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Abstract

This research project analyses the stock prices reaction to interim dividend
announcements in the Colombo Stock Exchange. This study addresses the
major empirical questions. How do stock prices react to interim dividend
announcements on the Colombo Stock Exchange? Does information
subsequent to a public announcement of dividends reflect fully and
instantaneously on share prices? These issues are investigated through an
overall sample of 205 events of 49 companies covering the period from

1999 to 2007 using well known event study methodology.

The findings of the market reaction over interim dividend announcement
support the informational content of the dividend hypothesis; the analysis
shows that the Sri Lankan Stock Market is inconsistent with the semi-
strong form of the Efficient Market Hypothesis. These empirical findings
are important implications for the investors to make portfolio decision,
management to communicate important information to the market on a
timely and regular basis, Stock market regulatory agencies to increase
monitoring activities on the stock market to ensure that listed companies
disseminate important information timely and regularly. This sort of study
can motivate the development of stock market activities through an effort
of findings ways and means to earn better return to the investors of the Sri

Lankan Stock Market.
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