
Ad
ve

r

Financial Review / Volume 22, Issue 2 /  pp. 221-232

THE ADOPTION OF NEW-ISSUE DIVIDEND REINVESTMENT PLANS AND SHAREHOLDER

WEALTH

First published: May 1987

https://doi.org/10.1111/j.1540-6288.1987.tb00762.x
Accessibility issue? Request accessibility update.

ABSTRACT

REFERENCES 

[1]  Asquith, Paul, and David W. Mullins, Jr. Equity Issues and O�ering Dilution. Journal of Financial

Economics 15(JanuaryFebruary 1986): 61–90.

[2]  Bhagat, Sanjai, M. Wayne Marr, and G. Rodney Thompson. The Rule 415 Experiment: Equity Markets.
Journal of Finance 40(December 1985): 1385–1402.

[3]  Brown, Stephen J., and Jerold B. Warner. Using Daily Stock Returns: The Case of Event Studies. Journal of

Financial Economics 14(March 1985): 3–31.

Pamela P. Peterson, David R. Peterson, Norman H. Moore

PDF

This study examines security price reactions to the adoption of new-issue dividend reinvestment
plans. The sample is broken down into three subsamples: nonutilities, utilities adopting plans prior
to May 1981, and utilities adopting plans after July 1981. For the nonutility corporations, no
signi�cant market reaction is observed. The utilities adopting prior to the change in the tax law
experience a negative reaction the day following registration for the plan. Corporations adopting
after July 1981, whose dividends receive preferential tax treatment, experience abnormal returns
signi�cantly greater than those of the utilities without preferential tax treatment.
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