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Abstract:Shareholders are the real possessors since they invests their plutocrat in the shares, hence 

they expectdividend. The dividend is a share of separable gains which the governing body decided to 

distribute. Since the dividend distribution isn't obligatory the management may decide about the 

how important of separable gains every time distributed as tip and retained.However, the company 

need to face the dissatisfaction from the shareholders, If no dividend paid or paid the lower quantum 

during the times of gains. For dividend payments, company has to expend it’s liquid sources. The 

indispensable action available is not to make the dividend payment and getting the shareholders 

satisfaction is perk issue by staking the accumulated gain known as stock dividendie., issue of free 

shares rather of paying tip in cash. This process is also known as perk issue which requires the 

company has to follow the legal procedures, the stock tip also has it’s effect on paid up capital. To 

unfold these legal procedures, the impact of perk issue on share capital and also it’s graces and faults 

is the idea of this composition. 
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1. Introduction:The first recorded stock dividend was issued by Though the stock dividends 

have been around for centuries, the Hudson's Bay Company in 1690 is the first company. 

Stock dividends were particularly popular in the United States in the late 19th and early 20th 

centuries. In 19th and early 20th centuries, the stock dividends are popular in United States. 

Issuing the additional shares in lieu of dividend payment is called the stock dividend.These 

dividends are typically declared as a percentage of a shareholder's current holdings. For 

example, a 10% stock dividend would give each shareholder 10 additional shares for every 

100 shares they already own. Regular and special are the two main types of stock 

dividends.Typically the regular stock dividends are distributed on a quarterly or annual basis 

and special dividends are declaredon ad hoc basis to celebrate various occasions(like 

company’s anniversary or initial public offer). Providing signals to the investors that the 

company is profitable and having strong financial position, retaining the members who are 

looking for tax free fixed income are the merits of stock dividends. Dilution of EPS, creation 

of administrative costs are the drawbacks of stock dividends. 
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2. Research Methodology: The descriptive research is used in this article and the data is 

collected from secondary sources like academic books, published articles and various 

websites. 

3. Discussion:The issue of impact of stock dividends on stock prices has been debated by 

academics and practitioners for many years. Based on their study some academicians and 

practitioners are of the opinion that stock dividends have positive impact on share prices 

and other argue that they have no impact. The financial position of the company, investors 

expectations and reasons for issuing stock dividend are the factors which decides the impact 

of stock dividend on stock prices.List of companies issued stock dividend prior to the 

pandemic impact are as follows: 

 

Overall, stock dividends is a powerful weapon to distribute profits to shareholderssubject to 

the following legal procedures. 

(i) Guidelines issued by Securities and Exchange Board of India(SEBI): 
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(ii) Sec.63 of the Companies Act, 2013, Provisions: 

 

 

Conclusion:In conclusion, stock dividends are a complex topic with both potential benefits and 

drawbacks. For companies, stock dividends can be a way to signal financial strength, reward 

shareholders, and attract and retain investors. For shareholders, stock dividends can provide a tax-

efficient way to receive income and grow their investment.However, it is important to note that 

stock dividends can also dilute earnings per share and create administrative costs. Additionally, 
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companies may use stock dividends to manipulate their stock prices.Overall, the decision of whether 

or not to issue a stock dividend is a complex one that should be made on a case-by-case basis. 

Corporatesneed to review their financial condition, the reasons for stock dividend, and the 

expectations of investors before making a decision. 
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