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The research paper titled ‘A.I. Driven Smart Healthcare Enhancing Society 5.0 by
Healthcare Information Systems Adaptation and Healthcare 4.0 by Varun. R. Mirlay,
Dr. Rajat Gera & Dr. Adrian Bradshaw explores the role of Al-driven smart healthcare
in enhancing and optimizing healthcare services, particularly in the context of Society
5.0. The study highlights the increasing importance of digital transformation in the
healthcare industry, driven by advancements in technology and the growing demand
for efficient and accessible healthcare services. The paper emphasizes the need for
healthcare information systems to adapt to these changes. By integrating Al and
automation, healthcare organizations can improve efficiency, reduce costs, and
enhance patient care. The study suggests that a balanced approach, combining
technological advancements with effective change management, is crucial for

successful implementation.

I extend my sincere gratitude to all the authors for their invaluable contributions. I trust
that this edition of the Business Review will significantly enrich the knowledge and
understanding of our readers. The research presented here has the potential to drive

innovation and progress in business, economy, and society.
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investigate the price reaction in correctly when announcing the dividend, because the
dividend yield impact on short term share prices.

Further only few numbers of researches have conducted in Sri Lanka regarding this in
recent time. It is concluded when dividend announcement information is favorable
investors react the positively and it becomes negative investors react negatively. When
considering the recent time there is no sufficient research regarding the impact of
dividend announcement and share prices. Therefore, it is important to identify whether
the dividend announcement will affect the share prices for the purpose of fulfilling this
time gap.

Hence, with this information in mind, the question arises: Do dividend announcements
impact share prices, and if they do, what is the relationship between dividend
announcements and share prices? Therefore, identify the reaction of investors when
companies issue a dividend announcement correctly and to determine exactly what
impact it will have on the share prices of companies are more important. Through this
study focus to identify whether the dividend announcement affects share prices of
listed companies in the stock market in Sri Lanka. It is support to fulfill this knowledge
gap and this research tries to find out the solution for this research question “Does the
dividend announcement affect to the share prices?” This study aims to analyze the
daily fluctuations in share prices of listed companies on the Colombo Stock Exchange
and explore how dividend announcements affect these share prices.

2. Review of Literature

Based on prior research examining the correlation between dividend announcements
and share prices, divergent conclusions have emerged. Some scholars have posited a
positive association between dividend announcements and share prices, while others
have argued that no such connection exists. This disparity in findings underscores the
absence of a universally accepted consensus on the relationship between dividend
announcements and share prices. In this context, it is imperative to consider the array
of pertinent empirical and theoretical factors expounded in earlier research studies
concerning the impact of dividend announcements on share prices. Furthermore, it is
essential to furnish insights into the relationship between dividend announcements and
share prices based on previous research endeavors, incorporating details pertaining to
the relevant variables involved.
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2.1 Theoretical Review

Previous research has explored the relationship between dividend announcements and
share prices. Modigliani and Miller's Dividend Irrelevance Theory (1958) suggests
investors will indifference to dividend policies if they are too high. Lintner's
Smoothing Theory (1956) suggests that shareholders prefer stable pay out rates and
gradual dividend growth, leading firms to increase dividends when management
believes earnings have personally increased. Both theories provide concrete insights
into the relationship between dividend announcements and share prices.

The bird in the hand theory, also known as "Dividend Relevance," suggests that
investors prefer dividends over potential capital gains due to the certainty of cash
(Lintner, 1962). This theory suggests that share prices increase when firms announce
positive dividends, while they decrease when negative dividends are made. The
Dividend Signaling Theory, introduced by Ross (1977) and Bhattacharya (1979), aims
to understand why companies pay dividends despite disadvantages. This theory
suggests that financial markets analyze every action a company takes to determine its
future cash flow and fixed value. Firms increase dividend announcements that
positively impact share prices, while decreasing them leads to decreased share prices.
This theory is best for understanding how dividend announcements influence share
prices. - Top of Form - Bottom of Form.

From a management perspective, a firm's dividend policy serves as a reflection of its
anticipated future profitability. As elucidated by Miller and Modigliani in 1961, they
endeavored to reconcile the irrelevance proposition within their idealized framework
with the intricacies of dividend policy. They introduced the concept of dividends as
informational tools, particularly under conditions of uncertainty. Their proposition
suggested that dividends convey valuable insights into managers' assessments of a
company's future profitability prospects. Nevertheless, they were explicit in asserting
that alterations in dividend policy are merely the "handle" for instigating changes in
stock prices, not the root cause thereof. In this context, earnings figures and dividend
announcements assume pivotal roles as mechanisms for deciphering managers'
forthcoming plans. A plethora of research findings substantiates the notion that
dividend announcements are laden with significant market-relevant information,
especially when one scrutinizes shifts in dividend policies. Diverse studies spanning
various stock markets have yielded multifaceted outcomes on this subject.
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Within the framework of the Efficient Market Hypothesis (EMH), an efficient market
is characterized by the full and immediate incorporation of all available information
into asset prices. The EMH comprises three distinct facets: weak form, semi-strong
form, and strong form efficiency. These delineations are rooted in the speed at which
the stock market responds to public announcements, thereby gauging the efficiency of
the market. Market efficiency, in essence, signifies the swiftness with which the stock
market processes and reacts to publicly disclosed information. As illuminated by Fama
in 1970, the concept of market efficiency encompasses the timing of the stock market's
response to public information and establishes the foundation for these three tiers of
efficiency. Weak-form efficiency underscores the notion that prices already
encompass data inherent in historical prices and trading activity. Semi-strong form
efficiency, on the other hand, posits that prices absorb all publicly available
information. The apex is reached in strong-form efficiency, where prices assimilate all
information, including non-public data. Notably, despite extensive research and
documentation regarding the impact of dividend announcements on stock prices, no
model has yet been formulated to predict stock prices with certainty. Consequently,
the present study is conducted within the framework of the semi-strong form of capital
market efficiency. When capital market is perfect there is no effect of dividend on
stock prices (Masum, 2014). Moreover, Jensen and Johnson (1995) proposed that
cutting dividends leads to a decrease in share prices. Interestingly, in perfectly efficient
capital markets, dividends have no impact on share prices.

2.2 Empirical Review

Previous researches have been done regarding the dividend announcement and share
prices. Those led to various conclusions regarding the relationship between dividend
announcement and share prices. Some of those researches found there is positive
relationship between these two variables and others founds there is no relationship or
impact between dividend announcement and share prices. Those are mention in this
part.

Subsequent investigations have shed light on the dynamics of the relationship between
dividend announcements and share prices. Gordon (1959) and Stevens and Jose (1992)
discerned a noteworthy positive correlation between dividend announcements and
stock prices, signifying the influential impact of such disclosures on market valuations.
Neetu and Shuchi (2010) further reinforced this perspective, asserting that an increase
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in dividends results in more pronounced positive abnormal returns, thereby bolstering
the foundations of the efficient market hypothesis. This observation underscores the
pivotal role of dividend announcements in prompting investors to adjust their security
positions, making investment decisions in the post-announcement period. Suwanna
(2012) extended these findings, highlighting a conspicuous upward surge in stock
prices subsequent to dividend declarations, affirming the positive connection between
dividend announcements and share prices. Employing a market model, these studies
have unveiled statistically significant Abnormal Returns (AR) and Cumulative
Abnormal Returns (CAR), conclusively validating the pivotal role of dividend
announcements in influencing stock prices. In pursuit of these insights, the authors
conducted a comprehensive analysis of sixty Thai companies within the financial
industry, listed on the Thailand stock exchanges, spanning the period from 2005 to
2010. Employing event study methods, this study meticulously scrutinized the
ramifications of dividend announcements on share prices over a span of forty days.

Ngoc and Cuong (2016) found that dividend announcements positively impact a
company's stock returns, with stock prices generally rising before the announcement
date and then declining, aligning with the dividend relevance theory, highlighting the
significant role dividends play in shaping investor sentiment and stock valuations.
Ngoc and Cuong's 2016 study found that dividend announcements positively impact a
company's stock returns, with stock prices generally rising before the announcement
date and then declining, aligning with the dividend relevance theory, highlighting the
significant role dividends play in shaping investor sentiment and stock valuations.
Further, Aharony and Swary (1980) studied how dividend announcements affected
share prices on the New York Stock Exchange. They analyzed 149 industrial firms,
categorized into three subsets based on dividend activity: no change, increase, or
decrease. The study found that companies that increased their dividends experienced
positive abnormal returns, while those that reduced their dividends experienced
negative abnormal returns. The findings highlight the market's sensitivity to dividend
policy changes and their consequential impacts on share prices. Top of FormBottom of
Form The study conducted by Capstaff, Audun, and Marshall (2004) on Oslo Stock
Exchange dividend announcements found no significant disparities between the Naive
and Analyst models. They employed event study methodology to assess how dividend
announcements affected share prices. They found that when dividend announcements
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exceeded the previous year's figures, they sent a positive signal to investors, boosting
share prices. Conversely, when dividend announcements decreased, they sent a
negative signal, affecting share prices negatively.

In a complementary vein, Shlomo, Michaely, and Thaler (1997) conducted an
insightful examination of how changes in dividend announcements could impact a
company's future earnings. In their comprehensive study encompassing one thousand
twenty-five firms, they postulated that heightened dividend announcements were
significantly linked to subsequent earnings increases. These augmented earnings, in
turn, reverberated as signals in the market. As predicted by the dividend signaling
theory, this signification triggered a corresponding surge in share prices, thus
conveying a compelling message about the future prospects of the companies in
question.

Koch and Sun (2004) undertook a meticulous examination of the intricate interplay
between changes in dividends and the recent earnings trajectory in the context of the
US market. Their extensive study drew upon a sizable sample of six thousand three
hundred and ninety-five firms, meticulously scrutinizing the reactions of one thousand
six hundred and eighty-two of these firms. A central tenet of their research posited that
the stock price response to dividend announcements is intrinsically tied to prior
earnings, a proposition strongly supported by empirical findings. According to Koch
and Sun, variations in dividend announcements possess a dual effect: they both
influence and are influenced by changes in dividends. Remarkably, their research
unveiled a noteworthy positive statistical association between dividend
announcements and the subsequent modifications in dividend payments, thereby
engendering a favorable market response. Their study culminated in the compelling
conclusion that investors actively harness dividend announcements as valuable
indicators to glean insights into impending dividend adjustments, underlining the
pivotal role of this communication in shaping investor perceptions and market
dynamics. Further, a segment of the research community posits that dividend
announcements do not bear a substantial relationship to fluctuations in share prices.
Miller and Modigliani (1961) notably contend that dividend policy holds no sway over
shareholder wealth, asserting that investors remain impervious to the impact of
dividend announcements. According to their perspective, the conventional financial
model governing a company's dividend, investment, and financing decisions is
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endogenously determined and remains uninfluenced by well-documented dividend
announcements. Nevertheless, the findings of Ali and Chowdhury (2010) do not lend
unequivocal support to the notion that stock prices exhibit significant reactions to
dividend announcements. After examining how stock prices reacted to dividend
announcements in 25 listed banks, the authors found that insider trading and other
factors in the capital market overshadowed the information conveyed by dividend
declarations.

However, the study by Arif Pasha and Nagendra (2017) found that dividend
announcements do not have a significant impact on abnormal returns, and no
consistent pattern is observed around the event date. While some companies
experienced negative returns on the event day at various times, overall, dividend
announcements did not lead to changes in stock prices. This finding contradicts
Gordon and Kwame's (2010) assertion that there is a significant relationship between
dividend announcements and share prices. Despite the announcements, certain
companies exhibited abnormal returns, with some even offering higher dividend
amounts than anticipated. However, the analysis of abnormal returns did not reflect
this trend, and the hypothesis that dividend announcements have no effect on stock
price behavior was confirmed. This indicates that dividend announcements do not
influence share price behavior.

Research conducted in 2014 and 2019 identified a positive relationship between
dividend announcements and share prices in the Sri Lankan stock market. Menike
(2014) observed a positive average abnormal return, along with significant changes in
share price behavior during dividend announcements. Similarly, Mallawa et al. (2019)
confirmed that dividend announcements play a crucial role in share price performance,
noting a significant impact on market responses before and after these announcements
on the Colombo Stock Exchange. These findings underscore the importance of
dividend announcements in shaping investor behavior and influencing stock prices in
Sri Lanka.

This comprehensive theoretical and empirical review reveals a spectrum of viewpoints
concerning the intricate interplay between dividend announcements and share prices.
Some scholars contend that dividend announcements wield a noteworthy influence
over foreign stock market valuations. In contrast, others assert that such
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announcements leave stock prices unaffected. This divergence of perspectives holds
profound implications for the broader economic landscape and the overall efficiency
of financial markets. Notably, there is limited research in Sri Lanka that explores how
dividend announcements relate to share prices. This paucity of studies leaves an
ambiguity in our understanding of the precise dynamics governing the interplay
between dividend announcements and share prices within this specific context. In
essence, this chapter's literature synthesizes the diverse and occasionally contentious
array of theories, prior research findings, and related scholarship, thereby setting the
stage for the current study to contribute fresh insights to this nuanced discourse.

3. Research Methodology

This study aims to delve into the influence of dividend announcements by scrutinizing
the response of share prices to such announcements, employing an event-based
methodology. Event-based studies encompass an analytical approach that centers on
the behavior of a firm's stock prices in the vicinity of pivotal corporate or economic
events, with dividend announcements being a key focal point in this investigation.
Notably, event-based studies have found application across a broad spectrum of firm-
specific contexts and widespread events within the realms of accounting and finance.
In these applications, the central concern typically revolves around discerning the
impact of an event on the price dynamics of a specific class of firm shares. Such events
encompass a diverse array, including earnings announcements, mergers and
acquisitions, the issuance of new equity or debt, and, prominently, the focus of this
paper, new announcements related to dividends. As elucidated by Brown and Warner
(1985), an event study can be aptly described as an empirical financial research
technique that empowers an analyst to gauge the repercussions of a specific event, such
as a dividend announcement, on both stock prices and share values.

Furthermore, to investigate the impact of dividend announcements on share prices, a
Stratified sampling technique was employed to establish the study's sample. The initial
pool of 290 listed companies was stratified based on their dividend announcement
status for the year 2022. Among these, 220 companies made dividend announcements
during that year. Among the dividend-announcing companies, a further stratification
was performed based on the type of dividend announcement date, leading to the
selection of all companies that made final dividend announcements as the sample. In
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