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—49 =0.07062 —0.77179 —0.36520
—48 0.05103 0.58569 —0.31417
—47 0.11255 1.22107 —0.20162
—46 —0.01320 -0.14133 —0.21482
—45 0.18192 1.85527 —0.03290
—44 —0.04148 -~0.47772 —0.07438
—43 0.03998 0.42070 - —0.03440
—42 0.09841 1.07942 0.06401
—41 0.03727 0.39435 0.10128
—40 —0.05730 -0.61475 0.04398
-39 —0.01097 —0.11487 0.03301
-38 ~0.06420 —0.69243 -0.03119
=37 0.02509 0.26901 -0.00610
-36 0.07869 0.82862 0.07259
-35 0.07070 0.73858 0.14329
=34 -0.10708 —0.00504 0.03621
-33 —0.15006 —-1.58220 —0.11385-
-32 —0.02265 -0.23830 —0.13650
=31 —0.08921 —0.86789 -0.22571
=30 0.07120 0.73585 —0.15451
-29 0.05228 0.55450 -0.10223
-28 —0.04400 ~0.44518 -0.14623
-27 0.01887 0.19424 -0.12736
-26 -0.01277 -0.13343 —0.14013
-25 0.16323 1.65138 0.02310
=24 0.09293 0.92520 0.11603
—23 0.06332 0.67773 0.17935
—-22 -0.07210 —0.75322 0.10725
-21 -0.11477 —1.15714 -0.00752
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—20 0.02667 0.28512 0.01915
-19 0.13860 1.34068 0.15775
-18 —0.12944 —1.28304 0.02831
-17 —0.04205 —0.42729 —0.01374
—-16 0.01167 0.13582 -0.00207
-15 0.00719 0.07773 0.00512
-14 0.13396 1.38920 0.13908
-13 0.12814 1.35244 0.26722
-12 0.31062 3.1406 0.57784
-11 0.26133 2.8126 0.83917
-10 0.35622 3.7829 1.19539
-9 0.17160 1.8185 1.36699
-8 0.13558 1.4286 1.50257
-7 —0.06528 -—0.7093 1.43729
-6 0.12239 1.2507 1.55968
-5 —0.11501 —1.1309 1.44467
—4 —0.28267 —2.8604 1.16200
-3 —0.30673 —3.1184 0.85527
-2 —0.06572 —0.6782 0.78955
-1 0.39163 3.6968 1.18118
0 1.76626 13.1540 2.94744
1 0.12105 0.8915 3.06849
2 0.05919 0.4989 3.12768
3 —0.12958 —-1.1775 2.99810
4 0.01281 0.11386 3.01091
5 0.08215 0.75575 3.09306
6 —0.10894 —1.02984 298412
7 —0.11497 —1.13350 2.86915
8 0.02092 0.20662 2.89007
9 0.25924 2.42835 3.14931
10 —0.04211 —0.38584 3.10720
11 ) 0.10045 0.98509 3.20765
12 0.03335 0.31107 3.24100
13 0.04392 0.43981 3.28492 R
14 0.10040 0.93930 3.38532
15 —0.03049 —0.28980 3.35483
16 0.05882 0.56081 ° 3.41365
17 0.08990 0.83794 .3.50355
18 —0.07471 —0.71543 3.42884
19 0.12742 1.15071 3.55626
20 0.04916 0.46199 3.60542
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21 0.14374 1.34696 3.74916
22 —0.10049 -0.95127 3.64867
23 0.08679 0.87061 3.73546
24 0.18038 1.74400 391584
25 0.06323 0.60587 3.97907
26 0.04394 0.50443 402301
27 0.02139 0.20756 4.04440
28 0.23006 223253 4.27446
29 0.15000 1.44062 442446 .
30 0.06882 0.65223 4.49328
31 -0.12901 —1.22457 4.36427
32 0.06505 0.63820 4.42932
33 0.08517 0.84176 4.51449
34 0.02050 0.18700 - 4.53499
35 —0.09915 —0.96929 443584
36 0.00894 0.08460 4.44478
37 —0.09846 —0.97791 4.34632
38 0.18811 1.92074 453443
39 —0.00140 —0.01467 453303
40 -0.02387 ~0.24324 4.50916
1 -0.04871 —0.51828 4.46045
42 —0.04583 —0.43760 4.41462
43 —0.06930 —-0.72731 434532
44 0.08284 0.80418 4.42816
45 0.07553 0.76435 4.50369
46 0.08858 0.84056 459227
47 —0.22203 —2.43547 4.37024
48 0.05562 0.51497 4.42586
49 —0.05884 ~0.60358 4.36702
50 —0.14600 -1.61034 4.22102
51 —1.11542 —1.14596 4.10560
52 0.03512 0.37431 4.14072
53 —0.08357 —0.86036 405715
54 0.11811 1.14393 4.17526
55 —0.06076 —0.59613 4.11450
56 —0.15717 —1.58541 395733
57 —0.01406 —0.13760 3.94327
58 ~0.15354 —1.54967 3.78968
59 —0.08302 —0.85254 3.70666
60 —0.04011 —0.41020 3.66655
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—60 0.34118 1.48565 0.34118
-59 —0.09081 —0.46920 0.25037
—58 0.21950 1.04232 0.46987
=57 0.41030 1.84876 . 0.88017
—56 0.22594 0.90294 110611
—55 0.14324 0.60783 1.24935
—54 —0.04015 —0.14971 1.20920
=53 0.13913 "0.56466 134833
—52 0.14590 0.63071 1.49423
=51 043113 1.76714 192536
.=50 -0.12213 —0.50208 1.80323
—49 0.01328 0.04763 1.81651
~48 0.15769 0.59218 1.97420
—47 —0.28299 -1.01434 169121
—=46 —0.02328 -0.10077 1.66793
—45 —0.39538 —2.03863 1.27255
—44 —-0.30924 = -1.27030 0.96331
—43 —0.26913 —1.18159 0.69418
—42 —=0.04600 —0.17173 0.64818
—41 —0.10069 —=0.41300 0.54749
—40 —0.05767 —0.24603 0.48982
-39 0.31847 1.24181 0.80829
—38 =0.01431 —0.05757 0.79398
=37 —0.03285 —0.13768 0.76113
—36 —0.16823 —=0.70526 0.59280
-35 0.21310 0.96418 0.80600
-34 0.26440 1.04321 1.07040
-33 0.73435 2.65172 1.80475
-32 0.01626 0.06967 1.82101
=31 0.13424 0.54428 1.95525
=30 0.28237 1.06122 2.23762
-29 0.02794 0.10188 2.26556
—28 -0.22549 —1.12160 2.04007
-27 0.73755 2.60074 2.77762
-26 0.19856 0.86397 297618
-25 0.17115 0.75461 3.14733
-24 0.27154 0.97594 341887
-23 0.12221 0.46183 3.54108
=22 0.26656 1.08883 3.80764

=21 . 0.08855 0.30088 3.89619
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—20 0.21543 0.82082 4.11162
-19 0.70274 251950 4.81436
-18 —0.08773 ~0.44960 4.72663
-17 —0.12764 —0.50584 4.59899
-16 0.21158 1.00678 4.81057
-15 0.41641 1.65187 5.22698
-14 0.27654 1.11583 5.50352
-13 0.06445 0.24412 5.56797
-12 0.24403 0.84882 5.81200
-11 ~0.21307 —0.98273 5.59893
-10 0.15914 0.64491 5.75807
-9 0.19493 0.83871 5.95300
-8 0.44534 167119 6.39834
-7 0.03737 0.12925 6.43571
-6 0.03137 0.11275 6.46708
=5 —0.42443 —1.70896 6.04265
—4 -0.27635 -1.01527 5.76630
-3 —0.02252 -0.07173 5.74378
-2 —0.69698 -2.41635 5.04680
-1 —-1.02460 —3.18085 4.02220
0 2.38004 © 850491 6.40224
1 0.60100 1.76363 7.00324
2 0.48120 1.54966 7.48444
3 0.55073 1.71355 803517
4 0.32490 1.03819 8.36007
5 0.11401 0.36809 8.47408
6 —0.18372 -0.63124 8.20036
7 0.12743 0.47742 841779
8 -0.17584 —0.64493 824195
9 0.18034 0.62876 8.42229
10 —0.25606 —0.99277 8.16623
1 —0.41616 —1.34960 7.75007
12 —0.14477 —0.58467 7.60530
13 0.41627 1.79655 8.02157
14 0.15633 0.61875 8.17790
15 —0.17867 ~0.75905 7.99923
16 0.46216 1.79728 8.46139
17 0.26928 0.87633 8.73067
18 —0.33121 —1.23866 8.39946
19 0.01241 0.05074 8.41187
20 —0.15999 ~0.71937 8.25188
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21 -0.37292 —1.66426 7.87896
22 -0.15751 ~0.56286 7.72145
23 —0.23825 -0.97249 7.48320
24 0.18393 0.79249 7.66713
25 0.04219 0.18520 7.70932
26 -0.17993 . —0.69134 7.52939
27 0.09803 0.32242 7.62742
28 —0.09819 ~0.36872 752923
29 —0.69558 —266992 683365
30 0.00005 0.00021 6.83370
31 -0.20674 ~1.02181 6.62696
32 —0.22240 -0.79240 6.40456
33 0.02979 0.10665 6.43435
34 ) ~0.50648 —2,24990 592787
35 -0.17016 —0.61042 5.75771
36 . 0.17295 0.89400 5.93006
37 —0.04068 —0.18240 5.88998
38 0.25021 0.95744 6.14019
39 —0.08539 -0.34038 6.05480
40 —0.10772 —0.46461 5.94708
41 —0.38502 —1.34377 5.56206
42 —0.43554 ~1.72005 5.12652
43 —0.52371 —2.06549 4.60281
44 —0.57039 —2.33873 4.03242
45 —0.40804 -1.91792 362438
46 0.02123 0.06981 3.64561
47 0.16866 0.67523 3.81427
48 0.18342 0.72326 3.99769
49 —0.22223 —0.81676 3.77546
50 " 0.26035 1.03237 4.03581
51 0.54739 2.22860 4.58320
52 0.24660 0.80757 4.82980
53 ~0.08858 ~0.33406 474122
54 0.50020 2.17678 5.24142
55 —0.10994 —0.38821 5.13148
56 —0.08814 —0.34212 5.04334
57 —0.02025 —0.07481 5.02309
58 -0.14998 —0.56933 4.87311
59 0.23189 0.73314 5.10500

60 0.04911 0.20382 5.15411
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STOCK DIVIDENDS, EQUITY RIGHT ISSUES
AND THE STOCK PRICE BEHAVIOR AROUND
THE EX-RIGHT DATE: THEORY AND
EVIDENCE

Tsun-siou Lee*

ABSTRACT

Stock price behavior around the ex-right dates of stock dividendes and eq-
uity right issues has been regarded as an anomaly [Grinblatt, Masulis and Titman
(1984), for example]. This paper propses a few investor behavior oriented
hypotheses to explain this seemingly anomalous stock price behavior followed by
some empirical investigations. The evidence supports the hypothesis of
right-value recovery expectation and the hypothesis of bargain hunting, but fails
to support the more traditional tax effect and dilution effect. Two additional
major findings are also documented: (1) There seems to be a four to five-day
forfeiting period just prior to the ex-right date of both types of évents, which
has not been documented in the literature. Interestingly,"this forfeiting
phenomenon is not related to tax avoidance, dilution effect or fund raising
pressure due to new stock subscription. (2) The abnormal returen between 15
trading days prior to and 30 trading days after the ex-right date of stock divi-
dend is found td be related to the stock dividend rate in a piecewise linear
fashion, with two turning points occurring at the stock dividend rates. of 28%
and 84%, respectively. Some implications to the corporate policies of stock divi-
dends and equity right issues are drawn from these findings.

Key Words: Right-value recovery expectation, Bargain hunting, Tax effect, Dil-
' lution effect, forfeiting hypothesis.

*Department of Finance, National Taiwan University.



