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ABSTRACT

Information efficiency of capital markets is a very important and interesting topic for the
investors, fund managers, regulators and listed companies around the world. This
research paper studies the semi strong form information efficiency in the Colombo Stock
Exchange. The methodology used is an event study on bonus issue announcements. The
main objectives of the research are to study the impact of bonus issue announcements on
the behavior of security prices and to assess the semi strong form efficiency in the
Colombo Stock Exchange. The research outcome for both individual share level and
portfolio level indicates that security prices react positively to the bonus issue
announcements. The Colombo Stock Exchange exhibited only partial (50% of the
sample) semi strong forni efficiency at individual share level. However, the Colombo
Stock Exchange exhibited semi strong form efficiency at portfolio level. Portfolio level
study was carried out in six scenarios based on overall market, bonus ratio,
industry/sector, liquidity levels, firm size and the time period of announcements.
Research results for each scenario concluded that the Colombo Stock Exchange is semi

strong form efficient at portfolio level.
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