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Impact of Bonus Issues on Stock Returns on Selected Indian Equities is the study's title. Five 

different industries and five different firms' stocks were picked for the study. Several 

businesses were included, including Sudharshan, Mind Tree, Kothari Industries, and Infosys. 

Ten days prior to and ten days following bonus announcements are the research periods for 

each organization. Stock volatility, standard deviation, and mean return were examined for 

the study. Since Ttest was suitable for comparing returns before and after bonus 

announcements, it was utilized to test the hypothesis. The null hypothesis states that 

following bonus announcements, there is no change in return. After bonus announcements, 

Infosys' results were shown to be highly volatile, while Mind Tree and Kothari Mind tree and 

Kothari had less or little change in returns after bonus announcements. In all cases except 

Sudharshan Chemicals the null hypothesis was accepted. i.e there was no change in returns 

after bonus announcements in case of Sudharshan chemicals.  

Keywords: Bonus, volatility, standard deviation, and mean return. 

Introduction  

Bonus issues, also known as scrip issues, are stock splits in which a business issues new 

shares at no cost to align its employed capital—the additional capital available to the business 

once retained earnings are taken into account—with its issued capital, or outstanding stock. 

This typically occurs after a business has increased its utilized capital by keeping its profits. 

As a result, a bonus issuance could be considered a dividend substitute. With a bonus issue, 

no fresh money is raised. An offer to give current owners more shares is known as a bonus 

issue. The "Capitalization Issue" is the term for the situation where a business chooses to 

boost the dividend payout by issuing additional shares. The stockholders receive new shares 

in proportion to their. 

Review of the Literature  

Budhraja et al. (2004), Market Reaction  

Around the Stock Splits and Bonus issues: Some Indian Evidence in their study on BSE 

suggested that abnormal returns in stock prices around the bonus issue announcement data, 

over three day trading period starting one day before the announcement is significant at 95 

per cent confidence level. It also says that much of the information in the bonus 

announcement gets impounded into stocks by the time of the announcement of the bonus 

issue. 

Madhuri Malhotra (2007) 

Evidence from India on the Impact of Bonus Issue Announcements on Stock Market Reaction 

and Liquidity Changes This study looks at how a sample of Indian companies' share prices 
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responded when the bonus issue was announced. The Bonus issue announcement reaction has 

been studied using standard event study methodology. Around the announcement date, bonus 

issue announcements result in abnormally negative returns. Following the announcement of 

the bonus issue, there is a negative reaction, indicating that the market underreacts. 

Additionally, it is noted that no information was leaked before the announcement. There was 

a little but noticeable drop in the liquidity ratio following the news. The increased trade 

liquidity appears to be incompatible with all three liquidity metrics expectation. 

Satyajit Dhar and Sweta Chhaochharia (2009) 

Some Indian Evidence of Market Reaction to Stock Splits and Bonus Issues Bonus issues and 

stock splits are sometimes viewed as mainly cosmetic occurrences. Nonetheless, a number of 

studies have discovered a number of stock market impacts linked to stock splits and bonus 

problems. The impact of these two kinds of events on the Indian stock market is examined in 

this research. We employ the methodology of event studies. The Capital Asset Pricing Model 

is used to calculate the abnormal returns, and t-tests are used to determine their significance. 

The two occurrences are linked to a noticeably good announcement effect, which is in line 

with existing literature. 

Objectives of the Study  

1. To research and analyze how bonus concerns affect the price of equity.  

2. To investigate how bonus concerns affect the volatility of stock returns.  

3. To determine the reasons behind bonus problems and stock return volatility. 

Research Methodology  

1. Sample size: five businesses were selected from five distinct industries.  

2. Information: Secondary information was gathered from pertinent websites. For example, 

www.moneycontrol.com and www.nseindia.com 

 3. Hypothesis H0: The stock returns remain same after the bonus issue H1: The stock returns 

after the bonus issue have changed. 

 4. Statistical Data Used: The hypothesis was tested using the T test since it is crucial to 

ascertain how returns changed before to and following the announcement of bonus shares.. 

Scope of the Study 

 The study will reveal returns volatility over the period and it shall also bring an on sight 

awareness to investors who are interested to invest in bonus shares. 

Data Analysis and interpretation  

7.1 Infosys- Bonus issue announcement on 10.10.2014 
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It is clear from the foregoing that Infosys shares have returned less following the 

announcement of the bonus issue. This demonstrates that speculators are crucial in 

purchasing corporate stock following announcements. In the post-announcement phase, the 

standard deviation of risk and volatility is quite low. This suggests that the speculators did not 

keep the stocks for an extended amount of time. 

 

H0: There is no change in the stock returns following the bonus issue  

H1: There is a change in the stock returns following the bonus issue  

Statistical test: Because of the samples' independence, normal distribution, and presumption 

of equal population variances, the t-test was selected. Level of Significance: 5% is the 

significance level (two-tailed test). Value calculated: 0.879 

Interpretation: Since the calculated value is lesser than critical value i.e. 0.879 

Mind tree- Bonus issue announcement 

made on 16.04.1974 
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It is clear from the above table that Mind Tree shares had a marginally higher return 

following the announcement of the bonus issuance. This indicates that the involvement of 

speculators in purchasing corporate stock following announcements is mediocre. In the post-

announcement phase, the standard deviation of the risk and volatility factors is lower. The 

price fluctuations show that the speculators held the stocks for a considerable amount of time. 

 

Interpretation: Since the calculated value is lesser than critical value i.e. 0.06 

Kothari products limited- bonus issue announcement on 11.02.2014 

 

It is clear from the above table that Kothari shares saw a substantial return following the 

announcement of the bonus issuance. This demonstrates that speculators are crucial in the 

purchase of corporate stock following announcements. In the post-announcement phase, the 

standard deviation of the risk and volatility factor is extremely high. This suggests that the 

investors held the stocks for a considerable amount of time. 
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Interpretation: The null hypothesis, which states that there is no change in stock returns 

after the announcement of the bonus issue, must be accepted because the computed value is 

smaller than the critical value, or 1.46 <2.30. When compared to the volatility in returns prior 

to the bonus problem in India, the empirical data indicates that the volatility in returns did 

vary following the bonus issue. 

7.4 Raj Television limited- bonus issues announcement on 28.01.2014 

 

 

It is clear from the above table that Raj Television Limited's shares saw a little greater return 

following the announcement of the bonus issuance. This indicates that the involvement of 

speculators in purchasing corporate stock following announcements is mediocre. In the post-

announcement phase, the standard deviation of the risk and volatility factors is lower. The 

price fluctuations show that the speculators held the stocks for a considerable amount of time. 
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Interpretation: The null hypothesis, which states that there is no change in stock returns 

after the announcement of the bonus issue, must be accepted because the computed value is 

smaller than the critical value, or 1.194 <2.17. When compared to the volatility in returns 

prior to the bonus problem in India, the empirical data indicates that the volatility in returns 

did vary following the bonus issue. 

Sudarshan chemicals- Bonus issue announced on 08.08.2014 

 

It is clear from the above table that shares of Sudharshan Chemicals Television Limited saw a 

negative performance following the announcement of the bonus issuance. This demonstrates 

that speculators had little influence over the purchase of business stock following 

announcements. In the post-announcement phase, the standard deviation of the risk and 

volatility factors is lower. It appears that speculators are not actively investing in this stock 

during the post-announcement phase. 

 

Interpretation: The null hypothesis, which states that there is a significant change in the 

stock returns after the bonus issue announcement, must be rejected because the computed 

value is less than the critical value, i.e., 2.42 > 2.26. When compared to the volatility in 

returns prior to the bonus problem in India, the empirical data indicates that the volatility in 

returns did vary following the bonus issue. 

Findings and Conclusions 

There is a lower return on Infosys shares following the announcement of the bonus issue, a 

slightly higher return on Mind Tree and Raj Televisions shares following the announcement 

of the bonus issue, and an average role for speculators in purchasing company shares 

following announcements. On the other hand, Kothari shares have a high return following the 

announcement of the bonus issue, indicating that speculators are important in purchasing 
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company shares following announcements. Sudharshan Chemicals Television Limited shares 

have a negative return following the announcement of the bonus issue. This demonstrates that 

speculators had little influence over the purchase of business stock following announcements. 
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