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Individual Investors and Market Efficiency in the Japanese Stock Market
—— An Empirical Study on the Ex-rights of the Dividend and Stockholder Preferential Treatment ——
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Masashi MASUDA, Mai MURAYAMA

Abstract

This paper explores the efficiency of the Japanese stock market by examining the stock price movement
around the ex-rights day of both dividends and stockholder preferential treatments. While Kato (1995)
showed the anomaly that stock prices 7ose on the ex-dividend day in the 1980s, we found that this anomaly
disappears in 2006; stock prices do fa/l on the ex-dividend day. We also show that stock prices fall by the
value of stockholder preferential treatment as well as the dividend and that prices appear to incorporate
the information about the premium of such preferential treatments. These empirical results suggest that
individual investors significantly affect stock price formation and their investment plays a crucial role in
enhancing market efficiency in Japan.
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