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Abstract

Financial crisis of 2007 and following great recession destroyed the trust between investors; hence, it has
become a challenge for companies to win their trust. Economic growth during years after World War 11 has been
always heterogeneous. The current trend (20058-2015) has been weaker and worse than [previous low-growth
period of 1995-1974. Depressed economy is usually named as the characteristic of period 2006-2015. This study
examined the stock price reaction to dividend announcement 30 years before and after announcement by public
commercial companies during 2006-2012. Case study method for 460 cases and data of daily stock of stock
prices for companies in historical dataset of CRSP was used in this research. This indicates considerable reaction
of stock price during studied period. On average, stock prices reacted positively to dividend announcement.
Although results of this study indicated small unusual returns (almost 1.81%)- that have been attributed to stock
price announcement and related to announcement date the calculated 3 days after announcement day- compared
to previous findings of unusual returns (5.9%), the estimations obtained from this study were even 2.01% lower
than stock price reactions that had been obtained during 1987-1995.

Keywords: Stock Price Reaction, Dividend Announcement, Economic Recession
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