
Home (../../../../index.php/JABR/index) /  Archives (../../../../index.php/JABR/issue/archive)
/  Vol. 11 No. 3 (1995) (../../../../index.php/JABR/issue/view/667) /  Articles

Stock Splits And False Signaling Cost Within A Management Reputation
Framework

David T. Doran
Pennsylvania State University, Erie
 

Keywords
stock splits, false signalers, Value Line forecasts, reputation

Abstract
In order for signals to be informationally consistent in an e�cient capital market, false signaling must be costly. To date
researchers have been unable to identify any cost incurred by false signalers in the case of stock splits. This study
identi�es inhibited future ability to signal as a cost incurred by false signalers. False signalers are �rms that announce
stock splits and subsequently report earnings below pre-event Value Line forecasts. Ability to signal is monitored through
observation of market reaction (abnormal daily returns generated under the mean adjusted returns model). The results
indicate that previous false signalers experience less favorable market reaction to subsequent split announcements than a
comparison group. Previous false signalers demonstrate positive earnings performance with subsequent split
announcements, and weak evidence indicates earnings performance superior to the comparison group. The notion that
previous false signalers attempt to reestablish their reputations when conveying future signals is supported.

Downloads

Abstract  299 | PDF Downloads  307 
   PDF (../../../../index.php/JABR/article/view/5867/5945)

Published
Jul 1, 1995

How to Cite

DOI https://doi.org/10.19030/jabr.v11i3.5867 (https://doi.org/10.19030/jabr.v11i3.5867)

https://clutejournals.com/index.php/JABR/index
https://clutejournals.com/index.php/JABR/issue/archive
https://clutejournals.com/index.php/JABR/issue/view/667
https://clutejournals.com/index.php/JABR/article/view/5867/5945
https://doi.org/10.19030/jabr.v11i3.5867


Most read articles by the same author(s)
David T. Doran, Diluted Earnings Per Share Overstatement Bias: Including Unrecognized Employee Compensation In
Proceeds From Assumed Exercise Of Employee Stock Options Under The Treasury Stock Method
(../../../../index.php/JABR/article/view/8204), Journal of Applied Business Research (JABR): Vol. 29 No. 6 (2013)
(../../../../index.php/JABR/issue/view/876)
David T. Doran, "The Impact Of CEO Turnover On Security Analysts' Forecast Accuracy" - A Comment
(../../../../index.php/JABR/article/view/2234), Journal of Applied Business Research (JABR): Vol. 16 No. 1 (2000)
(../../../../index.php/JABR/issue/view/223)
David T. Doran, Earnings Performance And Interim Reporting (../../../../index.php/JABR/article/view/5893), Journal
of Applied Business Research (JABR): Vol. 11 No. 1 (1995) (../../../../index.php/JABR/issue/view/669)
David T. Doran, Methodological Choices In Detecting Divergent Earnings: An Extension
(../../../../index.php/JABR/article/view/2107), Journal of Applied Business Research (JABR): Vol. 18 No. 1 (2002)
(../../../../index.php/JABR/issue/view/231)
David T. Doran, Methodological Choices In Detecting Divergent Earnings
(../../../../index.php/JABR/article/view/2047), Journal of Applied Business Research (JABR): Vol. 16 No. 3 (2000)
(../../../../index.php/JABR/issue/view/225)

Doran, D. T. (1995). Stock Splits And False Signaling Cost Within A Management Reputation Framework. Journal of
Applied Business Research (JABR), 11(3), 115–126. https://doi.org/10.19030/jabr.v11i3.5867

Issue
Vol. 11 No. 3 (1995) (../../../../index.php/JABR/issue/view/667)

Section

Articles

More Citation Formats 

 

 

Make a Submission (../../../../index.php/JABR/about/submissions)

Current Issue 

»  (../../../../index.php/JABR/gateway/plugin/WebFeedGatewayPlugin/atom)

»  (../../../../index.php/JABR/gateway/plugin/WebFeedGatewayPlugin/rss2)

»  (../../../../index.php/JABR/gateway/plugin/WebFeedGatewayPlugin/rss)

https://clutejournals.com/index.php/JABR/article/view/8204
https://clutejournals.com/index.php/JABR/issue/view/876
https://clutejournals.com/index.php/JABR/article/view/2234
https://clutejournals.com/index.php/JABR/issue/view/223
https://clutejournals.com/index.php/JABR/article/view/5893
https://clutejournals.com/index.php/JABR/issue/view/669
https://clutejournals.com/index.php/JABR/article/view/2107
https://clutejournals.com/index.php/JABR/issue/view/231
https://clutejournals.com/index.php/JABR/article/view/2047
https://clutejournals.com/index.php/JABR/issue/view/225
https://clutejournals.com/index.php/JABR/issue/view/667
https://clutejournals.com/index.php/JABR/about/submissions
https://clutejournals.com/index.php/JABR/gateway/plugin/WebFeedGatewayPlugin/atom
https://clutejournals.com/index.php/JABR/gateway/plugin/WebFeedGatewayPlugin/rss2
https://clutejournals.com/index.php/JABR/gateway/plugin/WebFeedGatewayPlugin/rss


Copyright © 2021 Clute Institute

Published since 1985 
ISSN 0892-7626 (print), ISSN 2157-8834 (online) 
The Journal of Applied Business Research (JABR) welcomes articles in all areas of applied business and
economics research.

About the Journal (../../../../index.php/JABR/about)

Editorial Team (../../../../index.php/JABR/about/editorialTeam)

Submissions (https://www.cluteinstitute.com/submissions/)

Contact (../../../../index.php/AJBE/about/contact)

Become a Reviewer (https://www.cluteinstitute.com/journal-reviewer-application/)

IMPORTANT LINKS

Email: Journals@CluteInstitute.com (mailto:Journals@CluteInstitute.com)

Phone: +1 303-904-4750

Website: www.CluteJournals.com (/)

Address: 8119 Shaffer Parkway A102, Littleton, CO 80127 United States

CONTACT

https://clutejournals.com/index.php/JABR/about
https://clutejournals.com/index.php/JABR/about/editorialTeam
https://www.cluteinstitute.com/submissions/
https://clutejournals.com/index.php/AJBE/about/contact
https://www.cluteinstitute.com/journal-reviewer-application/
mailto:Journals@CluteInstitute.com
https://clutejournals.com/

