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Abstract

New products are often seen as a sine qua non for fuelling future 
success of any organization. Designing, manufacturing and marketing 
new and innovative products has the potency to lend competitive 
advantage to a firm. The contribution of new products to the top-line as 
well as the bottom-line can be accurately gauged after they have been 
launched and are made available to the target market. At the outset 
however, the importance of the new product to the organization and the 
stakeholder’s sentiment can be captured in the stock price when the 
new product announcement is made. 

The present study analyzes the market reaction to new product 
announcements made in the Indian automobile industry. A total of 19 
new product announcements made between 2010 and 2016 by 3 
different automobile manufacturers in India have been examined in the 
study. 

The standard event study methodology has been used to examine 
whether cumulative abnormal returns accrue to the firm when new 
product launch announcements are made. The study findings suggest 
that market reaction to various new product announcements can be 
termed as a mixed bag so far as individual manufacturers are 
concerned. However, collectively the automobile manufacturing 
companies have benefitted on the announcement date and (-2, +2) 
event window. 

Keywords: New Product Announcements, New Product Launch, 
CAR, Cumulative Abnormal Returns, Event Study, Indian Automobile 
Sector 

Introduction

In the present day competitive world, innovation and new product 
introduction in the market place has become a sine qua non for suceess. 
New product introductions have earned the tag of being ‘engines of 
growth’. Companies, across industries, invest heavily in R&D with the 
objective of designing and developing products that cater to the needs 
of the customers in a superior manner. New product introductions can 
lead to increase in market share and can be a source of competitive 
advantage. It is widely hypothesized that the value of innovation is 
more for companies operating in technology based industries as 
compared to their counterparts in industries that rely less on 
technological innovation. 
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The concept of product life cycle operates at category level, 
product level and brand level. This suggests that new 
product introductions are necessary as existing marketing 
offerings would eventually outlive their utility. From a 
strategic point of view, new market introductions help keep a 
company maintain a balanced portfolio. The mature 
products generate current cash flows, while the new ones 
have the potency to generate future cash flows. Companies 
can introduce completely new-to-the-world products or 
redesign existing products and reintroduce them as new and 
improved models and variants of existing brands.

The automobile industry relies heavily on manufacturing 
and marketing new and innovative products. Different 

1models  aimed at different segments of the society are 
launched every year. This study examines the impact of new 
product announcements made in the Indian automobile 
sector on shareholder’s wealth.

Review of Literature

Introduction of new products is a risky but critical activity 
that drives a company towards success (Lee & Chen, 2009).  
By announcing the introduction of new products, firms send 
a message that they will earn superior economic returns in 
the future (Cohen, Eliashberg and Ho 1997). This important 
piece of information is likely to be interpreted by the 
stakeholders and their sentiment will be captured in the 
stock price (Mishra & Bhabra, 2001). 

The extant literature on new products announcements and 
shareholder value is inconclusive. Chaney, Devinney, and 
Winer (1991) found that new product announcements result 
in creation of shareholder value. The study was conducted 
on varied announcements across different industries and 
also included test marketing announcements. On the other 
hand, Eddy &Saunders (1980) found no evidence that new 
product announcements create shareholder value.  

Rundle (1999) and Crawford (1994) document abnormal 
stock price behaviour with regard to specific companies. 
The former found substantial and positive cumulative 
abnormal returns in case of a pharmaceutical company 
announcing the introduction of drug to cure a debilitating 
disease. The latter study established that abnormal returns 
accrued to Apple when the company announced the launch 
of its Macintosh line of computers.  Mishra & Bhabra (2001) 
study the impact of product preannouncements on stock 
price. The authors argue that that vapourware, a case where 
the product launch is announced but the product does not see 
the light of the day, may be used as a strategy to pre-empt 
competition. However, Sorescu, Shankar, & Kushwaha 
(2007) caution that pre announcements may enhance the risk 
of unwanted competitive action and may vapourware may 
generate negative consequences. 

Kirmani and Rao, 2000; Klien & Leffler, 1981 have stated 
that firms use product announcements as signals to create a 

positive mindset amongst the investors.

Some researchers have added completely new perspective 
related to new product announcements. Lin & Chang, 2012 
highlight the role of corporate governance in influencing the 
share price when new products are announced.  Lee & Chen 
(2009) have explored the role of firm size and resources and 
impact of new product introductions on shareholder value. 

About this Study

Rationale of the Study

Product is an important element of the marketing mix. 
Researchers have explored various dimensions of new 
product development including market testing, consumer 
attitude and demand forecasting. Likewise, the 
announcement of a product launch has strategic importance 
and is likely to have a bearing on the stock price. The present 
study has used the well-accepted event-study methodology 
to evaluate the impact of such strategic marketing decisions. 
Research literature is replete with studies that assess the 
impact of new product introductions on various facets of 
business. However, no study appears to have been 
conducted that specifically examines the impact of new 
product announcements in the Indian context.  The present 
study fills this research gap and links economic worth of 
strategic decisions and shareholder value. 

Research Objective

The present study aims to assess whether cumulative 
abnormal returns accrue to automobile manufacturers when 
they announce the launch of new products/models. The 3 
companies; MSIL, M&M, and Tata Motors, whose new 
product introductions are being examined in this study, 
collectively hold close to 60% of market share in the Indian 

2passenger car industry (Sengupta, 2016)  .  The study will 
assess the effect of each individual new product 
announcement as well as the combined impact of 19 
announcements on the stock price of automobile companies. 

Sample Selection 

Maruti Suzuki India Ltd. (MSIL), Mahindra & Mahindra 
(M&M) and Tata Motors Ltd. are prominent players in the 
Indian automobile marketplace. MSIL has launched many 
new models from 2010 through 2016 as a part of its line 
filling strategy. M&M too has made further inroads in the 
Indian passenger car market in recent years. The Tata Group, 
well known in India for manufacturing trucks and 
commercial vehicles, too has increased its toehold in the 
Indian passenger car market. 

Put together, these 3 manufacturers made 19 new product 
announcements between 2010 and 2016. The 
announcements refer to new models only. Companies do 
modify existing models and launch the modified versions 
from time to time. The launch of modified versions has been 
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excluded from the study. The name of model and date of 
launch is enumerated in Table 1A to Table 1C. New variants 
of existing models that are introduced in the market from 
time to time have been excluded from the study. 

The date of launch has been taken from the press releases 
issued by the manufacturers. The date of press release has 

been taken as the announcement date/event date/Day Zero 
for the purpose of this study. 

The NSE stock price of MSIL, M&M and Tata Motors has 
been used for this study and the Nifty 50 has been used as the 
market index. 

Research Methodology

The standard event study methodology has been used to 
calculate the cumulative abnormal returns. The single factor 
model has been used in the study. 

I. The residual returns were calculated as follows

 = Abnormal return for stock j at time t

 = Actual return for stock j at time t

 = Intercept of the regression model

 = Slope of the regression model

 =Return on NSE

II.  The daily average abnormal returns (       )  in various 
windows was calculated as follows

  =Average abnormal returns of product launch 
announcement

N= Number of announcements

III. The cumulative average abnormal returns (CAR) for 
each event window was calculated as depicted below

Table 1A: New Models Launched by Maruti Suzuki India Ltd. (2010-2016)

S. No
 

Model Year Date of Launch

1

 
Kizashi 2010 02 February 2010

2

 

Ertiga 2012 12 April 2012

3 Alto 800 2012 16 October 2012

4 Celerio 2014 06 February 2014

5 Ciaz 2014 06 October 2014

6 S Cross 2015 05 August 2015

7 Baleno 2015 26 October 2015

8 Vitara Brezza 2016 08 March 2016
Source: Press Releases Issued by MSIL

Table 1B: New Models Launched by M&M Ltd. (2010-2016)

S. No  Model Year Date of Launch

1

 
Thar 2010 October 4, 2010

2 Verito 2011 April 26, 2011

3 Xuv 500 2011 September 29, 2011

4 Rexton 2012 October 3, 2012

5 TUV 300 2015 August 14, 2015

6 KUV 100 2016 January 15, 2016

7 Nuvo Sport 2016 April 4, 2016
Source: Press releases Issued by M&M

Table 1C: New Models Launched by Tata Motors Ltd. (2010-2016)

S. No  Model  Year Date of Launch

1
 

Aria
 

2010 October 12, 2010

2 Safari Storme 2012 October 17, 2012

3 Zest 2014 August 12, 2014

4 Bolt 2015 January 22, 2015
Source: Press Releases Issued by Tata Motors
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CAR= Cumulative average abnormal returns of product 
launch announcements

IV. The t-statistic for residual return was calculated as 
follows

    = Standard deviation of residual returns during the 
clean period

V. The t-statistic of average abnormal returns was 
calculated as follows

  = Standard deviation of average abnormal returns 
during clean period.

VI. The t-statistic of CAR was calculated as follows

t= No of days in the window period

This study has examined the cumulative abnormal returns 
that accrued to the firm on Day 0 (Announcement Day). In 
addition this four other event windows have been examined 
to check any abnormal stock price behaviour; 1 day before to 
1 day after the announcement (- 1, + 1), 2 days before to 2 
days after the announcement (-2, +2), 5 days before to 5 days 
after the announcement (- 5, + 5) and 10 days before to 10 
days after the announcement (-10, +10). 

The markets process information quickly and the impact of 
the information is incorporated in the stock price 
immediately. Therefore Day 0 returns have been examined. 
However, there is a possibility that the news of the new 
product may have been revealed through informal sources 
before the formal announcement was made. Therefore the 
stock price reaction for days prior to the event date has also 
been considered. 

For the purpose of this study, 81 day period; 40 days before 
to 40 days after the announcement has been taken as the 
window period while. The 200 day clean period includes 
100 days before and 100 days after the window period. The 
detail of clean period data and window period data for new 
product announcements is given in Table 2A to Table 2C.
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Findings of the Study

The findings of the study are reported in this section.  

MSIL New Product Announcements 

The CAR recorded during MSIL new product 
announcements are given in Table 3A to Table 3H. 

February 2, 2010: Kizashi

MSIL recorded CAR of -0.66%, -1.90%, -0.83% and -
2.87% on the announcement date (Day 0) and during the (-1, 
+1), (-2, +2) and (-5, +5) event window respectively when 
Kizashi was launched. The CAR on Day 0 as well as across 
all event windows was statistically insignificant.
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April 12, 2012: Ertiga

MSIL shareholders earned positive, substantial and 
statistically significant returns at the time of Ertiga launch 
announcement. The Day 0 returns of 2.28% were 
statistically insignificant (T-Stat 1.25). However, the returns 

during (-1, +1) and (-2, +2) event window at 3.58% (T-Stat 
2.12) and 4.14% (T-Stat 2.27) respectively were statistically 
significant at 5 percent level. Likewise, the returns during (-
5, +5) and (-10, +10) event window at 5.39% (T-Stat 2.96) 
and 6.97% (T-Stat 3.83) respectively were statistically 
significant at 1 percent level.

October 16, 2012: Alto 800

MSIL did not earn substantial or statistically significant 

CAR during the Alto 800 launch announcement. The only 
exception to this was the (-10, +10) event window when the 
company recorded CAR of 4.39% (T-Stat 2.39). 

February 6, 2014: Celerio

At the time of Celerio launch announcement, MSIL earned 
positive CAR of 1.61% (T-Stat 1.15), 1.14% (T-Stat 0.82) 
and 2.43% (T-Stat 1.74) on the announcement day and (-1, 
+1) and (-2, +2) event window period. The returns turned 

negative at -2.09% (T-Stat -1.50) during the (-5, +5) event 
window. All the aforesaid returns were however statistically 
insignificant. MSIL shareholders lost value during the (-10, 
+10) event window of Celerio launch announcement as the 
company registered substantial, negative and statistically 
significant CAR of -7.15 % (T-Stat -5.14)

October 6, 2014: Ciaz 

The CAR recorded by MSIL was negative across all event 
windows except the (-10, +10) event window when the 
launch of Ciaz was announced. The negative returns on 

announcement date, and during the (-1, +1) and (-2, +2) 
event window were statistically insignificant. The returns at 
-4.12% (T-Stat -2.89) were substantial, negative and 
statistically significant in the (-5, +5) event window. 
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August 5, 2015: S Cross

The CAR recorded during the S Cross launch announcement 
was pretty similar to the CAR recorded during the earlier 
launch Baleno. The CAR on announcement date and during 

(-1, +1) and (-2, +2) event window were not statistically 
significant. The CAR was positive, substantial and 
statistically significant at 7.17% (T-Stat 5.20) and 12.60% 
(T-Stat 9.13) during the (-5, +5) and (-10, +10) event 
windows respectively.  

October 26, 2015: Baleno

The launch of Baleno stemmed the tide of negative CAR that 
had accrued to MSIL during the earlier launches of Celerio 
and Ciaz. MSIL did not register substantial returns during 
the event windows closer to the announcement date. The 
returns of .48% on announcement date, .61% during (-1, +1) 

and .60% during (-2, +2) were statistically insignificant. 
However, the shareholders of MSIL benefitted as the 
company registered substantial, positive and statistically 
significant CAR of 3.82% (T-Stat 2.70) and 7.95% (T-Stat 
5.64) during the (-5, +5) and (-10, +10) event window 
respectively. 

March 8, 2016: Vitara Brezza

The launch of Vitara Brezza did not yield positive CAR for 
MSIL. The announcement day CAR of -2.81% (T-Stat -

2.27) was substantial and statistically significant. The CAR 
recorded during the (-10, +10) event window was also 
negative, substantial and statistically significant at -6.76% 
(T-Stat -5.47). 

M&M New Product Announcements

The CAR recorded during M&M new product 
announcements are given in Table 4A to Table 4G. 

October 4, 2010: Thar

M&M generated substantial, positive and statistically 
significant returns of 5.03% (T Stat 2.88) during the (-1, +1) 
event window. The returns during the other event windows 
were not statistically significant. 
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April 26, 2011: Verito 

M&M recorded negative, but statistically insignificant CAR 

of -0.97% on Day 0 when Verito was launched. The CAR in 
other event windows was positive but was statistically 
insignificant.

September 29, 2011: XUV 

The XUV launch generated substantial, positive and 
statistically significant cumulative abnormal returns of 
4.69% (T Stat 3.01) during the (-2, +2) event window. The 

returns on Day 0 at 1.47% (T Stat 0.94) as well as during the 
(-1, +1) and (-5, +5) event window at 1.44% (T Stat 0.92) 
and 2.65% (T Stat 1.70) respectively were also substantial 
and positive but they were not statistically significant.

October 3, 2012: Rexton

The launch of Rexton led to generation of positive, 
substantial and statistically significant CAR of 4.61% (T 

Stat 3.78) during the (-10, +10) event window. The CAR was 
insignificant in all other event windows during the Rexton 
launch announcement. 
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August 14, 2015: TUV 100

The CAR generated during at the time of TUV 300 launch 
was substantial and positive during the event windows 
closer to the announcement date and was substantial and 

negative during the event windows father from the 
announcement date. However, the CAR was statistically 
insignificant across all event windows. 

January 15, 2016: KUV 300 The CAR generated during the KUV 300 launch was not 
statistically significant in any of the event windows. 

April 4, 2016: Nuvo Sport

M&M shareholders earned substantial, positive and 
statistically significant CAR of 3.64% (T Stat 2.99) on Day 0 

of Nuvo Sport launch announcement. The positive and 
substantial CAR of 1.99% (T Stat 1.64), 1.47% (T Stat 1.21) 
and 3.04% (T Stat 1.50) generated during (-1, +1), (-2, +2) 
and (-10, +10) was not statistically significant.  

Tata Motors New Product Announcements 

The CAR recorded during Tata Motors new product 
announcements are given in Table 5A to Table 5D. 

October 12, 2010: Aria 

Tata Motors registered substantial, positive and statistically 

significant returns of 5.17 % (T Stat 2.91) and 5.91% (T Stat 
3.32) during the (-5, +5) and (-10, +10) event window 
respectively when the launch of Tata Aria was announced. 
The returns were positive and substantial in all other event 
windows during this launch; however they were not 
statistically significant. 
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October 17, 2012: Tata Safari Storm

The shareholders of Tata Motors did not earn statistically 

significant CAR during any of the event windows when the 
launch of Tata Safari was announced. 

August 12, 2014: Zest

The launch announcement of Tata Zest led to the generation 
of positive, substantial and statistically significant CAR 

across all event windows. The CAR surged from 4.24% (T 
Stat 2.76) on Day 0 to 10.57% (T Stat 6.89) during the (-10, 
+10) event window.

January 22, 2015: Bolt

Except the CAR of statistically insignificant CAR of 2.36% 

(T Stat 1.47) on Day 0, Tata Motors registered substantial 
and statistically significant CAR across all event windows 
during the Tata Bolt launch announcement.  
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Combined CAR

The combined CAR is reported in Table 6. The findings 
reveal that MSIL shareholders did not earn abnormal returns 
at the time of new product announcements. However 
shareholders of M&M as well as Tata Motors benefitted on 
announcement dates. The positive, substantial and 
statistically significant CAR reported by these 2 
manufacturers propelled the overall CAR of all 19 

announcements to 1.05% (T Stat 2.92). M&M shareholders 
also benefitted during the (-1, +1) event window as the 
company recorded CAR of 1.99% (T Stat 2.10). All the 19 
new product announcements generated a positive CAR of 
1.71% (T Stat 2.13) in the (-2, +2) event window. In the 
larger event window of (-10, +10), the CAR overall CAR is 
positive and substantial but is not statistically significant. 

Conclusion

The present study found that new product announcements 
made in the automobile industry in India generated positive 
and substantial CAR of 1.05% (T Stat 2.92) on the 
announcement date. The CAR is also significant at 1.71% (T 
Stat 2.13) in the (-2, +2) event window. Chaney, Devinney, 
& Winer (1991) had reported a CAR of 0.75% over a 3-day 
period (-1, +1) event window. Mishra & Bhabra (2001) had 
found average abnormal returns of 0.44% on the Day 0. This 
study thus corroborates the findings of earlier research and 
establishes that shareholder wealth is created on new 
product announcements in the Indian automobile industry. 

For MSIL, the positive gains earned during the Ertiga’s 
launch announcement were negated when Celerio and Ciaz 
were launched. Interestingly, the shareholders were not 
rewarded when MSIL launched Alto 800, a new brand 
derived from two immensely popular models of the same 
company; Maruti 800 and Maruti Alto. The positive 
sentiment was also witnessed during the launch of S Cross. 
However, the market reaction again turned negative when 
Vitara Brezza was launched in 2016. Overall, MSIL did not 
earn statistically significant CAR in any of the event 
windows. On the other hand, M&M shareholders have 
gained substantially on Day 0 as well as during the (-1, +1) 
event window. Tata Motors shareholders too benefitted on 
Day 0 as the company generated CAR of 2.23% (T Stat 
2.43). 
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Endnotes:
1 In the automobile industry, the words ‘make’ and ‘model’ 
are generally used to represent the manufacturer and the 

brand respectively. For instance, if Maruti Ertiga is being 
referred to, the make (manufacturer) is Maruti and the model 
is Ertiga. For the purpose of this study, the word new product 
is used to represent the model that the manufacturer has 
launched.  
2 Hyundai, Honda and Toyota are other leading automobile 
manufacturers in India and collectively account for close to 
27% market share. Since these companies are not listed on 
the Indian bourses, they have been excluded from this study. 


