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Wealth

Among one of many objectives of demerger is to create
wealth/value of the firm.To evaluate the analysis of Demerger Event
Study Methodology is used. It has been used to examine the impact of
demerger announcements in Indian Corporate Sector companies on
shareholders’ value of demerged company. The analysis of Demerger
through Event Study Methodology is a way to examine that demerger
has created shareholders wealth after demerger. A major motivating
factor for demerger is the beliefs that reverse synergy may exist.
Divestitures, spin-offs, and equity carve-outs are basically a “downsizing”
of the parent firm. Several research studies have analyzed the impact of
demerger by examining the effect on the stock prices. On the last
decades, we have seen a large number of companies that reduced their
size by demerged one or more divisions. The popularity of Demergers as
divestiture instrument varies widely across different countries.Themain
thing here is that, parts of the company get a better valuation than the
single entity. The issue now is whether or not this can be a workable
strategic proposition: Can we get superior valuations from demergers?
Hence the present study was conducted under thetitte—Impact of
demergerson shareholders'wealth.CAR of Godrej Industries Ltd.; is
positive, substantial and but not significant. 1 day and 2 day & 5 day
window shows positive CAR i.e. 10.4%, 17.9% and 17.4% In nut shell we
can conclude that CAR of Godrej Industries Ltd got significant positive
abnormal returns in short window that up to 5 days but positive after
announcement and created significant share holder wealth.

CAR of Grasim Industries Ltd. And is positive, substantial and
but not significant in short window. 1 day and 2 day window shows
positive CAR i.e. 13.4%, 8.1% In nut shell we can conclude that CAR of
Grasim Industries Ltd got significant positive abnormal returns in short
window that upto 15 days but negative after announcement and have not
created significant shareholder wealth.

CAR of HMT Ltd.; is positive, substantial but significant in
1 day window only. 1 day and 2 day window shows positive CAR
i.e. 34.4% and 31.8%significant at 5%and 10% respectively. In nut
shell we can conclude that CAR of HMT Ltd. got positive but
insignificant abnormal returns but has not created significant
shareholder wealth

Keywords: Event Study, Shareholder Wealth, Clean Window,

Announcement Date, Stock Market Factor, Event Window,
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Introduction
To evaluate the analysis of Demerger Event Study Methodology is
used. It has been used to examine the impact of demerger announcements
in Indian Corporate Sector companies on shareholders’ value of demerged

company. The analysis of Demerger through Event Study Methodology is a

way to examine that demerger has created shareholders wealth after

demerger.

Objectives of the Study

Besides providing a detailed view of de-merger practices in
corporate sector in India, the study under consideration intends to achieve
the following objectives.

1. To study the outcome of de-merger i.e. to measure the impact of de-
merger on the corporate entity performance including its impact on
shareholders;

2. To study whether demerger leads to abnormal returns to the
shareholders around the date of announcement; and
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Scope of the Study

The sample companies for the present study
have been selected in two stages. First, demerged
companies during 1996 to 2006 were taken from
Prowess 3.1; a database developed by Centre for
Monitoring Indian Economy. Subsequently the
companies whose announcement date of demerger is
not given were left out.

In the second stage those companies were
excluded whose Stock Price Data for two years before
announcement of demerger and two years after the
announcement is not available. This exercise leaves
me with a sample of 3 demerged companies which |
have taken for my research work. The list of
demerged companies was identified first from
Bombay Stock Exchange (BSE) and National Stock
Exchange web sites then finally from prowess 3.1.
Sources of Data

Besides reputed books and journals, the
study is based on data taken from Prowess 3.1; a
database developed by Centre for Monitoring Indian
Economy (CMIE), company reports and Capitaline
data basis. Web sites like bseindia.com,
nseindia.com. moneycontrol.com, indiainfoline.com
have also been extensively consulted.

Research Methodology

The first objective of this part is to discuss in
detail the methodology used for the research. Before
conducting actual research work, the researcher
prepares a full detail of information about the overall
work to be done. This enables the researcher to save
time and energy and to conduct the study step-wise
and systematically. Such sequential steps adopted by
the researcher in studying a problem with certain
objectives are called research methodology.
Discussion of research methodology at this stage is
appropriate as it has a direct bearing on the collection,
analysis, interpretation of the data and reporting of
results about various aspects of phenomenon under
study. Accordingly the following issues have been
discussed.

Research Tools
The research tools used are as under:
Mean
Standard Deviation
Coefficient of Variation
Regression
F-test
T-test
Event Study
Alpha (o)
. Beta (B)
10. CAR
Statistical Techniques Used

In order to analyze the data, student’s t-test
is used to evaluate the statistical significance of
differences in paired means of financial variables
computed for two sample groups, namely pre-
demerger period and post demerger period. Pre and
post demerger average ratios are calculated to
measure the improvement in financial position. Then
their significance is tested with the help of t- test and
p- value.
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Event Study

Event study start with hypothesis that
particular event affects the value of a firm. The
hypothesis that the value of the company has
changed will be translated in the stock showing
abnormal return. Coupled with the notion that the
information is readily impounded into prices, the
concept of abnormal returns (or performance) is the
central key of the event study methods.
Window Period and Clean Period Data

Seiler (2004) explained that event study is
composed of three frames.
1. Estimation Window (- 240 to -41)
2. The Event Window (-40 to +40)
3. Post Event Window (41 to 240)
Estimation Window

The estimation window is used to determine
the normal behaviour of the stock market factors.
Most often used formulae is Ri = a+ B Rt tO
determine the normal window. The estimation window
is also used to determine the normal behaviour of
stock’s return with respect to a market of industry
index. The estimation of the stock’s return in the
estimation window is required to define a model of
normal behaviour. This estimation window is used to
calculate risk and return of demerged companies.
Event Window

The event window often starts a few days
before the actual event day. The length of the event
window is centered on the announcement and is
normally one, three, five, ten, fifteen, twenty-five and
forty days. This procedure enables the researcher to
investigate present leakage of the information.
Post Event Window

It is used to investigate longer-term company
performance following the announcement of the event
such as demerger and merger. It is to measure the
long term impact of the event. The post event window
can be as short as one month and as long as several
years depending on the event. The event window in
the research has been taken from -40 days to the
date of announcement to 40 days. The clean period
data for the demerged company has been taken as
200 days before -40 days window and 200 days after
the 40 days window period.

Window Clean Period
Period Before Demerger | After Demerger
-40 to 40 -240 days to- 41 |41 days to 240 days
days days

The share price data and market index (BSE
200) has been taken from Prowess 3.1 the database
Software developed by CMIE and from National stock
Exchange.
Estimating CAR Using the Market Model

Fama and MacBeth (1973) market model
assumes that all interrelationships among the returns
on individual assets arise from a common market
factor that affects the return on all assets. The
following model generates the expected returns on
individual assets. In order to capture the systematic
abnormal price movements that are interpreted as
prima facie evidence of market's reaction to
announcement of an event (firm demerger in this
case), the risk and market adjusted variant of



P: ISSN NO.: 2394-0344 RNI No.UPBIL/2016/67980 VOL-3* ISSUE-10* January 2019

E: ISSN NO.: 2455-0817

standard event study methodology which is better
known as the market model has been employed, and
it is depicted as follows:
Rit = aj+ (Bj* Rmy + €it
t =-240 to -41 (estimation window/period)

The residual return has been calculated for
each security by deducting actual return on a
particular day during the study period 40 day’s
window under market model from the predicted
returns, as follows:
it = Rt — (a+ B Rt )

Where ry = Abnormal Return for company stock j at
time t

Rjr= Actual Return for company stock j at time t

a; = The intercept term which measure the return
over a particular period not explained by market or
ordinary least squares (OLS) estimate of the intercept
of the market model regression.

B; = Measures the risk of the security or the
sensitivity of firm j’'s return to that of market or
ordinary least squares (OLS) estimate of the slope of
the market model regression.

R,: = The return on the BSE 200 index on the day t.

€i: = The unsystematic component of firm j's return.

Furthermore, the daily average abnormal
returns (AR;) of demerger announcement in a 40 days
window are estimated for demerged company by
taking arithmetic average of the residual returns of
respective companies of that group.

AR — ZNrn

ARt = Average abnormal returns of demerger

announcement
N = Number of firms in the sample.

The reason for averaging across firms is that
stock returns are noisy but the noise tends to cancel
out when averaged across a large number of firms.
Therefore, more firms in the sample, the better ability
to distinguish the effect of an event. The cumulative
average returns (CAR) of demerger announcement in
a 40 days window are estimated for demerged
companies by submission of the average abnormal
returns (ARy) in the respective window

40

CAR = 2 , ARi t=-40 to 40
t=—40

Where CAR = Cumulative Average

Abnormal Returns of demerger announcement.

. . r't
t —statistics of Abnormal Returns = ——
S(r;)

Table 1
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Where §(rj) = Standard deviation of residual of

company j for the clean period.

t — statistics of Average Abnormal Returns =

Where S(AR) = Standard deviation of average
abnormal returns of demerged company during clean

period.
t — statistics of CAR = ACL

S(AR)t

Where t = respective window period.
Statistical Significance of Event Returns

The null hypothesis that there are no
abnormal returns associated with the demerger
announcement needs to be statistically tested. The
statistical significance of the daily residual returns of
each company (ry), daily average abnormal returns
(AR;) of demerged and cumulative abnormal return
(CAR), has been examined using the t- statistic. If the
estimated value of t-statistic is greater than 1.64 but
less than 1.96, it is significant at 10% level. If
estimated value of t statistics is greater than 1.96 and
less than 2.58, it is significant at 5% level. If its value
exceeds 2.58, it is significant at 1% level. In the event
of the t-statistic being significant, it implies that there
are abnormal returns associated with the demerger
announcements in India. The results of the event
study using market model with respect to company
demerger announcement are as under.
Sample Selection and Period of Study

To analyze the impact of demerger
announcement on the shareholder wealth these 3
Demergers in the Indian Corporate Sector during the
period 1997 to 2002 have been studied. The detailed
information about the demerged companies is given in
Table 1.
Event Definition and Date of Announcement

For the purpose of this study the first

date of media announcement of the demerger has
been taken as the event date (day zero). Table 1
enumerates the date of announcement of the
Demergers. The first possible date when the news of
the demerger was made public has been used. The
same has been obtained from PROWESS 3.1; the
data based software developed by Center for
Monitoring Indian Economy (CMIE)., web sites of
Securities and Exchange Board of India (SEBI),
Bombay Stock Exchange (BSE) and National Stock
Exchange (NSE).Table 1 shows the abbreviation of
the companies used in the study and their first media
announcement date.
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Event Date of Announcement of Demerged Companies

Sr.No. Company Name Company Name First Media
Announcement date

1. GODREJ INDUSTRIES LTD | GODREJ AUGUST 1. 2000

2. GRASIM INDUSTIES LTD GRASIM JANUARY 7, 2000

3 HMT LTD HMT JULY 16,1999

Table 2 gives the date wise data used for

clean and window periods for the demerged
companies.
Table 2
Clean Period & Window Period Data for Demerged Companies
Sr. Name of Data Available for Data Available for
No. Company Clean Period (-240 to -41) Window Period ( -40 to 40)
Start Date End Date Start Date End Date
1. GODREJ Aug.20, 1999 Feb.10,2000 Feb11,2000 May 8,2000
2. GRASIM March15, 1999 Nov 10,1999 Nov 11,1999 Feb 28,2000
3 HMT May 26, 1998 May 19, 1999 May 20, 1999 Sept 14,1999

Review of Literature

Lundh (2007) in his project concluded that
spinoffs are an increasing phenomenon on the
Swedish stock market. He had observed 17 pre-
spinoff companies that become 34 post- spin off
companies which continued to be traded on the stock
market. In this report one can read about factors that
trigger spinoffs as well about the short and medium
term risk and return that spinoffs yield. He compared
the spinoff company and the parent company in the
post-spinoff scenario it can be concluded that the
company who is performing the best is also the riskier
alternative and the spinoff performs better than the
parent company in eleven out of seventeen times.
There is also a correlation between risk and return-
when higher return is observed it also brings higher
risk, and it holds true in all samples except one.

Veld and Merkoulova (2008) in their
researchreviewed the literature on the factors that
influence the wealth effects associated with the
announcements of corporate spin-offs. They used
meta-analysis to summarize the findings of 26 event
studies on spin-off announcements. They found a
significantly positive average abnormal return of
3.02% during the event window. Returns are higher
for larger spin-offs, for divestments that are tax or
regulatory friendly and for spin-offs that lead to the
divestiture of a non-related division. They also found
that spin-offs that were later completed were
associated with lower abnormal returns than non-
completed spin-offs. They overviewed studies on the
long-run stock price performance of spin-offs. Even
though early studies found a long-run superior
performance, this effect was no longer found in later
studies that use more refined statistical tests.

Ramakrishnan (2008) indicated thatthe long-
term post-merger performance of 414 mergers
between 1993 and 2005. He has carried out statistical
analyses of financial data pertaining to 87 pairs of
merged firms. These mergers took place in the period
1996 to 2002. It is found that the merged firms
demonstrate improvement in long-term financial
performance after controlling for pre-merger
performance, with increasing cash flow returns post
merger, at an annual rate of 4.3%. This improved
operating cash flow return is on account of
improvements in the post-merger operating margins
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of the firms, though not of the efficient utilization of the
assets to generate higher sales. Increase in market
power also appears to be driving gains through
mergers in India. As far as wealth gains on merger
announcement are concerned, only the shareholders
of the acquired firms appear to be enjoying significant
positive share price returns of 11.6%. The
shareholders of the acquiring firms and the combined
firms do not seem to be witnessing any significant
change in returns. With regard to the strategic factors
affecting long-term post-merger financial
performance, related mergers seem to be performing
5.4% lower than unrelated mergers. Both the transfer
of corporate control from the acquired firm to the
acquiring firm, and the business health of the acquired
firm are positively related to the long-term post-
merger performance of the firms. In the case of
mergers where there is a transfer of management
control, none of these three groups of shareholders
witnesses any abnormal returns on announcement of
the merger. The wealth gains to acquired firm
shareholders on announcement of a merger are
positively influenced by the relative size and the pre-
merger performance of the acquired firm. The transfer
of corporate control from the acquired firm to the
acquiring firm is negatively associated with these
abnormal share price returns. The level of industry-
relatedness of the acquired and the acquiring firms,
the method of payment for the acquired firm and the
business health of the acquired firm do not appear to
be playing a role in affecting the share price returns to
the acquired firm shareholders, on announcement of a
merger.

Anand and Singh (2008) they used event
study methodology to analyze five mergers in Indian
Banking Sector to capture the returns to shareholders
as a result of the merger announcement during the
period of 1999 to 2005. They explored the short-term
shareholder wealth effects of the Indian Bank
mergers. The merger of Times Bank with HDFC Bank
(1999), The Bank of Madura with the ICICI Bank
(2000), the ICICI Ltd. with ICICI Bank (2001), the
Global Trust Bank (GTB) with the Oriental Bank of
Commerce (OBC) (2004), and the Bank of Punjab
(BOP) merger with the Centurian Bank (2005) have
been studied. The findings of the study were in
agreement with the European and the US bank
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mergers and acquisitions except for the fact that the
value to the shareholders of the bidder banks has
been destroyed in the US context. From the study, it
emerged that merger announcement in the Indian
banking industry has positive and significant
shareholders’ wealth affect both for the bidder and
target banks.

Mann and Kohli (2008) they empirically
evaluated the synergistic gains from bank mergers by
dividing them into two categories of forced mergers
and market driven mergers. The empirical results
indicated that markets had reacted negatively to the
announcement of forced mergers while the reaction
has been positive to that of market driven mergers. In
line with market expectation, forced mergers had not
added any value to both the balance sheet and
profitability variable of merged banks have not added
any value to market driven mergers had not
immediately improved the profitability of merged
banks, but they had improved the balance sheet
variables of merging banks and had provided these
banks an edge over the competitors in terms of
geographic dispersion, influence in new regions
where the merging entity lacked presence and
extended product portfolio and thus provided a better
vehicle for growth.

Vyas Pavak (2015) examines that the
demergers and the announcement period price
reaction of demergers during the year 2012-2014. He
studied total 51 demergers of companies listed in
India and tried to establish that demergers results into
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abnormal returns for the shareholders of the parent
company. Using event study methodology the authors
have analyzed the security price performance of the
announcement day effect 10 days prior to the
announcement to 10 days post demerger
announcement. He found significant out-performance
of the security over the benchmark index post
demerger announcement ranging from 1.74%
average abnormal return for a demerger
announcement to 0.16% average abnormal return 10
days following the announcement.

Padmanabhan P.A (2018) analysed that
demergers are emerging as one of the important
forms of corporate restructuring. While there is
extensive literature on demergers abroad, there is
limited literature on demergers in the Indian context.
he studied the impact of demerger announcements on
shareholders’ wealth is analysed using event study.
He took demerger announcements made by 63
companies spread over 11 years from 2003 to 2014.
He applied Two different models, namely, mean-
adjusted returns model and market model. Log
returns are used in the study. The efficiency of the
Indian stock market is also tested in the study. The
results show positive abnormal returns during the
event window under both mean-adjusted returns
model and market model. The results also indicate
that the Indian stock market exhibits semi-strong form
efficiency.

Cumulative Abnormal Average Returns (CAARs) for Window (-1, 0)*®

Study Sample Time Methodology CAARs
Size Period (-1,0)
Alexander,et al.(1984) 53 1964-73 Mean adjusted returns 0.17%
Rosenfeld (1984) 62 1969-81 Mean adjusted returns 2.33%
Jain(1985) 1,062 1976-78 Portfolio-based adjusted returns 0.53%
Klein(1986) 202 1970-79 Market-model residuals 0.725
Hite, et al.(1987) 55 1963-81 Market-model residuals 0.69%
(-50,-5)
Hearth and Zaima (1984) 58 1979-81 Market-model residuals 8.74%
(-50,-5)
Hirschey and Zaima (1989) 64 1975-82 Market-model residuals 1.64%

In the review of literature it is found that the
studies has mainly concentrated on the issues as
conceptualized into the motives for Demergers, their
empirical investigation of demerger, examination of
financial characteristics of demerged firms and
performance measure of demerged firms using share
price data and accounting data.

Summary Statistics of Demerged Companies

The summary statistics provides the detail of
regression results for estimating the expected return
during window period. Table 4 lists the summary
statistics of demerged companies. In all we have
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calculated the following and tested their significance
level.

1. Alpha (o)

2. Beta (p)

3. Standard Deviation
4, t-statistics

5. CAR

The following table shows the summary statistics of
demerged companies. These are calculated by
using clean period data that is 200 days before -40
days window.
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Table 3
Cumulative Abnormal Returns of Godrej Industries Ltd
WINDOW CAR Days t-statistics
CAR 1 Day Window 0.104 03 1.207
CAR 2 Day Window 0.179 05 1.613
CAR 5 Day Window 0.174 11 1.055
CAR 10 Day Window -0.012 21 -0.052
CAR 15 Day Window -0.103 31 -0.372
CAR 25 Day Window -0.141 51 -0.397
CAR 40 Day Window -0.400 81 -0.895
Run up window
(-1 Day) 0.005 01 0.095
(-2 TO -1 Day) 0.003 02 0.045
(-5 TO -1 Day) -0.063 05 -0.567
(-10 TO -1 Day) -0.184 10 -1.174
(-15 TO -1 Day) -0.284 15 -1.476
(-25 TO -1 Day) -0.141 25 -0.567
(-40 TO -1 Day) -0.412 40 -1.313
After announcement
(+1 Day) 0.074 01 1.491
(+2 TO +1 Day) 0.151** 02 2.148
(+5 TO +1 Day) 0.2171%*= 05 1.906
(+10 TO +1 Day) 0.147 10 0.938
(+15 TO +1 Day) 0.156 15 0.812
(+25 TO +1 Day) 0.167 25 0.673
(+40TO +1 Day) -0.013 40 -0.041

*denotes Significant at 1% level, ** denote Significant at5%, *** denote Significant at10%

Table 3 shows that the CAR of Godrej
Industries Ltd.; is positive, substantial and but not
significant. 1 day and 2 day & 5 day window shows
positive CAR i.e. 10.4%, 17.9% and 17.4%. CAR of
10 day window is -1.2% and it is continuously
decreasing to -10.3%, -14.1% and -40%. 40 day
window shows highest negative results and but not
statistically significant.

CAR in run up window is positive in 1 or 2
day before announcement. CAR of 5, 10, 15, 25, and

decreasing from -6.3% to -41.2% and statistically
insignificant. CAR after announcement is positive in
+1, +2, +5, +10, +15, and and+25 days after
announcement but statistically significant in +2 and +5
days’ window i.e. 15.1% and 21.1%. CAR after 40
days is -1.3% but not statistically significant. In
nutshell we can conclude that CAR of Godrej
Industries Ltd got insignificant positive abnormal
returns in short window and have not created share
holder wealth.

40 days before announcement

is continuously

Table 4
Cumulative Abnormal Returns of Grasim Industries Ltd
WINDOW CAR Days t-statistics
CAR 1 Day Window 0.134*** 03 1.905
CAR 2 Day Window 0.081 05 0.892
CAR 5 Day Window -0.013 11 -0.100
CAR 10 Day Window -0.109 21 -0.584
CAR 15 Day Window -0.201 31 -0.886
CAR 25 Day Window -0.389 51 -1.337
CAR 40 Day Window -0.906** 81 -2.473
Run up window
(-1 Day) 0.059 01 1.442
(-2 TO -1 Day) 0.063 02 1.091
(-5 TO -1 Day) 0.057 05 0.625
(-10 TO -1 Day) 0.035 10 0.273
(-15 TO -1 Day) 0.057 15 0.363
(-25 TO -1 Day) -0.389%** 25 -1.910
(-40 TO -1 Day) -0.192 40 -0.746
After announcement
(+1 Day) 0.070*** 01 1.730
(+2 TO +1 Day) 0.013 02 0.230
(+5 TO +1 Day) -0.076 05 -0.830
(+10 TO +1 Day) -0.149 10 -1.160
(+15 TO +1 Day) -0.263*** 15 -1.669
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(+25 TO +1 Day) -0.361 25 1.776
(+40TO +1 Day) -0.719* 40 2.794

*denotes Significant at 1% level, ** denote Significant at5%, *** denote Significant at10%

Table 4 shows that the CAR of Grasim
Industries Ltd.; is positive, substantial and but not
significant in short window. 1 day and 2 day window
shows positive CAR i.e. 13.4%, 8.1%. CAR of 10 day
window is -1.3% and it is continuously decreasing to -
10.9%, -20.1% and -38.9% and -90.6%. 40 day
window shows highest negative results i.e. -90.6%
and statistically significant at 5% level of significance.

CAR in run up window is positive in 1, 2 5,
10, and15 day before announcement. CAR of 25 i.e. -
38.9% is significant at 10% level of significance and
40 days before announcement is -19.2% but not
statistically significant.

CAR after announcement is positive in +1,
+2, days after announcement i.e. 7.0% and 1.3% but
only +1 day is statistically significant at 10% level of
significance. CAR after 5 days to 40 days is
continuously decreasing and statistically significant
after 15 days at 10% level, after 15days at 10% and
after 40 days CAR is having negative highest value
i.e. -71.9statistically significant at 1% level of
significance.

In nutshell we can conclude that CAR of
Grasim Industries Ltd got significant positive abnormal
returns in short window that up to 15 days but
negative after announcement and have not created
significant shareholder wealth.

Table 5
Cumulative Abnormal Returns of HMT Ltd
WINDOW CAR Days t-statistics
CAR 1 Day Window 0.344** 03 2.338
CAR 2 Day Window 0.318*** 05 1.673
CAR 5 Day Window 0.318 11 1.128
CAR 10 Day Window 0.358 21 0.919
CAR 15 Day Window 0.134 31 0.282
CAR 25 Day Window 0.344 51 0.567
CAR 40 Day Window 0.265 81 0.347
Run up window
(-1 Day) 0.086 01 1.008
(-2 TO -1 Day) 0.192 02 1.597
(-5TO -1 Day) 0.267 05 1.404
(-10 TO -1 Day) 0.379 10 1.410
(-15TO -1 Day) 0.375 15 1.139
(-25 TO -1 Day) 0.344 25 0.809
(-40 TO -1 Day) 0.258 40 0.480
After announcement
(+1 Day) 0.037 01 0.441
(+2 TO +1 Day) -0.095 02 -0.790
(+5 TO +1 Day) -0.170 05 -0.894
(+10 TO +1 Day) -0.242 10 -0.901
(+15 TO +1 Day) -0.462 15 -1.404
(+25 TO +1 Day) -0.277 25 -0.653
(+40TO +1 Day) -0.213 40 -0.397

*denotes Significant at 1% level, ** denote Significant at5%, *** denote Significant at10%

Table 5 shows that the CAR of HMT Ltd.; is
positive, substantial but significant in 1 day window
only. 1 day and 2 day window shows positive CAR i.e.
34.4% and 31.8% significant at 5% and 10%
respectively. CAR of 5, 10, 15, 25, and 40-day
window is 31.8% and it is continuously increasing to
35.8%, 13.4%, 34.4% and 26.5%. 25day window
shows highest results and but not statistically
significant. CAR in run up window is positive in 1, 5,
10, 15, 25, 40 day before announcement .In this
window 10 day before announcement shows highest
CAR i.e. 37.9%. CAR after announcement is negative
in +5, +10, +15, +25, and +40 days after
announcement but not statistically significant. CAR
after 15 days is -46.2% which is highest negative CAR
but not statistically significant.

In nutshell we can conclude that CAR of
HMT Ltd. got positive but insignificant abnormal
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returns and has not created significant shareholder
wealth.

CAR of Godrej Industries Ltd.; is positive,
substantial and but not significant. 1 day and 2 day &
5 day window shows positive CAR i.e. 10.4%, 17.9%
and 17.4% In nut shell we can conclude that CAR of
Godrej Industries Ltd got significant positive abnormal
returns in short window that up to 5 days but positive
after announcement and created significant share
holder wealth.

CAR of Grasim Industries Ltd. And is
positive, substantial and but not significant in short
window. 1 day and 2 day window shows positive CAR
i.e. 13.4%, 8.1% In nut shell we can conclude that
CAR of Grasim Industries Ltd got significant positive
abnormal returns in short window that upto 15 days
but negative after announcement and have not
created significant shareholder wealth.
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CAR of HMT Ltd.; is positive, substantial but

significant in 1 day window only. 1 day and 2 day

window shows

positive CAR i.e. 34.4% and

31.8%significant at 5%and 10% respectively. In nut
shell we can conclude that CAR of HMT Ltd. got
positive but insignificant abnormal returns but has not
created significant shareholder wealth.

References

1.

Mandal Ranjit Kumar (1995): Corporate Mergers
in India: Objectives and Effectiveness, Kanishka
Publishers, pp 21-22.

Kavin Kaiser and Aris Stouraitis (1995): Value
Creation through Corporate Restructuring:
European Divestitures, European Management
Journal, June, Vol. 13, No 2, pp 164-173.

Khanna T and K Palepu (1997): Why Focused
Strategies may be Wrong for Emerging Markets,
Harvard Business Review, pp 41 — 51.

Khanna, T., and K. Palepu (1999): The Right
Way to Restructure Conglomerates in Emerging
Markets,Harvard Business Review, pp 125 — 134.
Krishna G. Palepu (1986): Predicting Takeover
Targets: A Methodological and Empirical
Analysis, Jounal of Accounting and Economics,
pp 813-835.

Limmack, R. J. (1991): Corporate Mergers and
Shareholder  Wealth Effects: 1977-1986,
Accounting and Business Research, 21, pp. 239-
251.

MacKinlay, A. C. (1997): Event Studies in
Economics and Finance, Journal of Economic
Literature, 35(1), pp 19-39.

Kumar Naresh(1998): Corporate Restructuring:
Focusing on Core Competence for a Bright
Future, Chartered Secretary ,October, pp — 297.
Lyon, J.D., B.M. Barber, and C.L. Tsai (1999):
Improved Methods for tests of long-run Abnormal

111

RNI No.UPBIL/2016/67980

10.

11.

12.

13.

14.

15.

16.

17.

18.

VOL-3* ISSUE-10* January 2019

Remarking An Analisation
Stock Returns, The Journal of Finance, 54, pp
165-201.
McConnell, J.J., M. Ozbilgin, and S. Wahal
(2001): Spin-offs, ex ante,Journal of Business,
74, pp 245-280.
Maxwell, W.F. and R.P. Rao (2003): Do spin-offs
expropriate wealth from bondholders, The
Journal of Finance 58, pp 2087-2108.
Lundh Hampus (2007): Corporate Spinoffs: A
Risk and Return Perspective, Bechelor Thesis in
Finance, Jonkoping International Business
School, January, pp 1-32.
Veld Chris and Veld Yulia V. & Merkoulova
(2008): Value Creation through Spin-Offs: A
Review of the Empirical Evidence, website
ssrn.com, pp 1 — 28.
Ramakrishanan K (2008): Long term Post-Merger
Performance of Firms in India, Vikalpa, Volume
33, No. 2, April-June, pp 47-62.
Anand Manoj and Singh Jagandeep (2008):
Impact of Merger Announcement on
Shareholders’ Wealth: Evidence from Indian
Private Sector Banks, Vikalpa, Vol. 33, No. 1,
January-March, pp 35-54.
Mann Singh Bikramjit and Kohli Reena (2008):
An Empirical Analysis of Bank Mergers in India: A
Study of Market Driven versus Non-Market
Driven Mergers, Decision, Vol. 35, No. 1,
January-June, pp 47-73.
Vyas Pavak (2015):” Impact of Demerger
Announcement on Shareholder Value: Evidences
from India” Dec.,The lItalian Journal of Public
Policy.
P. A. Padmanabhan (2018): “Do Demerger
Announcements Impact Shareholders Wealth?
An Empirical Analysis Using Event Study”, Feb.,
The Journal of Business Perspective.


https://www.researchgate.net/journal/1722-1137_The_Italian_Journal_of_Public_Policy
https://www.researchgate.net/journal/1722-1137_The_Italian_Journal_of_Public_Policy
https://www.researchgate.net/journal/1722-1137_The_Italian_Journal_of_Public_Policy

