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Abstract: 

Background: The ex-dividend date anomaly remains relevant in modern finance because, despite 
the predictions of the Efficient Market Hypothesis (EMH) that such arbitrage opportunities should 
be eliminated, empirical studies consistently show their persistence across different markets 
and time periods. This endurance highlights the role of real-world frictions, such as taxation 
differences between dividends and capital gains, transaction costs, and short-sale constraints, 
which prevent the complete arbitrage of price discrepancies.
Purpose: This study aims to analyze the effect of the ex-dividend date on stock price adjustments 
using the Systematic Literature Review (SLR) approach to identify general patterns, empirical 
findings, and factors that influence this phenomenon.
Design/methodology/approach: This study uses the SLR method by systematically reviewing 
relevant academic literature from various countries and time periods. The analysis is based on 
three main theories: Signaling Theory, Efficient Market Hypothesis (EMH), and the Clientele 
Effect. From an initial 101 articles retrieved (2000–2024), a rigorous screening and eligibility 
review resulted in 10 studies meeting the inclusion criteria, all of which examined the relationship 
between ex-dividend dates and stock price adjustments.
Findings/Results: The results show that abnormal returns consistently occur around the ex-
dividend date across different markets, indicating that price adjustments are not fully explained 
by dividend payouts. However, the magnitude, direction, and statistical significance of these 
abnormal returns are not uniform; they vary depending on market characteristics, such as the 
level of market development, the efficiency of trading systems, and the presence of dividend 
taxation rules. Company-specific conditions also play a role, with firms with higher liquidity 
tending to exhibit smoother price adjustments.
Conclusion: The findings show that although the efficient market theory states that dividend 
information is directly reflected in stock prices, there are market anomalies around the ex-
dividend date. This indicates that psychological factors and market structure also influence stock 
price dynamics.
Originality/value (State of the art): This study offers originality by conducting a comprehensive 
global synthesis of research on ex-dividend dates and stock price adjustments, bridging insights 
from both classical finance theories, such as the Efficient Market Hypothesis and tax clientele 
effect, and behavioral perspectives that emphasize investor psychology and market frictions. 
Unlike earlier reviews that focused on single countries or limited periods, this study integrates 
evidence from diverse markets, including developed and emerging economies, and incorporates 
recent findings from periods of financial crises, thereby capturing how external shocks shape 
ex-dividend anomalies in the UK.
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Introuction

The capital market is an important instrument for 
supporting a country’s economic growth (Orlowski, 
2020). Stocks are the most popular investment 
instruments because they can generate profits in the 
form of capital gains and dividends. Dividends are one 
of the most crucial aspects of a company’s financial 
decisions and are the main concern of capital market 
investors. The ex-dividend date represents a critical 
point in the dividend distribution cycle, as it marks the 
cutoff when new investors purchasing shares are no 
longer eligible to receive declared dividends. In other 
words, only shareholders who hold the stock before 
this date retain the right to dividend payments, making 
it a key reference for understanding stock price 
behavior around dividend announcements (Kreidl, 
2020; Weli & Handayani, 2024). This event is often of 
concern to market players because it is directly related 
to changes in stock prices. The phenomenon of stock 
price adjustments around the ex-dividend date has 
become a classic object of study in financial literature, 
because it is closely related to market efficiency, 
investor behavior, and short-term investment strategies 
(Ainsworth & Lee, 2023; Tamara et al. 2020). In 
theory, an efficient market will adjust stock prices 
directly and proportionally to the value of dividends 
distributed (Fama, 1970). However, in practice, many 
studies have found abnormal returns around the ex-
dividend date, indicating market imperfections and 
short-term trading opportunities (Chowdhury & 
Sonaer, 2016; Dupuis, 2019). In addition, factors 
such as liquidity, ownership structure, tax policy, 
and investor characteristics also affect the magnitude 
of stock price reactions during that period (Amihud, 
2002; Elton & Gruber, 1970).

In financial theory, it is assumed that stock prices 
will experience a downward adjustment by the value 
of the dividends distributed on the ex-dividend date. 
This is known as the dividend drop-off. However, in 
practice, the behavior of stock prices around this date 
does not always follow the theoretical predictions 
(Novak & Velušček, 2016). Factors such as taxes, 
liquidity, investor behavior, and market conditions can 
cause differences in stock price responses to dividend 
distribution (Chatterjee & Tiwari, 2022). Therefore, it 
is important to understand how stock prices behave 
around the ex-dividend date. Several studies have 
examined this phenomenon in both international 
and Indonesian capital markets, with varying results 

(Endri et al. 2024). Some studies show that there is a 
price decrease proportional to the amount of dividends 
distributed, while other studies show anomalies, such 
as stock prices that do not fully reflect the value of the 
dividends. These differences in results indicate the need 
for a more in-depth review through literature studies to 
summarize and analyze the findings of previous studies. 
Through this literature study, the researcher attempts 
to present a comprehensive understanding of stock 
price behavior around the ex-dividend date, including 
the factors that influence it and the various analytical 
approaches used in the literature. It is hoped that this 
study can contribute to the development of science in 
the field of capital markets and become a reference for 
investors, academics, and practitioners to make more 
appropriate investment decisions. This literature review 
aims to summarize, compare, and critically analyze 
the results of research related to stock price behavior 
around the ex-dividend date, both in terms of theory, 
cross-country empirical evidence, and determinants 
that have been identified in the latest financial literature. 
Furthermore, placing a particular focusing on emerging 
markets such as Indonesia adds value to the global 
discourse, as these markets are often characterized by 
lower liquidity, higher volatility, different tax regimes, 
and varying levels of investor sophistication compared 
to developed economies. Such conditions may amplify 
or alter the manifestation of ex-dividend anomalies, 
providing unique insights into how institutional 
structures, regulatory environments, and behavioral 
patterns shape stock-price adjustments. By examining 
Indonesia within this broader context, this study not 
only enriches global comparative analyses but also 
highlights region-specific dynamics that may inform 
tailored investment strategies and policy implications.

This research differs from previous studies by offering 
a comprehensive and up-to-date literature review that 
integrates classical theoretical perspectives, behavioral 
insights, and cross-country empirical findings in a 
manner that has not been systematically addressed 
before. Unlike much of the past literature, which has 
largely emphasized developed markets and the efficient 
market perspective (Agung and Widodo, 2023; Melia, 
Noholo and Mahmud, 2024). It combines classical 
theoretical perspectives, cross-country empirical 
findings, and an analysis of determinants that have not 
been widely explored in an integrated manner in prior 
research. Most previous studies have focused solely on 
the basic theory of efficient markets, which states that 
stock prices will decline proportionally to the dividend 
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2021). This data consists of information, findings, and 
analysis results published in various scientific sources 
related to stock price behavior around ex-dividend 
dates. The types of data analyzed include the results 
of quantitative and qualitative studies, such as event 
study data on abnormal returns, regression analysis 
related to factors influencing the drop-off ratio, and 
theoretical studies on market efficiency and investor 
behavior. The primary data sources in this study come 
from reputable scientific journal articles, both national 
and international, published in the Google Scholar 
database, Publish and Persih, Scopus, Web of Science, 
and national journal portals such as Garuda and Sinta. 
Source selection was based on certain criteria, such 
as the recency of the publication (last 5–10 years), 
relevance to the ex-dividend date theme, quality of 
the methodology used, and relevance to the context of 
emerging markets such as Indonesia.

The data collection technique in this study was 
conducted using a Systematic Literature Review 
(SLR) approach, which aims to identify, evaluate, and 
synthesize previous studies relevant to stock price 
behavior around the ex-dividend date. The overall 
stages of the SLR process adopted in this research 
follow the PRISMA method, as illustrated in Figure 
1. The systematic flow of literature identification, 
screening, eligibility assessment, and final inclusion of 
articles used in this study.

The data collection process was systematically carried 
out in several stages. First, the researcher identified 
literature by compiling relevant search keywords, such 
as “ex-dividend date,” “stock price reaction,” “dividend 
announcement,” “dividend drop-off,” and “abnormal 
return.” These keywords were used in various reputable 
scientific databases, both national and international, 
published in the Google Scholar database, Publish and 
Persih, Scopus, Web of Science, and national journal 
portals such as Garuda and Sinta. Second, the initial 
search results were screened based on the inclusion and 
exclusion criteria.

The inclusion criteria were as follows: articles 
published within the last 5–10 years, relevant to the 
research theme, available in full text, using valid 
scientific methods, and discussing capital markets both 
generally and specifically in the context of ex-dividend 
dates. Articles that were irrelevant, duplicates, or did 
not meet scientific standards were eliminated. The 
findings were categorized and compared for thematic 

amount on the ex-dividend date. However, in practice, 
many studies have shown results that deviate from this 
theory, such as abnormal returns, irrational stock price 
increases, and short-term trading patterns by certain 
investors. This study seeks to fill this gap by highlighting 
the factors that influence the discrepancy between 
theory and market reality, such as stock liquidity, 
ownership structure, dividend tax policy, individual 
and institutional investor behavior, and macroeconomic 
conditions. Furthermore, this research is novel in that it 
emphasizes the importance of the context of emerging 
markets, particularly Indonesia, which has a distinct 
investor structure, market regulations, and trading 
characteristics compared to developed markets.

To address the discrepancy between theory and reality 
regarding stock price behavior around the ex-dividend 
date, this study employs the Systematic Literature 
Review (SLR) method. The use of an SLR is justified 
because it enables a structured, comprehensive, 
and objective synthesis of prior studies, capturing 
insights from both global capital markets and local 
contexts such as Indonesia. Unlike narrative reviews, 
SLR allows the integration of diverse theoretical 
perspectives, ranging from efficient market theory 
and signaling theory to behavioral finance, while also 
comparing empirical findings across different market 
settings. By adopting this approach, this study seeks to 
identify consistent patterns and anomalies around the 
ex-dividend date and explain how contextual factors, 
such as investor structure, regulatory frameworks, and 
market efficiency, shape stock price dynamics. This 
provides a solid foundation for generating theoretical 
contributions and practical implications for investors, 
issuers, and policymakers.

This study aims to provide a comprehensive 
understanding of stock price behavior around ex-
dividend dates by systematically and critically 
reviewing empirical findings from both international 
and Indonesian capital markets on stock price reactions 
to dividend distributions.

METHODS

This study uses the Systematic Literature Review (SLR) 
method, which is implemented through several stages: 
formulating research questions, searching and selecting 
relevant literature, data extraction, synthesizing 
findings, and evaluating study quality (Van Dinter et al. 
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and critical analysis. In the SLR process, 101 articles 
were initially retrieved, of which 89 were accessible for 
screening. Twelve were excluded for lacking full text or 
scholarly standards. After title and abstract screening, 
50 more studies were removed as irrelevant, leaving 
39 for full-text review. Of these, 29 were excluded 
17 for not addressing ex-dividend dates in depth and 
12 for focusing on unrelated topics. Ultimately, ten 
articles met all the criteria and were included in the 
final analysis, providing both theoretical and empirical 
insights into ex-dividend dates and stock-price 
adjustments. Furthermore, the relationship between the 
SLR results and the analytical direction of this study is 
conceptualized in the research framework presented in 
Figure 2. 

The data analysis technique used in this study was a 
descriptive qualitative analysis approach based on a 
Systematic Literature Review (SLR). The purpose of 
this technique is to identify patterns, trends, gaps, and 

contributions from various previous studies related to 
stock price behavior on ex-dividend dates. The first step 
in the analysis process is data reduction, which involves 
selecting important information from each selected 
study based on the results of the search and filtering 
process. The reduced data included the research focus, 
study location, observation period, analysis method 
(such as event study, regression, or panel analysis), 
main results, and implications of the research. The 
second step was data categorization and grouping. The 
reduced literature was then classified based on several 
analytical dimensions, such as: Each article was 
evaluated based on its abstract, objectives, methods, 
and relevance to the research question. Articles that 
met the criteria were then classified based on theory 
used (signaling theory, EMH, clientele effect, liquidity, 
etc.), research method (event study, regression, panel 
data, etc.), market context (developed, developing, 
Asia, Indonesia, etc.), and main findings and variables 
analyzed. 

Records identified from*: 
Publish or Persih via Google 
Scholar Databased
Databases (n = 101)
Acsessable (n = 89)

Records removed before screening:
Duplicate records removed  (n = 0)
Records marked as ineligible by automation 
tools (n = 0)
Records removed for other reasons (n = 12)

Records screened (n = 89)

Reports sought for retrieval
(n = 39)

Reports assessed for 
eligibility (n =39)

Studies included in review
(n = 10)

Reports of included studies
(n = 10)

Records excluded (n = 50)

Reports not retrieved (n = 0)

Reports excluded:
Topic Not Specific to Ex-Dividend Date or 
Stock Price Adjustment (n = 17)
Focus on Other Variables or Phenomena 
Surrounding Dividends (n = 12)
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Figure 1. Image of the SLR Process with the Prisma Method
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Capital Market Context

Ex-Devidend Date Event

Theoretical Fondations
Efficient Market Hypothesis

Signalling Theory
Behavioral Finance

Determinants
Liquidityl Tax Policy
Ownership Structures
Investor Behaviour

Stock Price Reaction Aroud Ex-Devidend Date 

Systematic Lierature Review (SLR) Aproach

Implication Academic Contribution
Investor Insight

Policy Recommendations

Figure 2.  Research framework

The third step is thematic synthesis, which combines 
results with similar themes and compares the differences 
in findings between studies. This synthesis was 
conducted to identify common patterns, contradictions, 
and emerging trends in literature. This stage also 
analyzed the methodology and validity of the findings 
of each study. The final step is critical analysis and 
interpretation, in which researchers deeply assess the 
strengths, weaknesses, and contributions of each study 
and identify research gaps that have not been widely 
explored. This analysis was also used to formulate 
theoretical and practical implications that can be used 
by academics, investors and capital market regulators. 
This framework diagram illustrates the systematic flow 
of the study of stock price reactions around ex-dividend 
dates.

Results
 
The findings from the reviewed studies, as summarized 
in Table 1, reveal both consistency and variation in how 
stock prices behave around the ex-dividend date across 
different markets and methodological approaches. 
High-quality studies published in Q1 journals, such 
as Ainsworth & Lee (2023), Dupuis (2019), Chuang 

(2020), and Daryaei & Fattahi (2022), generally employ 
rigorous econometric techniques like panel regression 
and event studies. These works consistently highlight 
that while the price drop on the ex-dividend date often 
reflects the dividend amount, market frictions such 
as taxes, liquidity, and investor clientele can lead to 
deviations from the theoretical prediction of a one-
to-one drop. On the other hand, studies conducted in 
regional or emerging market contexts, including Bayu 
& Purbawangsa (2023), Priestyaloka & Suryanawa 
(2024), and Qadar (2023), tend to rely more heavily 
on event studies with paired t-tests. Their findings 
frequently show anomalies, such as disproportionate 
drop-off ratios and short-term abnormal returns, 
suggesting that local investor behavior and structural 
characteristics of these markets such as the dominance 
of retail investors in Indonesia play a critical role in 
shaping stock price reactions. Meanwhile, works like 
Tamara et al. (2020) and Chowdhury & Sonaer (2016), 
situated in mid-tier journals, provide useful insights by 
combining event studies with descriptive or regression-
based analyses. They point to a mixed picture: in 
some cases, stock price reactions align with classical 
dividend theories such as dividend signaling, but in 
others, behavioral factors and tax asymmetries appear 
to drive observed deviations. Lastly, the study by Al-
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increase dividend payments. The costly nature of 
dividends enhances the reliability of the signal. 

However, the interpretation of dividend signals is not 
always clear. Several scholars argue that dividends 
may not always be a reliable indicator of future 
performance due to factors such as changing taxation 
policies, regulatory environments, and the increasing 
popularity of alternative payout mechanisms, such as 
share repurchases. For instance, in some jurisdictions, 
firms may prefer stock buybacks over dividends 
because of tax efficiency, which could weaken the 
traditional dividend signaling effect (Al-Khasawneh 
et al. 2024; Yasar et al. 2020). The empirical evidence 
for dividend signaling remains mixed. Some studies 
confirm that stock prices tend to increase following 
dividend announcements, which is consistent with 
signaling theory (Bhattacharya, 1979; Yasar et al. 
2020). However, other studies find weak or even 
insignificant reactions, suggesting that investors 
may also consider broader contextual factors such as 
industry trends, macroeconomic conditions, and global 
financial stability (Al-Khasawneh et al. 2024). In times 
of economic uncertainty, for instance, even a dividend 
increase may not generate a strong positive reaction, 
as investors could be more concerned about long-term 
sustainability than they are about short-term signals.

Khasawneh et al. (2024), which specifically focuses 
on Islamic finance markets, brings an additional 
dimension by showing that institutional and regulatory 
contexts unique to Shariah-compliant environments 
also influence the magnitude and direction of stock 
price adjustments.

Theoretical Basis and Key Concepts

Signalling Theory

Signaling theory, when applied to dividend policy, 
highlights the role of information asymmetry between 
management and investors. Management generally 
has better knowledge of the firm’s actual financial 
condition, cash flow stability, and growth prospects. 
Because outside investors cannot directly observe 
these factors, they rely on observable actions, such as 
dividend announcements, to infer management’s private 
information about the firm. In this sense, dividends 
serve as a credible communication tool that reduces 
information asymmetry (Ross, 1977; Bhattacharya, 
1979; Gumanti, 2009; Spence, 1973; Yasar et al. 2020). 
One of the key strengths of dividend signaling is its 
credibility. Because dividends represent tangible cash 
outflows, only firms with sustainable earnings and 
healthy liquidity can afford to maintain or consistently 

Table 1. Summary table of literature review
Author, Years Method Journal Quartile
(Ainsworth & Lee, 2023) Event study, Panel Regression Journal of Financial Markets Q1
(Tamara et al. 2020) Event study, Descptive The Singapore Economic Review Q3
(Chowdhury & Sonaer, 2016) Event study, t-test, regression Journal of economics and finance Q2
(Bayu & Purbawangsa, 2023) Event study, Paired t-tes European Journal of Business and 

Management Research
Non-Q

(Priestyaloka & Suryanawa, 
2024)

Event study, paired t-test American Journal of Humanities and 
Social Sciences Research

Non-Q

(Dupuis, 2019) Event study, Regression Emerging Markets Review Q1
(Chuang, 2020) Panel Regression Empirical Economics Q1
(Daryaei & Fattahi, 2022) Panel Regression Corporate Governance Q1
(Qadar, 2023) Event study, paired t-test International Journal of Entrepreneurship Q3
(Al-Khasawneh et al. 2024) Event study International Journal of Islamic 

and Middle Eastern Finance and 
Management

Q2
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incorporation. From a signaling perspective, liquidity 
can also affect the credibility of dividends as a signal: in 
liquid markets, signals are transmitted and interpreted 
more effectively, whereas in illiquid markets, price 
reactions may be exaggerated or distorted, making 
it more difficult to distinguish between genuine 
information and noise.

Institutional investors also exert a significant influence 
on stock price behavior around the ex-dividend 
date. Chuang (2020) and Daryaei and Fattahi (2022) 
found that higher levels of institutional ownership 
are associated with lower price volatility and reduced 
abnormal returns. This outcome can be explained 
in several ways. From a signaling perspective, the 
presence of institutional investors reduces information 
asymmetry because these investors closely monitor 
management and are better equipped to evaluate 
firm fundamentals, thereby weakening the marginal 
impact of dividend signals on stock prices. According 
to the EMH framework, institutional investors 
enhance market efficiency by processing and acting 
on information more rationally and rapidly, thereby 
reducing opportunities for short-term anomalies. 

Synthesis of Theory and Implications for Stock 
Price Behavior

Signaling theory, the efficient market hypothesis, 
and the clientele effect complement each other in 
explaining stock price behavior around the ex-dividend 
date. Dividend announcements are important signals 
for investors; however, market responses are not 
always perfect because of information asymmetry, 
investor preferences, and external factors such as taxes 
and liquidity. Liquidity and institutional ownership 
refine and extend the explanatory power of the three 
main dividend behavior theories. Dividend signaling 
remains relevant as a mechanism for conveying private 
information, but its impact is moderated by liquidity 
conditions and the investor structure. The EMH 
continues to provide a baseline for understanding price 
adjustments, but the persistence of abnormal returns, 
especially in illiquid and retail-driven markets, suggests 
deviations from full efficiency. The clientele effect 
highlights investor heterogeneity, whereas liquidity 
and institutional ownership determine the strength of 
the influence of these clienteles on price dynamics. In 
emerging markets such as Indonesia, where liquidity 
is often lower and institutional ownership is less 
dominant, dividend signals tend to be stronger but 

Implications for Stock Price Behavior

Dividend announcements are among the most observable 
corporate actions and often trigger immediate market 
reactions. From the signaling perspective, an increase 
in dividends reflects management’s confidence in stable 
future earnings and cash flows, whereas a decrease or 
omission of dividends is usually interpreted as a warning 
sign of financial distress (Ross, 1977; Bhattacharya, 
1979; Spence, 1973; Gumanti, 2009). The Efficient 
Market Hypothesis (Fama, 1970) challenges the 
strength of dividend signaling by arguing that prices 
in an efficient capital market should incorporate all 
publicly available information, including dividend 
announcements, instantaneously. Under strict market 
efficiency, the stock price drop on the ex-dividend date 
should equal the dividend amount. However, numerous 
empirical studies document abnormal returns around 
ex-dividend dates (Ainsworth & Lee, 2023; Tamara et 
al. 2020). 

The clientele effect (Elton & Gruber, 1970) provides a 
compelling explanation for these deviations from the 
expected results. Different groups of investors self-
select firms whose dividend policies match their tax 
positions and income preferences. For example, high-
tax-bracket investors may avoid dividend-paying firms 
to reduce tax burdens, while retirees or institutions 
that rely on regular income flows may concentrate on 
dividend-paying stocks. This heterogeneity creates 
segmented markets, where stock price reactions around 
ex-dividend dates reflect the collective rebalancing of 
investor clientele rather than pure efficiency. Moreover, 
dividend capture strategies, where traders exploit 
short-term gains by buying before and selling after 
the ex-dividend date, further amplify abnormal returns 
(Ainsworth & Lee, 2023). 

Liquidity and Institutional Ownership

Liquidity plays a critical role in shaping stock prices’ 
responses to dividend announcements and ex-dividend 
dates. In highly liquid stocks, trading is more efficient, 
and information is absorbed quickly by the market, 
consistent with the predictions of the Efficient Market 
Hypothesis (Fama, 1970). Amihud (2002) and Amihud 
& Noh (2021) demonstrate that stocks with higher 
liquidity tend to experience faster and more accurate 
price adjustments, while illiquid stocks often exhibit 
stronger abnormal returns around the ex-dividend 
date due to trading frictions and slower information 
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regulatory frameworks, taxation systems, and investor 
composition. This finding implies that dividend 
signaling is interpreted differently depending on how 
credible dividend payments are perceived in specific 
market environments. Tamara et al. (2020), focusing 
on Asian markets, found significant price fluctuations 
and changes in trading volumes around the ex-dividend 
date, which suggests that dividend distributions are 
not merely accounting events but trigger substantive 
trading reactions. 

In Indonesia, Bayu and Purbawangsa (2023) provide 
more granular evidence by comparing LQ45 stocks 
with non-LQ45 stocks. Their findings show significant 
differences in abnormal returns, with larger and more 
liquid LQ45 stocks experiencing more efficient price 
adjustments than smaller and less liquid firms. This 
result highlights the role of liquidity and market 
capitalization as critical moderators of how dividend 
announcements are absorbed by the market. Similarly, 
Priestyaloka and Suryanawa (2024) found notable 
differences in abnormal returns and trading volume 
activity on the cum-dividend date, reinforcing the 
notion that the Indonesian market remains sensitive to 
dividend distribution events. These findings suggest 
that in Indonesia, dividend announcements retain strong 
informational value, but the efficiency of the market’s 
response is contingent on stock-specific characteristics 
of the company. Cross-country studies in South Asia 
further confirm the persistence of abnormal returns 
around dividend events in South Asia. Qadar (2023) 
reported that abnormal returns around the ex-dividend 
date remain a robust feature of market behavior  (Table 
2).

Managerial Implications

The findings of this study yield several critical managerial 
implications that can guide firms in shaping their 
strategic dividend policies. First, signaling remains the 
most immediate priority for management, as investors 
consistently interpret dividend announcements as 
indicators of financial health and prospects. Therefore, 
managers must ensure that dividend decisions align 
with actual financial performance to avoid sending 
misleading signals that could erode market trust. 
Once signaling credibility is established, liquidity 
management becomes the next crucial factor, as firms 
with illiquid stocks face greater price volatility around 
the ex-dividend date. To address this, managers can 
enhance liquidity through stock splits, share buybacks, 

also noisier, producing more pronounced abnormal 
returns around ex-dividend dates (Tamara et al. 2020; 
Gumanti, 2009). In contrast, developed markets with 
higher institutional participation and deeper liquidity 
exhibit weaker signaling effects and smaller anomalies 
because information is processed more efficiently.

Cross-country and Cross-period Empirical 
Evidence

Evidence from Developed Markets

Ainsworth and Lee (2023) show that even in developed 
markets characterized by high liquidity and strong 
institutional participation, individual investors still 
exert a significant influence on abnormal returns 
around the ex-dividend date. This suggests that retail 
investors’ behavioral biases and tax-driven dividend 
capture strategies continue to shape short-term 
stock price dynamics, challenging the notion that 
institutional dominance fully eliminates inefficiencies. 
Efthymiou et al. (2021), focusing on the U.S., provide 
further evidence of market microstructure frictions by 
identifying a systematic limit order bias on ex-dividend 
days, which amplifies intraday stock price volatility. 
This finding highlights that inefficiencies do not only 
arise from investor heterogeneity but can also be 
rooted in the structural design of trading systems. In 
Europe, Kreidl and Scholz (2021) document a dividend 
month premium in Germany, showing that stocks that 
distribute dividends during specific calendar months 
tend to yield higher abnormal returns. This evidence 
underscores the clientele effect, where investor 
behavior may be influenced by seasonal liquidity 
needs, tax planning, or predictable institutional trading 
cycles, adding a temporal dimension to dividend-
related anomalies in the stock market. Eugster and 
Isakov (2019) complement this in Switzerland by 
linking family ownership structures to return patterns 
around dividend events.  

Evidence from Emerging Markets and Asia

Chowdhury and Sonaer (2016) examined several 
emerging markets and found significant abnormal 
returns on ex-dividend days; however, the magnitude 
and direction of the effects differed depending on 
the type of dividend distributed (cash vs. stock) and 
the market’s institutional characteristics. Their study 
shows that dividend-related anomalies are not uniform 
but are shaped by structural market factors, such as 
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across markets depending on factors such as stock 
liquidity, dividend yield, institutional ownership, 
and firm-specific characteristics. Theoretically, this 
finding not only reinforces the explanatory power of 
Signalling Theory and the Clientele Effect but also 
refines the Efficient Market Hypothesis (EMH). While 
the EMH assumes that dividend information should 
be rapidly absorbed into prices, the persistence of 
abnormal returns demonstrates that market efficiency 
is conditional and may be weaker in emerging markets, 
where information asymmetry, regulatory gaps, and 
investor heterogeneity are more pronounced. This 
nuance advances the literature by highlighting the 
need to consider the market structure and institutional 
context when applying the EMH to dividend events. 
From a practical standpoint, the results have significant 
implications for investors, issuers, and policymakers. 
Investors are advised to incorporate abnormal return 
patterns into their short-term trading strategies while 
remaining cautious of post–ex-date price adjustments 
and liquidity risks. Issuers should recognize that 
dividend policy communicates more than cash 
distribution; it serves as a credibility signal that shapes 
investor trust and market stability.

or increasing the free float of shares, thereby facilitating 
smoother price adjustments and reducing abnormal 
fluctuations. In parallel, management should pay close 
attention to the clientele effect by aligning dividend 
policies with investor preferences, particularly in 
relation to liquidity needs and taxation, so that firms 
attract and retain the right investor base. Moreover, 
maintaining stable institutional ownership through 
strong investor relations is essential, as institutions 
tend to dampen excessive market reactions with a long-
term perspective. In times of crisis or external shocks, 
such as the COVID-19 pandemic, management must be 
proactive in communicating transparent and consistent 
dividend signals, reinforcing investor confidence when 
uncertainty is at its peak.

CONCLUSIONS AND RECOMMENDATIONS 

Conclusions

Based on the results of the Systematic Literature Review, 
it is evident that the abnormal return phenomenon 
around the ex-dividend date represents a consistent 
global pattern, yet its magnitude and direction vary 

Table 2. Summary theory explanation of Ex-Devidend Date
Determinant Key Empirical Evidence Direction/Impact
Liquidity (Amihud, 2002; Amihud & Noh, 2021; Zhang 

et al. 2021) – High liquidity leads to efficient 
price adjustments. (Marozva, 2019, 2020) – 
Liquidity index moderates’ dividend–return 
relationship.

High liquidity → faster & more efficient 
adjustments; Low liquidity → larger 
abnormal returns.

Institutional Ownership (Chuang, 2020; Daryaei & Fattahi, 2022) 
Higher institutional ownership reduces 
volatility and overreaction.

More institutional investors → more 
rational, moderate price reactions.

Dividend Yield & 
Amount

(Bayu & Purbawangsa, 2023; Marisetty & 
Babu, 2021) – High yields → larger stock 
price corrections. (Asem & Alam, 2021) – 
Consecutive dividend increases → stronger 
abnormal returns.

Higher yield/amount → larger ex-date 
adjustments; Consistent increases → 
stronger signaling.

Market Risk & External 
Factors

(Batra et al. 2023; Sunardi et al. 2023) 
– Volatility and macro shocks affect 
dividend reactions. (Kotcharin et al. 2023) 
– Government policy responses moderate 
dividend impacts.

High volatility → stronger price swings; 
Policy supports cushions negative impact.

Ownership Structure & 
Governance

(Aiello et al. 2024; Franzoi & Mietzner, 2021) 
– Ownership concentration, firm age, and 
governance quality shape market responses.

Strong governance/ longer firm age → 
more credible signals; Weak governance → 
weaker/divergent reactions.
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