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ABSTRACT 

This paper examines the aggregate determinants of corporate events of stock 

splits. The evidence shows that good market conditions drive firms’ decisions to 

split shares and increase their associated returns, but the dominant effect of 

macroeconomic factors on stock split announcements is business cycle variations. 

Firms are most likely to split their shares when they have been experiencing 

enough excess earnings in economic upturns. This result is more consistent with 

the Neoclassical Efficiency Hypothesis. This research sheds light on the reasons 

why we observe corporate events happening in waves and enhance the 

understanding of why firms split shares at the aggregate level. 
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