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ABSTRACT

Although its motivating effect on productivity and performance has been studied

extensively in the literature, the employee stock bonus from profit sharing does

dilute the shareholders’ equity. The purpose of this study is to investigate the impact

of the announcement of the employee stock bonus plan on the shareholder’s

wealth. Sample firms are selected from-the electronics industry listed on the Taiwan

stock exchange. We adopt the event study method to explore whether there are

abnormal returns after the annguncements. Besides, regression model is applied to

analyze the relationship between the employee stock bonus and the abnormal return.

The empirical results show that:

1) In general, we do not observe the negative abnormal returns after the
announcement of the employee stock bonus plan.

2) Positive abnormal returns are observed in the bull market, while negative
abnormal returns in the bear market.

3) In the regression analysis, the employee stock bonus ratio and the cumulative
average abnormal return (m) do not form a linear relationship.



