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		Abstract

		This paper examines the stock market reaction to dividend announcement in the emerging stock market of Bangladesh. A sample of 50 listed companies from different sectors of the Dhaka Stock Exchange (DSE) is examined for a period of four years (2001-2004). Our finding shows average abnormal return (AAR) gets a pick one day before the dividend announcement, and after the dividend announcement, it falls sharply. Also revealed from this study is the cumulative abnormal return (CAR) of almost all the companies around the study period, which have increased just before the dividend announcement date, did not sustain in the ex-dividend period. Regression analysis depicts that the overall models considered are statistically significant in most of the cases, which means there is a very strong evidence of sensitivity of dividend declaration on the market. The sensitivity is prominent on the day after or the day before the declaration rather than the declaration day. These findings justify that information leakage is evident before the dividend announcement, and dividend announcement carries some significant information content. Thus, it can be concluded that, during the period under study, dividend had strong impact about signaling the future prospects of the companies under study. 
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