
© 2022 IJNRD | Volume 7, Issue 7 July 2022 | ISSN: 2456-4184 | IJNRD.ORG 

IJNRD2207150 International Journal of Novel Research and Development (www.ijnrd.org)  

 

1348 

THE ANNOUNCEMENT EFFECT OF CASH 

DIVIDEND: - A CASE STUDY OF 

RELIANCE INDUSTRIES LIMITED 

1 Praveen Singh Chawahan 

1 Assistant Professor & Research Scholar (D.D.U. Gorakhpur University, Gorakhpur, U.P., India) 
1 Department of Commerce 

1 Govt. College Gairatganj, Rasien, M.P., India 
 

Abstract:  Dividend decision is very important decision for finance manager to take action between Investment decision and 

Financing decision. There is a gap of research on Reliance Industries Limited being no sufficient research has been done in 

recent decade to seek the relationship between dividend policy and shareholders wealth in short run. This draws my attention 

to study the short-term effect of dividend announcement on shareholders wealth of Reliance Industries Limited. My research 

is based on secondary data collected either from RIL’s annual report or moneycontrol.com/BSE Sensex. I have analyzed 

only data for 10 years from 2011-12 to 2020-21. I have applied paired-t test & Wilcoxon Signed Ranks Test, to check 

whether significant positive difference in stock prices of RIL listed on BSE exist or not after dividend announcement date 

of RIL till ex-dividend date (say window period) as compared to before announcement date (equal no. of window period as 

between dividend announcement date till ex-dividend date) during studied period. Result shows that there is statistically 

significant positive difference existed in stock price of RIL listed on BSE after dividend announcement date till ex-dividend 

date which means wealth of shareholders of RIL increase after dividend announcement till ex-dividend date in window 

period from 2011-12 to 2020-21. I have tested only short-term effect of dividend announcement thus there is scope of long-

term study of dividend policy of Reliance Industries Limited. 

 

Index Terms – Dividend announcement, Event study, Reliance Industries Limited, Paired-t test & Wilcoxon Signed Ranks 

Test. 

I. INTRODUCTION 

Reliance industries limited is a conglomerate company which have branches in across the world with leading businesses in 

oil and refineries, telecom, retail and many more. Reliance industries limited always focuses on distributing a stable dividend 

whatever will be the macroeconomic condition in the country. In tough time also Reliance industries limited trying to 

distribute dividend even when their outstanding loan burden is huge. Though, the company has distributed less amount of 

profit as dividend thus it indicates that company is in the view to support dividend relevance theory which is coined by 

Walter and Gordan. As per relevance theory dividend positively influence the investors by giving signals that the company 

have first enough reserves and second enough earnings to distribute dividend. Further, this indicate that giving some amount 

of profit as dividend and retaining most of the profit for future growth is necessary when there is opportunity and vice-versa.  

II. NEED OF THE STUDY. 

Firstly, Reliance industries limited is one of those companies which have great potential as the company is directed by one 

of the best business man family in India i.e., Mukesh Ambani after Dhirubhai Ambani. As per Reliance industries limited, 

the company is first private Indian company to be listed in the Fortune Global 500 list and first Indian private sector company 

to be rated by international rating agencies like Moody etc. The company engaged in seven businesses as per the company 

website includes exploration and production, petroleum refining and marketing, new energy, textiles, petrochemicals, retail 

and telecom. Currently, company is working hard to develop itself in the field of 5G in telecom through Reliance Jio 

Infocomm Ltd. Thus, I can say that there is a lot of opportunities available to invest for RIL though the company has 

distributed stable dividend so far. Second, as for as dividend is concerned it is said that dividend is such a burning issue in 

corporate finance that whatever researched is conducted seems not enough for the researchers as there is no clear-cut theory 

can be established yet and always dilemma exist since so long time that why companies paying dividend no matter whatever 

is the size of company or which type of company is? Thus, this study is conducted to know the effect of cash dividend 

announcement on stock price of Reliance industries limited listed on BSE during the research period.  

III. RESEARCH METHODOLOGY 

To conclude the research, I have taken data of 10 years from 2011-12 to 2020-21 from annual reports of the company & 

moneyconrol.com for date of announcement and ex-dividend date. 
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3.1 Population and Sample  

 The study is conducted on only one company i.e., Reliance Industries Limited and covering a period of ten years from 

2011-12 to 2020-21 and a window period between ‘the post dates of announcement date to ex-dividend date’ & equal 

distance pre dates from the announcement dates which is vary from year to year based on announcement and ex-dividend 

periods. 

3.2 Data and Sources of Data 
 For this study secondary data has been collected. From the website of BSE SENSEX, the daily stock prices for the 

Reliance Industries Limited is obtained. And from the website of Moneycontrol.com & annual reports of the company 

announce date and ex-dividend date is taken.  

3.3 Theoretical framework and development of hypothesis 

 Dividend policy is one of the important functions of a finance manager. Whether distribution of dividend is needed or 

not discussed by many researchers whatever they observe on the basis of that they propose theories. There are two approaches 

regarding this, one is relevance which is proposed by Lintner (1956) and Gordon (1959) as per their view dividend 

distribution resulted increase in wealth thus dividend should be distributed, another approach is irrelevance which is 

proposed by Miller and Modigliani (1961) and Black (1976) as per their view there is no effect of dividend distribution on 

stock price/wealth thus no need to distribute dividend. In corporate world corporate announcements play very important role 

for the future planning not only for investors but also for other stakeholders. Dividend announcement event is one of them 

which is most important event. There is a lot of research conducted to know the short-term effect of dividend announcement 

events on stock price of a company. First research is conducted by RR Pettit (1972) who found that pricing of securities 

done through the use of dividend change announcement. As per Aharony & Swary (1980) cash dividend announcement and 

event studied have a special significance. KM Eades (1985) observed that there was sluggish market reaction to dividend 

announcements, however after ex-dividend date there was no evidence of a sluggish market reaction. Lonie, et al. (1996) 

found that investors responded to the increase or decrease in dividends. Atul Sheel & Yi Zhong (2005) studied that dividend 

increase announcement did influence the Cumulative Abnormal Returns. Akbar & Baig (2010) found that the Average 

Abnormal Return for cash and stock dividends is mostly positive. Anwar, Singh and Jain (2017) observed that the cash 

dividend announcement have positive Average Abnormal Returns. However, Eyup Kadioglu (2008) observed that there was 

a significant negative relationship between cash dividends and abnormal returns after the dividend announcement in Turkish 

capital market. As per Sharma (2011) the investment strategies based on dividend announcement events could not result in 

significant abnormal returns for the investors.  As per this discussion I can say that sometimes dividend announcement has 

positive effect on stock price and sometimes there is no effect of dividend announcement on stock price. Now, let’s find 

which theory fits on Reliance Industries Limited during studied period i.e., 2010-11 to 2020-21. 

Thus, I am going to find, which year shows positive significant effect after dividend announcement & which year 

shows negative significant effect after dividend announcement and also which year does not show any significant difference 

after dividend announcement on daily stock price of Reliance Industries Limited listed on BSE. Thus, I can formulate 

following hypotheses- 

Null Hypothesis- There is no statistically significance difference exist in stock prices of Reliance Industries Limited 

between pre-equal dividend announcement date and post dividend announcement date till ex-dividend date. 

Alternate Hypothesis- There is statistically significance difference exist in stock prices of Reliance Industries Limited 

between pre-equal dividend announcement date and post dividend announcement date till ex-dividend date. 

3.4 Statistical tools 

 This study is conducted in two parts, firstly I am looking that is there any statistical significance difference between 

‘pre-equal (here equal means same no of dates as dates between dividend announcement dates and ex-dividend dates) dates 

to dividend announcement’ and ‘post-dates to dividend announcement till ex-dividend dates’ is existed or not? Second, if 

there is any statistically significance difference is existed then it is to find that either this difference is positive due to increase 

in daily stock price of Reliance industries limited after announcement dates or difference is negative due to decreasing daily 

stock prices of Reliance industries limited after announcement dates as compared to pre-equal window period before 

dividend announcement date. Thus, to come on conclusion, I am looking for whether statistical difference in daily BSE stock 

price of Reliance Industries Limited is positive after announcement date or not? And thus, to find which years evidence, 

positive effect after dividend announcement in short term window period between dividend announcements to ex-dividend 

date as compared to pre-equal window period to dividend announcement date on daily stock price in BSE of Reliance 

Industries Limited. 

3.4.1 Paired t-test/ Wilcoxon test  

 Whether ‘pre-equal dates to date of announcement’ and ‘post-dates between dates of announcement till ex-dividend 

date’ shows any statistically significant difference exist or not in stock prices of RIL after dividend announcement. For this 

firstly, normality is checked to employ either paired-t test or Wilcoxon test, then appropriate test is employed to test the 

statistical significance difference.  

3.4.2 Descriptive Statistics 

 After finding statistical significance differences of each studied period. To make conclusion regarding any statistically 

significance positive difference exists or not after dividend announcement till ex-dividend date, I have applied descriptive 

statistics on stock prices of RIL in pre and post window period to compare positive or negative difference between pre and 

post dividend announcement date through minimum & maximum range, standard deviation and mean of the data between 

‘pre-equal dates to dividend announcement’ and ‘post dividend announcement to ex-dividend dates’. And then conclude that 

which year experienced either positive effect on Stock prices of RIL listed on BSE due to increasing in daily stock price of 

Reliance industries limited after dividend announcement dates or negative effect on Stock prices of RIL listed on BSE due 

to decreasing daily stock prices of Reliance industries limited after dividend announcement dates.  
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IV. RESULTS AND DISCUSSION 

Table 4- Shows event period (year wise)- 

Year Announcement 

Date 

Ex-Dividend 

date 

No. of window period after dividend 

announcement date  

(Post Window Period)  

No. of window period before 

dividend announcement date 

(Pre-Window Period) 

2011-12 20/04/2012 7/6/2012 34 34 

2012-13 16/04/2013 18/05/2013 22 22 

2013-14 21/04/2014 3/6/2014 30 30 

2014-15 17/04/2015 15/05/2015 20 20 

2015-16 8/3/2016 26/05/2016 53 53 

2016-17 25/04/2017 13/07/2017 56 56 

2017-18 27/04/2018 27/06/2018 43 43 

2018-19 18/04/2019 2/8/2019 73 73 

2019-20 30/04/2020 2/7/2020 44 44 

2020-21 30/04/2021 11/6/2021 30 30 

Sources- Sources- All italic were taken from- Money control.com- https://www.moneycontrol.com/company-

facts/relianceindustries/dividends/RI & Other than italic were taken from annual reports of Reliance Industries 

Limited. 

Above data of table no. 4 shows no. of pre-equal events to dividend announcement date and no. of post events from date of 

dividend announcement till ex-dividend date. All italic font showing data has been taken from moneycontrol.com Reliance 

Industries Limited dividend distribution page & all other normal font styled data has been taken from annual reports of 

Reliance Industries Limited. Firstly, no. of events between date of dividend announcement till ex-dividend date (I called it 

post-window period) has been taken from BSE Sensex data set then pre- corresponding equal no. of events to dates between 

date of dividend announcement till ex-dividend date (I called it pre-window period) has been taken from BSE Sensex data 

set to make study even. Secondly, I have run the test of normality on the basis of that I have used either Wilcoxon test or 

paired t-test by using IBM SPSS Statistics.   

Table 4.1.1- Results of Wilcoxon test/Paired t-test of the Study from the year 2011-12 to 2020-21 by using IBM 

SPSS Statistics version 22 at 5% level of significance. 

Test Summary 

Year Type of data 
Type of 

test 

Higher no. of 

pre-dividend 

announcement 

ranks/events 

Higher no. of 

post dividend 

announcement 

ranks/events 

Z 

value 

/t 

value 

Asymp. Sig. 

(2-tailed) at 

5% Level of 

significance 
Rejecting 

Hypothesi

s 

Accepting 

Hypothesis 

2011-

12 

Abnormally 

Distributed 

Wilcoxon 

Signed 

Ranks 

Test 

34 0 5.087 .000 Null Alternate 

2012-

13 

Abnormally 

Distributed 

Wilcoxon 

Signed 

Ranks 

Test 

9 13 1.477 .140 Alternate Null 

2013-

14 

Abnormally 

Distributed 

Wilcoxon 

Signed 

Ranks 

Test 

0 30 4.782 .000 Null Alternate 
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2014-

15 

Abnormally 

Distributed 

Wilcoxon 

Signed 

Ranks 

Test 

4 16 3.211 .001 Null Alternate 

2015-

16 

Abnormally 

Distributed 

Wilcoxon 

Signed 

Ranks 

Test 

8 45 5.112 .000 Null Alternate 

2016-

17 

Abnormally 

Distributed 

Wilcoxon 

Signed 

Ranks 

Test 

4 52 6.428 .000 Null Alternate 

2017-

18 

Normally 

Distributed 
Paired t-

Test 
NA NA 11.52 .000 Null Alternate 

2018-

19 

Abnormally 

Distributed 

Wilcoxon 

Signed 

Ranks 

Test 

26 47 1.844 .065 Alternate Null 

2019-

20 

Abnormally 

Distributed 

Wilcoxon 

Signed 

Ranks 

Test 

2 42 5.742 .000 Null Alternate 

2020-

21 

Abnormally 

Distributed 

Wilcoxon 

Signed 

Ranks 

Test 

16 14 1.059 .289 Alternate Null 

Above results as per table no. 4.1.1 has been calculated year wise from 2011-12 to 2020-21 by using IBM SPSS statistics at 

5% level of significance and appropriate test has been done on the basis of test of normality. In Wilcoxon signed rank test 

higher no. of pre-dividend announcement ranks/events mean no of events when stock price of Reliance Industries Limited 

listed on BSE is greater than post dividend announcement date & higher no. of post dividend announcement ranks/events 

mean no. of events when stock price of Reliance Industries Limited listed on BSE is greater than pre-dividend announcement 

date then these events compared to know which event is dominating. If post window event is dominating then I can say that 

positive effect of dividend announcement is reflected on stock price of Reliance Industries Limited and vice-versa. So, let’s 

begin with the analysis, study shows all the studied year experience statistically significance difference at 5% level of 

significance when null hypothesis is rejected & alternate hypothesis is accepted between pre-window period events and post 

window period events except in the year 2012-13, 2018-19 & 2020-21 when null hypothesis is accepted & alternate 

hypothesis is rejected which is found to be statistically insignificant at 5% level of significance. 

Table 4.1.2- Descriptive statistics summary from the year 2011-12 to 2020-21.  

Descriptive Statistics Summary 

Year 

Significant 

or 

Insignificant 

Pre- Dividend Announcement Events Post Dividend Announcement Events 

Conclusion 

Mean SD Minimum Maximum Mean SD Minimum Maximum 

2011-

12 

Statistically 

Significant 
334.9 12.9 318.4 359.5 312.5 9.6 297.0 327.4 

Negative 

effect of 

dividend 

announcement 

on stock price 

of RIL 
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2012-

13 

Statistically 

Insignificant 
360.0 12.5 345.1 387.3 366.4 10.5 348.4 386.6 

No effect of 

dividend 

announcement 

on stock price 

of RIL 

2013-

14 

Statistically 

Significant 
417.0 20.3 371.3 445.8 476.2 34.9 427.2 528.5 

Positive effect 

of dividend 

announcement 

on stock price 

of RIL 

2014-

15 

Statistically 

Significant 
402.5 17.3 379.7 434.6 415.3 8.9 398.9 434.3 

Positive effect 

of dividend 

announcement 

on stock price 

of RIL 

2015-

16 

Statistically 

Significant 
476.1 18.3 434.7 516.7 491.9 17.1 455.4 521.8 

Positive effect 

of dividend 

announcement 

on stock price 

of RIL 

2016-

17 

Statistically 

Significant 
1235.1 132.8 1026.4 1429.7 1377.9 55.3 1303.2 1516.8 

Positive effect 

of dividend 

announcement 

on stock price 

of RIL 

2017-

18 

Statistically 

Significant 
922.2 22.2 887.9 977.9 967.8 32.9 916.5 1030.3 

Positive effect 

of dividend 

announcement 

on stock price 

of RIL 

2018-

19 

Statistically 

Insignificant 
1259.0 86.1 1092.9 1391.1 1298.7 53.6 1165.3 1411.3 

No effect of 

dividend 

announcement 

on stock price 

of RIL 

2019-

20 

Statistically 

Significant 
1202.8 169.9 900.1 1490.3 1562.8 111.2 1426.6 1772.5 

Positive effect 

of dividend 

announcement 

on stock price 

of RIL 

2020-

21 

Statistically 

Insignificant 
1996.2 60.9 1901.3 2108.4 2042.4 115.7 1915.7 2220.9 

No effect of 

dividend 

announcement 

on stock price 

of RIL 

Table no 4.1.2 shows descriptive statistics summary calculated by IBM SPSS Statistics Version 22. To come on conclusion I have 

firstly check whether result is statistically significant or not at 5% level of significance. If data is statistically insignificant then 

conclusion will be no effect of dividend announcement on stock price of Reliance Industries Limited, if data is statistically significant then 

conclusion will be either positive effect of dividend announcement on stock price of Reliance Industries Limited or negative effect of dividend 

announcement on stock price of Reliance Industries Limited. Whereas positive effect of dividend announcement on stock price of Reliance 

Industries Limited refers to increase in stock price of RIL after dividend announcement date till ex-dividend date and this can be calculated as 

higher no. of post window events as compared to pre-window events (can be check through table no. 4.1.1) along with higher minimum and 

maximum stock price of RIL during post window events as compared to pre-window events this can be checked through table no. 4.1.2 & negative 

effect of dividend announcement on stock price of Reliance Industries Limited refers to decrease in stock price of RIL after dividend announcement 

date and this can be calculated as higher no. of pre-window events as compared to post window events (can be check through table no. 4.1.1) 

along with higher minimum and maximum stock price of RIL during pre-window events as compared to post window events this can be checked 

through table no. 4.1.2. As per this discussion firstly, no effect of dividend announcement on stock price of RIL can be observed in the year 2012-

13, 2018-19 & 2020-21 this result is consistent with Miller and Modigliani (1961) and Black (1976) and Sharma (2011), secondly, negative 

effect of dividend announcement on stock price of RIL can be observed in the year 2011-12 only consistent with Eyup Kadioglu (2008) & 

thirdly, positive effect of dividend announcement on stock price of RIL can be observed in the year 2013-14, 2014-15, 2015-16, 2017-18 and 

2019-20 consistent with Aharony & Swary (1980), KM Eades (1985), Atul Sheel & Yi Zhong (2005) & Anwar, Singh and Jain (2017). 
Thus, I can conclude that in most of the cases, positive effect of dividend announcement till ex-dividend date can be observed on stock price 

of Reliance Industries Limited listed on BSE Sensex during the research period.   
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V. Limitation of Study 

 

     This is done only on one company i.e., Reliance Industries Limited thus, there is a scope for comparative study. The research 

period is from 2011-12 and data is calculated on the basis of secondary data. This study only covers short-term analysis thus, 

there is a scope for long-term study on factors affecting dividend policy of Reliance Industries Limited.  
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