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This study examines the effects of reverse stock splits on stock prices and
liquidity over a one-year period. The findings reveal that reverse stock splits aimed at reducing
the trading unit to 100 shares did not significantly impact trading activity but successfully
reduced transaction costs for investors. The study also shows that companies implementing reverse
stock splits experienced a decline in stock prices, although the decline was less pronounced when
the purpose was to consolidate trading units. This suggests that reverse stock splits for
consolidation purposes improve liquidity and mitigate negative market reactions compared to reverse
stock splits conducted for other reasons.
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