
Reverse-Stock Split VS. Stock-Split 
 

● A reverse stock split: 

○  Is when a company wants to reduce the number of outstanding shares so 
it divides it’s shares by a number they choose. If they divide it by 10, it 
would be a 1 for 10 split.  

○ Increases the price per share 

○ If a company has 200 million shares outstanding and the shares are 

trading at 20 cents each, a 1-for-10 reverse split would reduce the number 

of shares to 200 million / 10 = 20 million, while the shares should trade at 

about 20 cents x 10 = $2. 

● A stock split: 

○  Is when a company divides up it total shares to make its stock more 

affordable. By increasing the number of outstanding shares the liquidity of 

the stock increases. 

○  It is important to note that while a stock split adds shares it does not 

increase the value of the company, because each share is now worth less.  

○ When a company splits its stock like in a 2 for 1 split each share a 

shareholder has is now doubled.  

○  A company may choose to split the stock by any number they want. 

○ A split is usually undertaken when the stock price is quite high and 

the barrier to entry is high as well. 

○ The higher number of shares outstanding can result in greater 

liquidity for the stock and will make it easier for buyers and sellers to 

trade the stock. 

○ A stock split will usually increase the value of the company in the 

short term because a previously expensive stock becomes less 

expensive and many investors buy in.  
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