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Abstract

Due to the variant results of studies and scientédsearches in regards to the impact of stock gplicy on the
share market value; in addition to the existencenahipulation with the splitting decree by some panies,
and in the light of concern of the internationahtolling institutions to the stock markets whiatflect the
extent of responsiveness of stock markets to tligisg policy and its consequences. Moreover, rgguirement
of the emerging markets to more studies in regémdthe impact of splitting policy on the sharesding,
activating markets, and the requirements of thellsimeestors to acquire sufficient awareness otcktsplit
policy; such requirements are vital due to the dtarof scientific researches and articles thatkli@ahe
calculations and standards of stock split policffeet on the share market value s in the emergiagkets
especially the Egyptian stock market. Moreovererafnany of the Egyptian companies are directedylate
towards adopting such policy due to its active inlattracting small investors for contributingstock markets,
as well the consequences of this policy on the esipa of ownership of shares basis of companies and
activation of stock market. Thus, it becomes neagst clarify the illustrative frame of stock gpfiolicy by
reflecting its illustration, importance and motivagich companies follow the stock split. The resbar
findings in the light of the aforementioned anadyaind observations that are highlighted in thighstulAn
accounting framework is suggested to set critend basics that companies have to follow upon takie
splitting decision; some lists are suggested teecethe splitting impact to achieve the basic ¢amf research.
Prices of the market shares are affected by apiglicaf stock split on short term and medium rangkereas it
is shown that, the majority of companies that penfed splitting achieved increased prices in thearss after
stock split. Achieved split ratios are (15:1), @9that made the best impact on the share market wand share
trade value .In addition, the impact of the sesttype that a corporation belongs to on the vadarfdhe share
market value and the share trade value after stplik whereas a variance of the effect of stodk gplicy is
significant on the share market value and the strade value according to the sector’s type thedrporation
belongs to. Finally, the share trade value is @@y stock split in the short term and mediungean
Keywords: Stock split, stock prices, Egyptian stock Exchamgeounting framework, mixed method.

1. Introduction

Stock splits imperishably encompass a puzzle ferdifit parties involved in the stock market. Howetlais by
some of stock market applicants recognised as amaly corporate event does not involve any chariges
firm’'s future cash flows or in any other indicatoo$ profitability. Stock splits per se do not chanthe
fundamental value of firm. Besides, splitting theck may be expensive to some extent because dédsethat
are to be incurred, e.g. legal or administrativesfevioreover, some of the academics indicate thak splits
may influence the ownership structure, especidily institutional stake what, sequentially, can iotpide
monitoring or agency costs.

Within the purest efficient market hypothesis stepkits as such would not improve the value to the
stock price taking into account the abovementiostatements. However, as some of the scholars pighihat
managers try to distinguish the stocks of their ganies by moving back the stock price into teryitoerceived
as being more superior. Theoretically, stock splitgild not involve any profits but the reality pides a great
deal of examples of the usage of this corporatateve

Even though the existence of numerous evidenceifteraeht consequences of stock splits the main
reasons have remained anxious or, in a similar erarthe expectations and/or motivations that irsjire
management decision to split the stock have nat by identified. Some of the first known theaien stock
splits proclaim that the stock split is used tdigeathe share price to optimal trading range withihich there
exists optimal level of trading liquidity (tradingange hypothesis also known as liquidity hypothesis
Unfortunately, the factors that could help to defihis range have not been identified yet.

The phenomenon of stock splits is considered asléduphenomena in the financial markets and it's
usually aimed at reducing the market value of thagany’s shares whose prices have increased todrbah
levels and this reduction is usually contributeghe increase in the values of trading on the shafehese
companies and increase liquidity after it becaneeptices within the reach of the various segmehisvestors
and thus serve to broaden the base of the compahgi®holders and retail is done by reducing theimal
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value of the shares of the company or the constitualue is the value put by the company’'s shateigsa
founding.

It allows low market price of shares to enter a rdide of shareholders, which is not accepted
normally on high stock Price When one of the congmideclare a split its shares into two parts, théans
simply that the value of the stock will fall by hand also means that the number of shares wal tasthe
double and no any impact on owner’s equity or dialders, but the only effect of the stock split pmoperty
rights is the change in the nominal value of sharebnumber of shares and change in ownershiptsteuand
not in essence.

In light of the growing interest from regulatorsdaclients in the financial markets with the stophits
policy and what might their implications but no sensus on the impact of the stock split on the etarklue of
the shares, and that the aim of stock splits may fram company to company, and thus the sensjtivitprice
of the stock split vary from company to companypelaling on the nature of the sector the companytizend
timing of a decision stock split, and also by thepwortion of stock split, and economic circumstance
surrounding the company or the market, accordinthéonature of management and ownership struciae,
not clear that the effects in the financial statethewhich indicates the presence of deficienaefinancial
reporting, which did not indicate the impact ofaiebn the company’s various items.

Hence the need to measure the impact of the spitkpslicy on the market value of the shares, even
reliable when a decision has stock split, and datex to what extent it affects the application ofes and
principles of corporate governance on the effecigs of the stock split policy. And here comeshtomind of
the researcher, a fundamental question: What ipalssibility of drafting a proposed accounting feamork to
measure the impact of policy on the stock splitgof the stock Market? The ramifications of thisdamental
question the following questions:

0 What are the real motives for pursuing a policgafporate stock split?

0 What are the implications of the market value @ piolicy of stock split shares in the Egyptian talpi
market?

o Does the policy impact of fragmentation on the ktowarket value for different percentage of each of
the retail sector, which the company belongs to it?

The researcher tries to answer these questionsighroheoretical study and practical research
problem, in addition to the work of an accountingniework to measure the impact of the proposed stplit
policy on the price of the stock market. The abmsearch question inspired the main aim of thidystuhich is
to propose an accounting framework for measurimgirtipact of stock split policy on stock prices I tstock
market of Egypt.

To achieve the above aim of the study the follovsog-goals are settled:

Analysis of the intellectual framework of the stapkit policy.

Identify the most important motives for companied$dilow the policy of stock split.

Determine the dimensions of accounting and econdssies related to the stock split policy.
Clarify the information content of the policy obsk split.

An empirical study to measure the impact of pobicythe share split by market value, through the
work of the statistical study to lest the validitifhypotheses.

However, the importance of research stems fronfidlh@ving points

1. Scarcity of scientific research and literature oeasuring the impact of policy on the stock splé th
market value of shares in emerging markets, espetti@ Egyptian stock market.

2. Growing interest of the General Authority for Ficéal Control and dealers in the stock market with
stock split policy and its implications especiallfer the direction of many companies in Egypt rélge
to follow this policy.

3. The vital role of the policy of stock split to att small investors for the financial markets, aimel
consequent expansion of the ownership base ofpeiges, and stimulate capital markets.

4. Study the theoretical framework of the policy ofcit split in terms of concept and importance and
motivations of companies to follow the policy obek split, and determine the best ratio of the
fragmentation that fit the company’s competitivesition, and the nature of the sector the company
belongs to him.

5. Clarify the role of the application of rules andngiples of corporate governance in time governance
decision fragmentation of its shares.

6. Important role of accounting in measuring the intpdctock split on the stock price market
Therefore, this research attempts to develop agsexp accounting framework to measure the impact

of stock split on the stock market and to clarffg impact of stock split on the accounting thought.

agrwNPE

2. Literature preview
Chern et al. (2008) employ event study to studyphenomena of the stock split announcement andrataho
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returns of 500 stocks listed on three exchangesSEIYNew York Stock Exchange), NASDAQ (National
Association of Securities Dealers Automated Quotsj, and AMEX (American Stock Exchange). One ef th
hypotheses for the sample of 500 stock split evéota the period 1975-2004 modeled by the reseasdse
that the new information of stock split announcetrisnrmore rapidly integrated with the stock priadsthe
matters that are optioned as matched with non—ogtictocks what arises from the fact that optistedks are
more informational efficient than non—optioned ariEse significance of the signal of the announcemethus
declined by the probability of using the optioneafthe appearance of new information. Chern e{24108)
indicate significant differences in abnormal retufar two samples, i.e. the non—optioned and optiostocks
that declare the stock split, especially the foause lower excess returns comparing with the skooe on
trading sessions 0 and +1 while day O represem®umtement date (for both samples they are pokitive
Furthermore, similar results are found for the éweimdow [-20; +20]. Chern et al. (2008) indicateit the
presence of options [for stock—split—-announcing ganies] improve informational efficiency of trading

Baker et al. (2009) analyse the sample of 13,38dkssplit announcements of the split factor attleas
1.25—for-1 between 1963 until 2006 with the invohent of firms listed on the NYSE. The researchetgch
that a greater number of firms decide to splitgteck when in the market low—priced or small-cappanies
indicate higher valuations when compared with thmers. Furthermore, in an environment where market
partakers prefer lower—priced stocks the averageedse in the stock price following stock splitpésceived to
be deeper. The researchers discover that high isiilences pooled with low post—split prices swgjge
deteriorated future returns on small-caps compuiititl larger stocks. The similar pattern is anti¢gahfrom
lower—priced stocks compared with higher—pricedclksto In actual fact, Baker et al. (2009) indicated
significant positive relation of post—split pricesthe valuations of larger (or high—priced) stoaksl significant
negative relation of post—split prices to the vituzs of smaller (or low—priced) stocks. Unexpebtedolatile
companies imitate a greater tendency to split iaees.

Weld et al. (2009) try to detect some norms andocos that work with regard to stock prices.
Especially, the researchers specify that therensessettlement followed by firms when setting theels price.
More specifically, the stock prices in the U.S. it@pmarket were considerably greater before 1928 the
custom for average stock prices around $35 appwiess been initiated in the period of Great Degicgswhen
the stock prices dropped from an average of $70s&twho choose to perform contrary to this norm, e
remarkably high share prices of Berkshire Heathaway ($128,880.00 respectively as of thé"1af Aug.
2012). Alternatively, Weld et al. (2009) claim thattual norms for U.S. share prices are relianborsuch
assurances as the industrial sector it belongs tormpany’s size.

The last statement is as well supported by McNElaold Dravid (1991) who determine that the split
factor is positively associated with the deviatibpom “norm price”. Remarkably, Weld et al. (200%liger
evidence that companies whose share prices defri@te the price norm or instead do not split theckto
subsequently to move the price to the price norerat penalised by the market, i.e. price—targefinmys do
not achieve statistically or economically signifitaeturns in the next year. The researchers cdeclbat the
gains resulting from following the price norm al®g—existed and are anticipated to be reversed.

The subjects of [nominal] stock price puzzle alevith the catering theory have been analysed as well
by other researchers. Dyl and Elliott (2006) basadthe sample of 6,638 companies investigated itisise
before above-mentioned researchers examining #s®ns for why firms select specific price rangese Of the
results is that big companies tend to have highecksprices in addition to a greater number of ls$oc
outstanding. Moreover, companies are likely to tpkeactive actions in order to bring the stock @rio
favorable trading range. Likewise Weld et al. (20@yl and Elliott (2006) detect almost constanarghprices
over time accompanied by strong run—up in markdices, e.g. between 1976 until 2001 the averageann
price equals $28.21 while the S&P500 in the same tinterval rise by an approximate 1,159%. Whetinigt
the share prices to grow without having split thecks the average stock price would be equaled4@b.89
each in 2001 instead of the average stock pric828.48 each. Dyl and Elliott (2006) delivered pieadt
evidence that companies whose share price croBeearnticipated trading range in year t are morelyiko
perform a split rather than a company whose shape mloes not diverge from the range. Furthermthre,
researchers generalise a conclusion that the sutfi¢é@ding range does matter to companies anck tplit is
one of the implements utilised to achieve desiratdek price range.

Leung et al. (2006) observed the puzzle of stodikssfpom the standpoint of insider activity on the
example of splitters from Hong Kong wherever thmgie era is set between 1980 until 2000. The rebess
use abnormal insider trading activity, both sellangd buying, with the aim of assessing the infoiveatess of
the signal contained in the split announcement.th@a time period of three to four months before the
announcement there is detected abnormal supersilein activity. Additionally, nearby the announcerne
period there is stated positive and statisticalgpificant share price performance, precisely pesiabnormal
returns in the event window [-1;+1] amount to 5.1%##thin the market model. Abnormal returns are &l w
detected in the pre—split event window [-50;—1]tloa level of 43%. Leung et al. (2006) inferred tfaist as a
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provision for the notion that split contains posstinformation content to the market. Additionappasition is
statistically significant greater trading liquidiity the event window [-20; +20] besides two measufebid—ask
spread, i.e. relative and absolute spreads, fatigihe split which supported the liquidity hypotise©ne of the
adverse phenomena associated with the stock &plit® increase of the return volatility from 7%1t2%. The
researchers explicated this fact by boosted tradutiyity. Likewise previous research studies olit $actor,

Leung et al. (2006) stated positive and statidticsignificant relation between the split factordaabnormal
gains in the event window [-10;+10]. Sequentialigan be concluded that the choice of an expdiplit factor
signals splitting firms’ value to the capital matrkarticipants. Furthermore, it is further claintbdt stock splits
make up a comparatively superior tool of signaltogthe market for small firms instead of larger ©nm

summary, Leung et al. (2006) provided three hymekeon stock splits: signaling, [optimal] tradimgge, and
liquidity.

In summary, this section discussed the importarfictozk split policy and its motives; in addition t
splitting specifications and consequential impadatsaddition to the most important variance reasionshe
market value after stock split; thus clarifying aanting and economic dimensions of splitting; meezo
clarifying the informative content of splitting poy and its psychological impact of splitting onaseéholders.
Based on this discussion, the research hypothesdsranulated
The study hypotheses are as follows:

1. No significant effect was a significant for an estock split on the price of the stock market.

2. There is no different than the average change ikebgrice variability among coefficient stock $pli

3. There is no different than the average change irkebgrice according to the type in which secta th
company belongs to the split shares.

4. There is no different than the average changedrvétiue of trading stock variability among coe#ici
stock split.

5. There is no different than the average change eénviiiue of trading stock according to the type in
which sector the company belongs to the split share

3. Research Methodology

A researcher faces a number of complex issues @iiems in relation to his/her research activides plans.
The design of research is affected by issues mgldti the nature of reality and the nature of kmolgk. These
philosophical questions must be addressed expliditcause they determine the choice of reseaah tmd
strategies. According to Denzin and Lincoln (199Bradigm is a set of serial beliefs and actionghvhonsist

of three main inter-related elements: ontologystgmnology and methodolog¥herefore, matching particular
ontology and epistemology with suitable methodolqgyctices is a common tradition in social science
(Neuman, 1994; Decrop, 1999).

However, more recently, researchers have demoedteatjrowing recognition of the benefits of mixed
methods research. Both Bowen (2003) and MasseyBj2@forted that the mixed methods approach septe
a poly-vocal approach to research, where the useetfiodological strategies means that the reseadct®s not
necessarily favour a particular location of theigoworld over another. Researchers continuouslyeretween
the research questions and research objectivesdiegs of the methods adapted for the sake o&wicig the
research aim.

Even though there are some paradigmatic conflieta/&en quantitative and qualitative research, some
researchers justify the usage of mixed methodfiemasis that there are some common beliefs bettheemwo
paradigms. For instance, both qualitative and dtsdive researchers use empirical observations &etm
research objectives. Sechrest and Sidani (199%dntitat the two methodgdéscribe their data, construct
explanatory arguments from their data, and speculate about why the outcomes they observed happened as they
did” (p. 78). In addition, both types of researchororate safeguard activities in order to minintise lack of
trustworthiness that potentially exists in all m®h studies (Sandelowski, 198@he two paradigms have a
common objective which understands the world inclwhive live (Haase and Myers, 1988). Both paradigms
share a common commitment to understanding andowimg human welfare, and to apply a common goal of
spreading knowledge and practices (Reichardt antisR4994). Today, research is becoming incredging
dynamic and complex. Consequently, many researameesl to complement one approach with the use of
another in order to achieve a solid understandfrtheair research problem, and to provide high-quatsearch
by means of triangulations (Johnson and Onwueghf@ig4). When the two approaches are combinedHheget
the advantages of each methodology complement thiotiee other, resulting in a more solid researehigh
which yields more reliable and valid results (Dgxrb999).

Therefore, by using a mixed method methodology his tstudy, the researcher combines both
approaches in order to answer the specific reseguektions of the study. The shortcomings of tlividual
methods are minimised, and threats to internatlitglare recognised and addressed.

This aim of this study is to propose an accounfragnework for measuring the impact of stock split
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policy on stock prices in the stock market of Egyptmixed methods design is employed, by meanshathv
different but complementary data is collected.His study, some financial indicators for inspectihg impact
of policy on the share split by market value aramitatively analysed, in order to investigate tladidity of
hypotheses, through the work of the statisticadlgtiConcurrent with this, qualitative content ais&yare used
to explore the intellectual framework of the stagphit policy.

In summary, the benefits of both methodologies wemasidered, and the researcher considered that
combining elements of both quantitative as well caslitative data was more beneficial, thus making
triangulation possible. In short, through integrgtboth approaches together one is able to deterhom the
stock slit policy affects the market value of Edggptstocks and to formulate an accounting framevasdess the
impact of such policy on the performance of theclstmarket, and it is possible to gather the retpidata to
ensure that the questions of the study are suedlysahswered.

3.1 The sample and period of the study

The applied study of this research covers the gesi® of January 2006 till the end of November 204r;
interval that witnessed a relative recovery of sheck market; with most of stock split transactioas many
companies applied stock split policy for their gsathroughout this period of time, the said tratisas’ data
are available at Egypt for Information Disseminati®AE). The sample of the study is selected ofpEgn
stock market enlisted companies undergone stock; spbresenting the study population; with relativ
representation of various sectois which such companies belong; data were obtaimed stock market shares
trading movement statement in terms of value arahtify, within six months before and after stocktsgpvent,
except for two companies, the said period reacbadrhonths for one and the other took only one imonthe
insurance and banking sectors are not includedishstudy as the features of these companies iiezett
from the companies in other industrial sectors terms of financial statement liquidity assessmemt a
profitability measures. Moreover, they were foagssaturally and were bound by different accountings,
tax and regulations (Zeitun and Tian, 2007; Ma26,5b). This gave the study a sample of 22 firms

3.2The research design

The study fieldwork provides answers to the “howt'awhy” of the matters under study by presentingide
range of evidence through historical documents afidial accounting statements. Eisenhardt (198@ljdated
that a combination of data may perhaps be highheigetic. Quantitative approach can indicate ratatiips
that may be salient to researchers. Quantitatiypecaeh can also protect researchers from gettimipdaaway
by false impressions from qualitative data, andaih strengthen results when it is matched with itz
evidence. Qualitative approach is useful for un@deding the theory and underlying relationshipsoseg by
the quantitative data, or may propose directly tiescthat can be strengthened by quantitative stippo

3.2.1 The qualitative approach

Content analysis is a broadly used qualitative arede method. Instead of being a single method ptiesent
applications of content analysis display threeedédht methodgsdirected, conventional, or summative. All three
methods are used to understand meaning from thiertoof documents text data and, therefore, be tddvio
the mixed method approach. The major variancesdmtwhe approaches are threats to trustworthinegis
of codes, and coding schemes. In conventional abatgalysis, coding categories are resultant dyréicim the
text data. Through a directed approach, the amsadarts with a relevant research findings or thesrguide for
primary coding. A summative content analysis ineslvcomparisons and counting, normally of content or
keywords, after that the clarification of the funtntal context.

In this research, aummative approach is employed. The qualitative content analysiststavith
quantifying and identifying certain content or weiid documents text to understanding the contexiselof the
content or words. This quantification is an attempt to deduce meaning but, relatively, to discowveage.
Investigating for the presence of a particular eahtor word in textual documents material is refdrto as
manifest content analysis (Potter and Levine-Daosteér, 1999). Accordingly, the analysis goes beyomate
word counts to include latent content analysisehatontent analysis refers to the method of imétgpion of
content (Holsti, 1969). In this analysis, the engitids on realising fundamental meanings of theiemaror the
words (Morse and Field, 1995; Babbie, 1992; Catanzk088).

In this research, the initial part of the qualitatanalysis technique taking into account the stptk
policy that spread sporadically lately; specifigadifter the tendency of many companies to a jestifir non-
justified adoption of this policy; in addition th@ extent of effect related to this said onto thierests of
shareholders due to the application of such polidyoughout the last year; there were around 6@kssplit

! The division of sectors is obtained via the mopnthilletin issued by the stock market
2 In accordance with the published data found aEtgptian stock market website on that date, aedByyptian Financial
Supervisory Authority; and in accordance with tlagadobtained from Egypt for Information DisseminatCompany
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announcements in the Egyptian stock market; aatsulting in negative outcomes adversely affectitige

stability of the stock market. Thus, it becomesassary to clarify the accounting illustrative framoek of stock
split policy by reflecting its illustration, impahce and motives which companies follow the stqik. $n this

analysis, data were extracted from audited annual $tatements, company records, statistical repamd
publications. Data collected from sources outsidedase firms included documents on stock splitéement
reports and regulations, and newspaper publicattonthe progress of the stock splits process. Blaltdata
collection methods provide a method for triangolatiwhich increase the research scope, depth arsistency.
In addition, the use of triangulation generatesemials for discourse analytical studies, therebgriowing their
coherence and fruitfulness.

3.2.2The quantitative approach

The research applies the quantitative approachchwls generally located in the positivist socialesces
paradigm, which mainly reflects the scientific methof social sciences (Jennings, 2001; Creswe03P0The
positivist paradigm espouses a deductive approadid research process. It thus begins with theaiel
hypotheses on a particular phenomenon, collectsfdain the real-world site and subsequently analyise data
statistically to reject or support the initial hypeses (Blanche and Durrheim, 1999; Welman and é2001;
Masry, 2015c).

Researchers who implement a deductive approach ainaiveory to direct the design of the study and
the subsequent explanation of their results (Neyrh@®4). The aim is to verify or test a proposezbtly, rather
than to construct one. Therefore, it can be seanttte identified theory proposes a framework far whole
study, also serving as an organising model forésearch hypotheses and for the whole data caltegtiocess
(Masry, 2015a).

The analysis would start wittlescriptive analysis (mean and standard deviation) in order to reflect
characteristics and basic features of data setsofmparison purposes. The mean is obtained byidiyisum of
values by their numbers; one of the best measurerdral tendency in case of quantitative variahhet
including any extreme values; while standard dewiais one of the dispersion measures; it is tcéleulated
by average root mean square.

Consequently, thé-test is used in order to test the sample means signifie of the following:

e Testing means difference of two dependent or indépet samples.
e Testing correlation coefficient significance.

Under this test; the sample would be used to catleuhe T value (Calculated T), then to conclude th
probability value of (T) stated in schedules atsamnificance level 5% , in case the calculated Tigher than
the probability value of T (T-schedule) , the nhijpothesis would be rejected. If otherwise occumd]
hypothesis would be accepted and the alternatjeetssl.

There is another alternative for accepting or t&gcthe null hypothesis by comparing the calcudate
probability of Sig value to the calculated valueTofest value. Which is considered one of the owtmid the
Statistical Package for the Social Sciences (SR&8) the significance level 5% (theoretical proti; if Sig
value is less than (0,05) therefore, the null higpsis would be rejected. If the opposite happehed the null
hypothesis is accepted.

Accordingly, theanalysis of variance is performed to determine the significance of aetiéhces
between multiple samples means; of naturally disted populations of equal variance, to assesshehé¢he
test samples are withdrawn from populations ofshme mean. The analysis of variance constitutestabte
tool to test differences between various data grmygoin order to determine its consistency. In adance to the
research sample available data; (one way ANOVA) ikesipplied; as the effect of one independentatéei
taking numerous values due to multiple samplesstet.

Differences may be statistically significant orateld to difference in sample setting, however the
matter is depending on the calculated F based ®metbearch samples; the scheduled F at specifipeete of
samples of significance and differences. If thecuated F value is equal to the scheduled F oresigdt;
therefore the significance level occur; in otherdgothe samples are not withdrawn from the samenuamity
therefore, the null hypothesis shall be rejectedithe alternative one shall be accepted. If theutated F is less
than the scheduled F; would mean that the resudtsnat included as a significance level and refersome
coincidental factor, thus the null hypothesis wotédaccepted in this time.

There is another alternative to accept or rejeetritill hypothesis, which is made by comparing the
accounted probability Sig value of calculated Fhvatsignificance level 5% (theoretical probabilitif)the Sig.
is less than 5% then the null hypothesis is togpected, if the opposite happens then the null thgxis is to be
accepted.

4. The Analysis

This section describes the process of analysingrthiiple data collection gathered by the studye Tinst sub-
section describes the qualitative data analysifdlewhe second sub-section focuses on the metheplaftitative
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data analysis employed by the study

4.1 Qualitative analysis

The suggested accounting frame for the Stock pplity can be described as a specific well-formednk; this
frame is to be organised and collected in a madeéermining the basic criteria for adopting thecktsplit ’
policy. The said frame clarifies the charactersstid basis governing stock split policy and thesequences
results and effects; which makes this policy asah benefiting all its participates in the stockrket as investors,
economic units concerned to apply such policy.

The splitting policy is one of the policies adoptby corporation’s management which must be
disclosed along with its related surroundings aidigeto principles of disclosure and transparenakjrtg into
consideration the shareholders’ equity more spmifi the minority in application of the rules ofrporate
governance.

The basic purpose of the said frame is to develogntial statements and related clarifications to
include the effects and consequences of applyiegstbck split’ policy. It is recommended to detevenithe
accounting frame of stock split whereas it shatllude all the necessary accounting and non-acauinti
information as well the financial and technical lges to avail estimating the future profits andéfielling the
price of share after stock split and its profitughdetermining all the consequences of such efféather
accounting or non-accounting resulting from adaptithe stock split ' policy; therefore enabling the
management to achieve its goals related to desisidrsplitting. In order to achieve the above staie is
recommended to clarify the suggested frame thraliggiiaying the below themes of the qualitative gsial
First: Basic criteria of stock split policy
The basic criteria is represented in the vital $dbkat shall be determined and studied carefullycbmpanies
interested in splitting their shares before takthgs decision; taking into consideration that ipmesents that
structural frame of splitting such as:

1- Determining the objective of stock split

It is a must for the accounting frame to determihrebasic target of splitting shares; through sietermination of
splitting the nominal value of shares in order ézr@ase the price of share (is it expansion of ostmg basis, or
increase of free trading or achieving an ideal eaofitrading or to attract investors’ attentionigsue new capital
funding), in order to perform the required struatgrto such splitting and determine its steps; Basethe purpose,
it is to determine the targeted price of sharera&fteck split and to design the performance of rgangent as well
determining future plans for the corporation aéipplying such splitting.

2- Determining adequate splitting rate:

It is to be determined based on the purpose oetarigsplitting, through determining the fair valoeshare after
stock split to reach to adequate splitting valieeugh determining the nominal value of share afteck split in a
way adapting with the corporation’s capital as vik# sector it belongs to; in addition to strengthts shares’
performance, the ability of the management to aehiature profits and performance improvement; ideo to
avoid any drop in the profit value of share in ayvadfecting negatively the investors’ decisionskitg into
consideration the consequences of such impacttbatshare market value after stock split.

3- Adequate timing of splitting:

By determining the adequate timing to take the kstqit * decision; before the corporation’s isscarof shares
with new values after applying the splitting pracagquires the availability of sufficient inforn@t pertaining the
market and the competitive companies listed in earkuch process shall take place through studyiedinancial
indicators of the corporation as well the indicatof the sector it belongs to; in addition to tisks emerging from
the market due to Inconstancies and fluctuationhénmarket’s indicators entirely; determining tngantity of
shares’ trading process after applying splittingeveas if such indications of both the corporatiod the market
kept ascending; thus it marks the adequate timaki® the splitting decision and vice versa. Sifeedorporation
follows the previously stated criteria; thus théit8pg shall be of a positive effect onto the ghanarket value s;
enabling the issuance of splitting decision wheshall be vital to determine the relativity impante of stock split

" policy.

Determining the relativity importance of Stock sgiolicy is considered one of the vital matterst tha
impacts the stock market and the organizationsermed with issuance and structuring the accourttiiigria;
hence the assertion of such importance, it becageessary to search for its impacts through clarfythe
effects of such splitting and reporting on the infational content of financial reports. Moreovdrshall be
essential to highlight the percentages of splittimgpugh studying this important matter and itsifes effect
reflected upon the market value; in addition tced®ining the relativity importance of Stock spliligy and its
echo onto the quantity of shares’ trading.

Second: Accounting standards of stock split policy
To measure the impact of applying the Stock smlicy onto the share market value ; it is recomnaehthat the
economic frame shall determine the economic impasta consequence of applying the Stock split pa@itd to
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adopt the required disclosure; by adhering to ¢flewing themes:

1-Disclosure and Transparency

This matter is represented in the information 8t&ll be disclosed in order to achieve the infoiveaability in a
detailed, quantitative and descriptive way speglificin regards to the information that concerrat thld and new
investors related to the splitting policy of theparation’s shares. Knowing that the splitting dea required high
degree of disclosure that shall result in effeatodhe shares’ performance in the market; as tardeéning the
targeted price after applying the stock split invay that shall achieve a sort of balance betweenrigks and
revenues formed by such shares; in addition tdiqlédity’s percentage as anticipated after stoglit,scapitalised
profits as anticipated to happen.

The good level of disclosure shall have an impadhéreasing the efficiency of the financial masket
through its contribution in similar information; wreas such information shall be similar betweerh libe
internal and external parts in order to avoid aghig capitalized profits for the internal parts ovlee external
parts; thus controlling any manipulative actionkirtg place within the splitting policy. The compasimust
abide by applying disclosure in accordance with theygested frame of adopted policies; taking into
consideration the reasons and motives they statgelisthe future financial and non-financial consegces
resulting of such decisions. Therefore, one caiddithe consequential impacts onto the Stock pplity into
two sections:

A-Impacts related to the operational performancthefcorporation

Such impacts are represented in all the informat@ated to the management’s performance in thedufuture
investment plans, extent of stock split ’ policg@ntribution in obtaining the required capital fimglas desired by
the corporation; specifically such splitting has effect related to the increased requests ontoctinporation’s
shares.

The frame shall also clarify the board’s structwentribution percentage of board members in the
ownership structure; clarifying the managerial parfance of the corporation’s board in order tonestée
whether such action is in favor of the corporatioshareholders or not; in addition to determinimg eéxtent of
corporation’s abidance to apply the corporate guaece’s rules in accordance with what shall lead in
achieving shareholders’ interests; that shall atveil shareholders further assertion that suctsibecemerges
from a wise management where no manipulation isated.

B-Impacts related to performance of shares aftekssplit

The accounting frame shall abide by the requiredidsure in regards to all the data and informapiertaining the
items of share as affected by such splitting; tgloadopting a technical analysis covering the sharading and
movements after stock split thus, clarifying theiamace in the market value as well the liquidityqentage and
profitability of share besides to calculating tleereng multiplier. Moreover, it shall clarify thextent of Stock split
policy impact in limiting and controlling any flugations in shares’ prices; in addition to the numbleshares,
nominal value with capital being distributed acéoglly after stock split. For the purpose of achigvthe required
disclosure, the corporation has to develop thermé&tional content of its financial reports.

2- Developing the informational content of the amation’s financial reports for adapting with théo&k split

policy impacts

Investors need to rely on data and informationrtabée them estimate the future flowing financiasifion of the

corporation represented in the distributions asleéesd by the investor; and to evaluate the degir@eaoket risks
related to the trading of shares; clarifying thevemoent of shares’ prices especially after applgpliting.

The financial reports as well the concluded claaifions must contain the entire information anddat
that reflect the impacts of splitting policy; farstance the nominal value and market value befodeater stock
split; it shall include the basic criteria of sptig whereas the structure of splitting is deteedirbased on.
Moreover, such financial reports shall have to aonthe items of shares as affected by splittingiristance;
profitability of share, trading volume, liquidityepcentage before and after stock split; in additionthe
relativity importance of the splitting policy; catpuential variance s in the operational performanfcéhe
corporation in order to support the investors’ dieei in the stock market by enabling all the regmients such
as necessary information related to the splittinficg serving the purpose of taking the correct adgquate
economic decision.

Such information is represented in a set of limports, analytical samples in both quantitativd an
descriptive ways; that shall reflect an actualitgalf the corporation’s performance in the marlmsides to the
extent of its competitive position; and clarifyitige availed investment opportunities; in additiorahy matter
linked to the management’s plans in the future.

It is recommended to highlight the financial andhi@ical analysis as well the future anticipatiofis o
the share’s movement; in addition to forming a asace list pertaining the shareholders’ suggestgityeto
could contain such variance in the capitalisedcstire of corporation after stock split; moreovariance in the
market capital and the profitability of share ar@hgequently the earning multiplier indicator — irder to
inform financial statements’ users with all theated matters to the Stock split policy impacts.ufég 1
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summarises the above mentioned discussion.
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Figure (1): The suggested accounting frame for caldating the stock split policy impact on the marketvalue

4.2 The quantitative analysis

In this section the five mentioned hypotheses aaenined.

4.2.1 First hypothesis testing

Thereis no statistically significant impact as a result of the stock split event on the share market value.

In order to examine the above hypothesis; the reseaused paired T-Test of two associated santplesompare
between market value means within ten days befodeadter stock split and within five months befeaned after
stock split. A comparison was made between valuanmrgthin ten days before and after stock splitefibisample
companies as a short term study representing Tveksvef trading before and after stock split eveihtje the ten-
month-period surrounding the stock split eventssduas a medium term study.

Table (1) reflects the statistical description afignce in the market value within ten days betoé
after stock split of companies performing splittitgytheir shares. This table displays differencehi@ share
market value on a short term before and after s¢ptik it is noticed that the variance in the netrkalue after
stock split is higher than before stock split in tmpanies of the sample; whereas the variancepge turns
negative in twelve companies; reflecting the impzfdhe split process on the short-term marketealo study
the significance level of this impact; the reswoit§ -test shall be displayed.

Table (2) shows T-test results of variance in shaagket value within ten trading days before and
after stock split. In this table, the calculatedrificance (Sig.) is less than significance levieirmre than 90%
of the companies’ sample (5%); that is to say thete are statistically significant differenceseating the share
market value before and after stock split; i.ee $hiock split policy has an effect on the shareketavalue;
therefore the null hypothesis would be rejected el alternative would be accepted. There is asttat
significance impact related to the stock split ppland its effect onto the share market valueshenBgyptian
stock market in a short term.
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Table (1): T- test variance between two share tradealue means

Share value mean Standard deviation Variance
Co before After stock before stock  After stock %
stock split split split split

1 78.840 64.720 3.265 4288 | = ----eeq
2 70.150 66.580 0.950 1.863 0.051
3 45.340 42.400 1.631 1.547 0.065
4 61.310 56.660 5.005 2.105 -0.076
5 315.250 210.780 55.076 14.818 -0.331
6 61.670 41.160 1.937 11.112 0.338
7 72.450 114.140 5.692 16.462 0.57p
8 184.070 198.560 12.064 10.109 0.079
9 392.860 290.440 9.676 51.362 -0.261
10 398.970 403.170 7.425 6.423 0.0111
11 686.990 780.580 46.097 39.012 0.136
12 115.670 114.000 1.474 2.055 -0.014
13 224.290 1039.820 20.629 58.326 3.636
14 143.170 146.640 4,178 12.983 0.024
15 100.350 99.180 2.313 2.199 -0.012
16 88.820 107.790 1.201 14.091 0.214
17 124.470 87.940 4,427 22.921 -0.293
18 122.900 185.780 9.002 25.291 0.512
19 136.870 132.500 2.523 6.094 -0.032
20 44.430 67.430 2.609 9.468 0.518
21 168.520 153.070 7.593 7.966 -0.092
22 135.360 147.870 2.136 1.661 0.092

0 Share price after stock split equals share price flowing split multiplied by split ratio

Table (2): T- test variance between two share tradealue means

Share value mean Sig. (-
Co | Before stock  After stock T value df =
. : tailed)
split split

1 78.840 62.720 7.287 18 0.000
2 70.150 63.580 4.398 18 0.000
3 45.340 52.400 4.136 18 0.001
4 61.310 37.360 2.508 18 0.014
5 315.250 214.780 4,792 18 0.000
6 61.670 44.160 6.334 18 0.000
7 72.450 117.140 -7.569 18 0.000
8 184.070 198.560 -2.911 18 0.009
9 392.860 290.440 6.197 18 0.000
10 398.970 403.170 -1.353 18 0.193
11 686.990 780.580 -4.901 18 0.00(Q
12 115.670 114.000 2.088 18 0.051
13 224.290 1039.820 -41.686 18 0.00(¢
14 143.170 146.640 -0.805 18 0.432
15 100.350 99.180 1.159 18 0.262
16 88.820 107.790 -4.242 18 0.000
17 124.470 87.940 4,948 18 0.000
18 122.900 185.780 -7.407 18 0.00(Q
19 136.870 132.500 2.095 18 0.051
20 44.430 67.430 -7.406 18 0.000
21 168.520 153.070 4.44 18 0.000
22 135.360 147.870 -14.619 18 0.00(¢

Table (3) shows the share market value variandestital description within six months before and
after split for the companies who had undergonekssplit. The table further displays the variantethe share
market value in a medium-term before and afterkstpdit of shares; whereas the variance in theeshzarket
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value after stock split is bigger than before inrfeen companies representing the sample of sprdyjded that
the variance result came negative in eight comgarsiech matter reflects the impact of splittingtbe share
market value in a medium term. It is moreover regtithat the average of positive variance is renidykaigger
than the negative variance in the set comparis@nsinort term.

Table (3): Descriptive statistics and variance % ofhare market value before and after split

Share value mean Standard deviation
Co Before stock After stock Before stock  After stock | Variance %
split split split split
1 76.920 30.940 8.742 12.177 -0.598
2 79.320 98.340 5.289 16.948 0.240
3 46.300 38.820 -- 6.028 -0.162
4 30.000 31.560 21.572 6.122 0.052
5 334.260 142.320 43.795 48.036 -0.574
6 97.840 27.040 32.943 6.223 -0.724
7 25.620 52.620 20.965 16.184 1.054
8 118.160 160.720 42.674 104.382 0.360
9 525.280 166.180 54.42 45,558 -0.684
10 378.880 372.340 39.887 15.537 -0.017
11 578.620 613.620 25.491 75.352 0.060
12 96.700 124.150 8.758 17.094 0.284
13 170.400 1049.480 18.201 147.141 5.159
14 141.820 160.100 12.593 3.143 0.129
15 103.000 97.320 7.287 7.791 -0.055
16 86.760 116.867 3.543 1.914 0.347
17 146.220 51.580 23.854 2.418 -0.647
18 63.480 186.680 27.226 126.406 1.941
19 177.400 213.580 19.247 31.175 0.204
20 36.000 60.400 13.986 11.651 0.678
21 77.240 163.240 29.027 75.982 1.113
22 109.940 193.580 21.019 52.795 0.761
Table (4): T-test (variance in share trade value whin five months before and after stock split)
Share trade value mean Sig. (-
Co | Before stock After stock T value df )
. . tailed)
split split
1 76.920 30.940 6.859 8 0.000
2 79.320 98.340 -2.395 8 0.043
3 46.300 38.820 1.133 4 0.321
4 30.000 31.560 -0.156 8 0.880
5 334.260 142.320 6.603 8 0.000
6 97.840 27.040 4,722 8 0.001
7 25.620 52.620 -2.280 8 0.052
8 118.160 160.720 -0.844 8 0.423
9 525.280 166.180 10.909 8 0.000
10 378.880 372.340 0.342 8 0.741
11 578.620 613.620 -0.984 8 0.354
12 96.700 124.150 -3.147 7 0.016
13 170.400 1049.480 -13.258 8 0.000
14 141.820 160.100 -2.397 8 0.053
15 103.000 97.320 1.191 8 0.268
16 86.760 116.867 -13.312 6 0.000
17 146.220 51.580 9.106 8 0.000
18 63.480 186.680 -2.130 8 0.066
19 177.400 213.580 -2.208 8 0.580
20 36.000 60.400 -2.997 8 0.017
21 77.240 163.240 -2.364 8 0.046
22 109.940 193.580 -3.291 8 0.011
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Table (4) displays the examination results of TtTles studying the difference of variance in the
market value by studying a long-term around thétsp occurrence which is represented in five nhobpefore
and after stock split of shares. It is noticedabl¢ (4) that the calculated Significance (Sig.Jess than the
significance level 5% for 12 companies of the stgdyple; whereas there are three other compantbasawi
accepted difference at a higher significance léyel0%,; that is to say there are different levdlsa statistical
significance related to the market variance on dium range; which means that stock split policy Aasffect
on the share market value on a medium range;ftreréhe null hypothesis is rejected whereas therrative
hypothesis is accepted.

Based on the above, it can be concluded that tkexa emergent effect of a statistical significaht
the stock split policy on the share market valu¢him Egyptian stock market on both short term amdiom
range.

4.2.2 Second hypothesis testing

The variance mean in the share market value does not differ in relation to the difference in split ratio

To examine the previous hypothesis; the researcdet One Way ANOVA test to study the variance enrtrarket
value means due to the difference in the splibra&iuch percentage reflects quantity or rationigtlthg the value
of the one share through using the medium ranggysauch application avails calculating the exthimpact in a
more accurate way. An examination of LSD (LeasnnBicant Difference) is also applied to study tteuice of
variance; if any — in order to specify the spligtipercentage of more effect on the share markatval

Table (5) displays the results of variance analiys@ne Way ANOVA to avail studying the variance in
the market value means resulting o the differendbe split ratio

Table (5): Split ratio One Way ANOVA test results

Root sum square df Root mean squarq F Calculated
significance
Between means 1314849.2 5 262969.834
within means 25879698 669 38684.153 | 6.798 0.000
Sum 27194547.2 674

Results displayed in table (5) reflect the existeat substantial variance in the average share ehark
value on a medium range along with a variance éngplitting percentage; whereas the F value reatihde
6.798 and the calculated hypothesis became les#ta

For the purpose of specifying the source of diffiess the researcher made a LSD test presented in
table (6) by conducting various comparisons tosthé difference between each dual of variant satibs.
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Table (6): Trade value multiple comparisons LSD tasresults

Split ratio | Comparative split| Variance mear]  Standard Calculated
ratio deviation significance
4:1 42.714 28.338 0.132
5:1 -3.694 19.732 0.852
2:1 10:1 -8.314 20.863 0.690
15:1 149.083* 37.775 0.000
29:1 143.902* 37.775 0.000
2:1 -42.714 28.338 0.132
5:1 -46.408 28.882 0.109
4:1 10:1 -561.027 29.667 0.086
15:1 106.369* 43.264 0.014
29:1 101.189* 43.264 0.020
2:1 3.694 19.732 0.852
4:1 46.408 28.882 0.109
5:1 10:1 -4.62 21.597 0.831
15:1 152.777* 38.185 0.000
29:1 147.596* 38.185 0.000
2:1 8.314 20.863 0.690
4:1 51.027 29.667 0.086
10:1 5:1 4.62 21.597 0.831
15:1 157.397* 38.782 0.000
29:1 152.216* 38.782 0.000
2:1 -149.083* 37.775 0.000
4:1 -106.369* 43.264 0.014
15:1 5:1 -152.777* 38.185 0.000
10:1 -157.397* 38.782 0.000
29:1 -5.181 49.957 0.917
2:1 -143.902* 37.775 0.000
4:1 -101.189* 43.264 0.020
29:1 5:1 -147.596* 38.185 0.000
10:1 -152.216* 38.782 0.000
15:1 5.181 49.957 0.917

* refers to test significance at Sig. level: 0.05

Therefore, one can conclude that achieved spliigare (15:1); (29:1) that made the best impact on

the share market value and share trade value.
4.2.3Third hypothesis testing
The variance mean in the share market value does not differ in relation to the sector of the stock splitting

company.

To test the above hypothesis; the researcher usgsk#l- Wallis test as an alternative to analyse th

One Way ANOVA where the condition of equal variaime@bsent; which is one of the conditions requied
apply variance analysis. Thus, an application &lenthrough an alternative test to study the veedn the
market value means resulting of the variant econ@actors of companies that performed splittingaddition
to finding a descriptive statistic in regards te tbvel of companies at each sector.
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Table (7): Descriptive statistics & variance % of hare trade value before and after stocleplit

Average share trade value Standard deviation
Co | Before stock After stock Before stock  After stock | Variance % Sector
split split split split
1 76.920 30.940 8.742 12.177 -0.598 Foods & beesrag
2 79.320 98.340 5.289 16.948 0.240
7 25.620 52.620 20.965 16.184 1.054
3 46.300 38.820 -- 6.028 -0.162 Financial services
6 97.840 27.040 32.943 6.223 -0.724| other than Banking
16 86.760 116.867 3.543 1.914 0.347 Constructiah an
17 146.220 51.580 23.854 2.418 -0.647| building materials
18 63.480 186.680 27.226 126.406 1.941
22 109.940 193.580 21.019 52.795 0.761
5 334.260 142.320 43.795 48.036 -0.574 Chemicals
15 103.000 97.320 7.287 7.791 -0.055
13 170.400 1049.480 18.201 147.141 5.159 Tourism &
14 141.820 160.100 12.593 3.143 0.129 entertainment
21 77.240 163.240 29.027 75.982 1.113
10 378.880 372.340 39.887 15.537 -0.017 Commupicsti
11 578.620 613.620 25.491 75.352 0.060
9 525.280 166.180 54.42 45,558 -0.684 Real Estate
19 177.400 213.580 19.247 31.175 0.204
12 96.700 124.150 8.758 17.094 0.284 Household and
20 36.000 60.400 13.986 11.651 0.678| personal products
4 30.000 31.560 21.572 6.122 0.052 Industrial and
services
8 118.160 160.720 42.674 104.382 0.360 Gas and|ean
Table (8): K-W test results — study of economic stars effect on share trading value mean
Sector Mean Rank Stock price
Foods & beverages 150.82
Financial services other than Banking 138.44
Construction and building materials 404.40
Chemicals 404.96 337.3 Chi-square
Tourism & entertainment 482.15 9 df
Communications 473.58 .000 Asymp. Sig
Real Estate 448.36
Household and personal products 445,99
Industrial and automotive services and products 8213 Kruskal-Wallis Test
Gas and Petroleum 389.70 | Grouping Variable : Sector

Table (7) reflects the descriptive statistics of tmpact related to stock split policy on the agera
share market value within the various sectors (thhoa medium range of five months before and afteck
split of shares). Table (7) shows also that thera variance in the average share market valueeafal after
stock split. Such quantity of variance is relatedthie variant sectors that companies of the stgdgample
belong to. It is noticed that there is a negatimeact resulting of splitting on the price of sharehe financial
services’ sector notwithstanding banks and chensieefor whereas; other sectors show some differesngéng
between increased and decreased results (in regastisre market values). This reflects that tipe tyf sector
affects somehow the share market value due tdisglit

Table (8) shows Kruskal-Wallis Test (K-W test) iésin examining variance in market value mean in
relation to economic sectors .Table (8) displagsdignificance value against Chi-square calculatdde, which
is less than 5%; this refers that the varianceshafe market value differs by the variant typseftor upon the
occurrence of stock split ; thus the type of seetbich the corporation belongs to and performedtsy to its
shares affects the variance mean in the shareemaslue ; such occurrence leads to rejecting thié n
hypothesis and accepting the alternative one. Tdwexrethe variance mean in the share market valiffiersl by
the variant type of sector which the corporatiolobgs to while performing splitting to its shares.

In the Mean Rank column; it is clear that commutiicasectors followed by real estate sector then
chemicals sector are the most affecting sectoth®nariance of the market value of the companésnging to
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such sectors; which performed splitting to thegirgls; it is also noticed that the least affectiegiars are related
to industrial and automotive services and proddirtancial services other than banking.

From the previous discussions, it can be conclutatithere is an effect related to split ratiostlom
share market value ; whenever the splitting peaggnincreases, the more effect it makes for instaf@9:1) &
(15:1) of the recorded percentages/ratios whicleeefmore positive effect on the share market valBesides,
there is a resulting effect due to stock split lo@ variance of share market value s which occumsgalith the
type of sector a corporation belongs to. The resefiected the substantial variance s betweeresldue mean
before and after stock split which is accompaniath whe variant sector that the corporation belotmys
Moreover, by applying Kruskal- Wallis test; it isrdfirmed that there is an effect on the share ntar&ieie after
stock split, in correlation to the sector to whitie company belongs. The results reflect that conication
sectors followed by real estate sector then chdsmmector are the most affecting sectors on theanee of
share market value; whereas the least affectintpiseare industrial and automotive services andlyets as
well financial services other than banking.

4.2.3 The fourth hypothesis testing

The variance mean in share trading value does not differ in relation to the difference in split ratio

In order to examine the above hypothesis, the reseaused One Way ANOVA test to study the variamde
the average share trade value as a result of tienea of splitting percentage; such percentaflects a
quantity or a percentage of dividing the value laf bne share through using the medium range ondywad

calculating the effect in a more accurate way; roeee a test is conducted to study the source dénee, if

any — in order to specify the splitting percentafjenore effect on the share trade value .

Table (9) displays the results of variance analiess (One Way ANOVA) to study the variance of the
average share trade value as a result of the eariainsplit ratio

Table (9): Split ratio One Way ANOVA test results
Root sum square | df Root mean square F Calculated significance
Between means 1.73E+ 16 5 3.431E+ 15
within means 5.76E+ 17 649 7.332E+ 14 | 6.798 0.000
Sum 5.93E+ 17 654

Table (9) reflects the results which indicate tkistence of substantial variance in the averageesha
trade value on a medium range along with the vadan the split ratios; whereas the calculated Iteveeached
6.798; as the calculated hypothesis indicated smé#lian 0.05, in order to specify the source ofavare the
researcher applied LSD test.
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Table (10): Trade value multiple comparisons LSD t&t results

Splitratio | Comparative split ratio| Variance mean | Standard deviatior] Calculated significance
3:1 -3481518.2 5965767 0.509
4:1 -4498513.8 3761673 0.438
2:1 10:1 -62874.304 3908908 0.783
15:1 -19161343* 5286461 0.000
29:1 12431214* 5286461 0.019
2:1 1481518.2 3965767 0.709
5:1 -2616995.5 4042060 0.518
4:1 10:1 1418643.9 4144051 0.732
15:1 -17679825* 6054592 0.04
29:1 13912732* 6054592 0.022
2:1 4098513.8 2761673 0.138
4:1 2616995.5 4042060 0518
5:1 10:1 4035639.5 3012089 0.181
15:1 -15062830* 5343932 0.005
29:1 16529728* 5343932 0.002
2:1 62874.304 2908908 0.983
4:1 -1418643.9 414451 0.732
10:1 5:1 -4035639.5 3012089 0.181
15:1 -19098469* 5421487 0.000
29:1 12494088* 5421487 0.022
2:1 19161343* 5286461 0.000
4:1 17679825* 6054592 0.004
15:1 5:1 15062830* 5343932 0.005
10:1 19098469* 5421487 0.000
29:1 31592558* 6991240 0.000
2:1 -12431214* 5286461 0.019
4:1 -13912732* 6054592 0.022
29:1 5:1 -16529728* 5343932 0.002
10:1 -12494088* 5421487 0.002
15:1 -31592558* 6991240 0.000

* refers to test significance at Sig. level: 0.05

Table (10) indicates that there are no substantisances between the split ratios/ratios (2:1)1)(4
(5:1), (10:1) in regards to their impact on thershimade value whereas; there are some substaatiainces
between the previous rations and the splittingoresti (15:1), (29:1) which means that whenever smijtt
percentage increases, the more effect this causetheo share trade value ; in other words the irsa@a
percentage splitting has an impact on the shade tralue.

4.2.4 The fifth hypothesis testing

The variance mean in in share trading value does not differ in relation to the sector of the stock splitting
company.

In order to examine the above hypothesis, the reseaused Kruskal- Wallis test as an alternatvarialyse
the variance and study the variance in the shadetvalue as a result of variance of economic sedty
companies performing stock split; in addition totaibing the descriptive statistics to all the comipa
belonging to each related sectdable (11) reflects the descriptive statisticshaf impact of stock split policy on
the average share trade value within the varioa®re(throughout an average range representedemfonths
before and after stock split).

Table (11) displays that there is a differencehim $hare value mean before and after stock sihlé.
quantity of variance differs due to differencesectors that the companies of the sample belonghereas it is
shown that the household, personal, tourism, réores, industrial and automotive services and potsl , gas
and petroleum products and sectors witnessed agaise in the prices of shares due to splitting. él@w, there
is only one company with a decreased shares tradiragresult of splitting. On the other hand, thegenegative
impact of splitting on shares trade value meanioantial services other than banking and chemisadgors.
Communications and real estate sectors varied betivereased and decreased results in the shdee\tadue,
such matter reflects that the sector’s type hasffaict on the share trade value as a result atiggli
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Table (11) :Descriptive statistics & variance % ofhare trade value before and after stock split

Average share trade value Standard deviation
Co | Before stock After stock | Before stock  After stock Variance % Sector
split split split split
1 32151086 12267414 8306329 4988042 -0.618444802 ods=& beverages
2 2278335 13520530 1064530 6536899 4.934390684
7 779730 4224092 950101.7 2245604 4.417377B1
3 2105250 462278.8 177195.7 201009.)7 -0.780416[198nanéial services
6 25880047 8284305 17562674 6675088 -0.67989606ther than Banking
16 1377582 14277569 1055921 20190620 9.364224416 nstfation and
17 490527 61925.6 383942.3 21719.3p -0.873757 building materials
18 492104.6 8386223 431610.5 5967409 16.04154564
22 8052495 26905969 6489492 13312766 2.341320796
5 32013084 13628649 7519923 4811568 -0.574278/786 emichls
15 29063023 28430517 22408357 17148523 -0.021763256
13 478132 576792.2 154598.1 442108.8 0.20634511 risho&
14 1064601 2028409 602976.8 31269.42 0.905323215 entertainment
21 26454261 82253558 20137151 37553718 2.109274457
10 48325123 52761348 17761819 7851044 0.091799559 omninications
11 58360390 42408850 12942733 15480335 -0.273328194
9 11271190 10463537 10620312 749496b -0.071656409 eal Estate
19 931645.8 3049168 545410.6 1023825 2.272883821
12 541544.2 572070 309221.8 251993.p 0.056368067 usétmld and
20 1401818 5786400 814402.7 2636053 3.12778263personal products
4 20779156 25432792 17090691 13867129 0.223956P31 ndustrial and
products
8 2449611 4538081 1448662 3618378 0.852572102 @&hBetroleum
Table (12): K-W test results — study of economic stors effect on share trading value
Sector Mean Rank Trade value
Foods & beverages 332.88
Financial services other than Banking 315.19
Construction and building materials 206.23
Chemicals 484.03 Chi-Square 288.4
Tourism & entertainment 321.43 df 9
Communications 579.52 Asymp. Sig. .000
Real Estate 247.35
Household and personal products 157.80
Industrial and automotive services and products 5.862 Kruskal Wallis Test
Gas and Petroleum 327.57 | Grouping Variable: SECTOR

Table (12) displays the results of applying K-Wt tesstudy the variance in the share trade valug as
result of various economic sectors. Table (12)em#l the hypothesis value against the calculataeS@hare
value to be less than 5%; i.e., the variance dddrvalue differs in relation to sector upon tpeligation of
stock split ; in other words the type of sectott tiee stock splitting corporation belongs to, affethe variance
mean of shares trading; such application resaltejecting the null hypothesis and accepting titerraative
one; provided that the variance mean in the stiade value differs by the variance of the sestoype which
the corporation belongs to while performing theuiesfd splitting to its shares.

Table (12) reflects the hypothesis value againstdélculated Chi-Square value to be less than 5%;
i.e., the variance in trade value differs in rielatto sector upon the application of stock spiit other words
the type of sector that the stock splitting corfiorabelongs to, affects the variance mean ofeshémading;
such application results in rejecting the null hyyesis and accepting the alternative one; provithed the
variance mean in the share trade value diffetheyariance of the sector’s type which the carion belongs
to while performing the required splitting to iteases. By checking the average of Mean Rank colutis;
reflected that the communication sectors followgdservices and then industrial, vehicle and chehseators
are the most effective sectors on the variancéhafestrade value for the companies belonging th sectors
while performing splitting to their shares; it isoreover noticed that the least affected sectorshausehold,
personal products and construction sectors.
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In summary, through conducting the previous exationa to study the impact of stock split on the
share trade value; it is clear that:

o There is an impact of stock split on the shareetraalue , the results reflect that all companied grerformed
splitting got affected in their share trade vally splitting on short term and medium range withiows
percentages and rations; whereas the number of aew affected positively by splitting reached % (
companies that represent 23% of the companies samapth positive effect resulted on a short tenm; i
addition to (14) companies that represent 70% efsdimple are affected positively by splitting omedium
range; which means that the stock split has ativegenpact on the share trade value on short tsh@reas;
such shares trading has a positive impact on aumecinge.

oThere is an impact of the splitting percentage lom share trade value ; whenever the splitting meage
increase, the more positive impact will be — theceetages/ratios recorded are: (29:1), (15:1) cefla more
positive impact on the share trade value .

o There is an impact of splitting share on the varéaaf the share trade value before and after stptikwhich
differs according to the variance of the sectoypet that the corporation belongs to; whereas tlere
difference in the substantial variance s betweenatverage share trade value according to the &etype
which the corporation belongs to.

o By applying K-W test, it is noticed that communioat sectors followed by industrial and automotiegvices
and products and chemicals sectors are the rffestiag sectors on the variance s of the shametralue
related to companies that belong to these sectoile werforming splitting to their shares; it isther noticed
that the least affecting sectors are householdangbnal products as well to the construction secto

5. Conclusion and Recommendations

Due to the variant results of studies and scientédsearches in regards to the impact of stock pplicy on the

share market value ; in addition to the existerfcmanipulation with the splitting decree by somenpanies,

and in the light of concern of the internationahtolling institutions to the stock markets whicéflect the
extent of responsiveness of stock markets to thiirsg policy and its consequences; moreover gguirement

of the emerging markets to more studies in regéwdthe impact of splitting policy on the sharesding,

activating markets, and the requirements of thellsimegestors to acquire sufficient awareness otktsplit

policy; such requirements are vital due to the @tarof scientific researches and articles thatkli@dhe
calculations and standards of stock split policffeet on the share market value s in the emergiagkets
especially the Egyptian stock market.

More specifically after many of the Egyptian comiggnare directed lately towards adopting such
policy due to its active role in attracting smativéstors for contributing in stock markets, as wak
consequences of this said on the expansion of @hipeof shares basis of companies and activatiostarfk
market. Thus, it becomes necessary to clarify thestiative frame of stock split policy by refleatj its
illustration, importance and motives which comparf@low the stock split.

Moreover, to specify the best splitting percentdge is compatible with the competitive corporation
position; in addition to the nature of sector apowation belongs to. Such stated aspects are dalléd order to
specify the accounting and economic dimensionda@lto splitting of the nominal value of sharesi@glas
well studying the legislative frame of rules thaivgrn the splitting of nominal value of shares igyp;
therefore it is recommended to display the ruled areasures set by the Egyptian Financial Supegvisor
Authority to regulate stock split policy of compasiaiming to apply splitting to their shares inesrtb protect
interests of the investors; in addition to hightighe most important criteria and procedures foddwy the
Authority in evaluating the submitted requests iftsng by companies and to perform comparisonsvben
splitting policy and dividend stock distributionsligy, as well as clarifying the informative contesf splitting
share policy. In addition to clarifying the role abplication of rules and corporate governanceshiasiorming
the required governance decision to the compairimisig to perform splitting to their shares; in orde set an
accounting frame suggested to calculate and me#seiienpact of stock split policy on the share neankalue,
as well for the purpose of achieving the previargdts of research.

The researcher findings in the light of the aforatimmed quantitative analysis and qualitative asialy
highlighted in this study:

1- An accounting framework is suggested to set catarnd basics that companies have to follow upon
taking the splitting decision; some lists are ssige to reflect the splitting impact to achieve basic
target of research.

2- Prices of the market shares are affected by apiglicaf stock split on short term and medium range;
whereas it is shown that, the majority of companieg performed splitting achieved increased prices
their shares after stock split.

3- Achieved split ratios are (15:1); (29:1) that make best impact on the share market value and share
trade value.
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4- Impact of the sector’s type that a corporatiorobgé to on the variance of the share market vaide a
the share trade value after stock split; whereamiance of the effect of stock split policy isticed on the
share market value and the share trade valuedingdo the sector’s type that a corporation besotag

5- The share trade value is affected by stock splihmrt term and medium range.

6- The study shows that rules and basis of corporatergance are logical rules governing the splitting
share issued decision; such rules include govemhbasis related to disclosure and transparencgriadh
addition to its concern and attention directed tmsashareholders’ equity and the interests of other

individuals.
Based on the results of theoretical and appliediesy the researcher recommends the following:
1- Companies may apply suggested frame of stockzplity.
2- Observing the criteria and rules of splitting beftaking the splitting decision; in addition to adgthe
suggested lists to the financial reports as welldbncluded clarifications related to the corporati
3- Financial Supervisory Authority amending stockitsmeasures in order to regulate and govern the

split process for companies desiring to splitrtiebiares; such amendment shall remedy the gapnef ti
since the date of splitting announcement and te afaissued approval by the Authority; in ordertmid
any manipulations by corporation to the splittiraiqy.

4- Financial Supervisory Authority not approving stosglit transactions unless sure of the accurate
application of corporate governance.
5- Companies of high share market value exceedingQ@Ed more performing stock split; such splitting

shall have a positive impact on share price in & that shall be adequate to its position in mased
within the sector it belongs to.
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