_ D D=

Bk
{7 w i
J‘f; é\? ;‘f;j

3 =
maa: DA

o w AR

oAy vERE {3 £ 5 A 2§ 8

S




1982 1996

666 313



Title of Thess The Impact of Stock Dividends Paymentson Long-Term
Corporate Performance In Taiwan

Name of Ingtitute Ingtitute of Financial Management, Nan Hua University

Graduate date July 2004 DegreeConferred M.B.A.

Name of student Chih-Chau Huang Advisor Ph.D. C. Edward Wang
Ph.D. Ching-Jun Hsu

Abstract

The stock dividends aren’ t effective as afinancia signal and have no positive material
influence on firm's value. However, prior studies in Taiwan find that firms distributing
stock dividends experience poor long-term stock performance after the ex-dividend date.
To explore the reasors for the poor long-term performance, we propose and examine the
overreaction hypothesis and the earnings management hypothesis as the possible
explanations.

Our study period is between 1982 and 1996. Atfer eliminating the sample with the
seasoned equity offerings, cash dividends, missing value on stock performance, and
missing value on discretionary accruals, we have 666 samples for testing the overreaction
hypothesis and 313 samples for testing the earnings management hypothesis.

Consisting with prior studies, however, our empirical results show that it exists
negative long-term abnormal stock returns after the ex-dividend date, and it exists positive
long-term abnormal stock returns before the ex-date, too. Furthermore, the better is the
long-term stock performance before the ex-dividend date, the worse it is after. Therefore,
our study reveals that overreaction may be the explanation for the declining long-term
stock performance after the ex-dividend date. Otherwise, we aso find the operating
performance in the following years is worse than it is before the ex-year. But we have no
evidence to indicate that managers conduct earnings management by inflating discretionary
accruals before the ex-dividend yesr.

Keywords Stock Dividends, Long-Term Stock Performance, Earnings Management,
Overreaction.
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ROA_IND; t ROA t
ROA ROE_IND; t ROE t ROE
(2 ( AROA A ROE; A ROAIND; A ROE_INDy)
4-4
(3)* ** 10% 5% 1%
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4-8 Spearman
t=-1 t=0 t=1 t=2 t=3
Panel A: ROA
DA, -0.018 0.020 0.04 -0.007 -0.023
DCA; -0.039 0.091 0.016 0.034 -0.000
DLA; -0.126 ** -0.008 0.032 -0.010 0.045
Panel B: ROE;
DA, -0.011 -0.002 0.057 -0.049 -0.044
DCA; 0.065 0.026 0.069 -0.024 -0.063
DLA, -0.062 -0.023 -0.010 -0.019 0.007
Panel C: ROA IND;
DA, 0.033 -0.037 -0.020 -0.038 -0.019
DCA: 0.095 -0.019 -0.009 -0.008 -0.044
DLA; -0.100 * -0.049 -0.013 -0.038 0.015
Panel D: ROE_IND
DA 0.047 -0.017 -0.022 -0.104 * -0.076
DCA; 0.041 0.073 0.072 -0.006 -0.010
DLA; 0.021 -0.126**  -0.127* -0.102 * -0.103*
(1)DA (t= DCA; t=1
DLA; t=1 ROA t-1
t ROE t
t ROA_IND; t ROA t
ROA ROE_IND; t ROE t ROE
(2 ( AROA AROE; AROAIND; A ROE_INDy)

**

(3)*

**k*

4-4
10%

5% 1%
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