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The Effects of Share Repurchases on Cumulative
Abnormal Returns of Listed Companies on
the Stock Exchange of Thailand and
the Market for Alternative Investment

ABSTRACT

The announcement of the second revision of Public Limited Company
Act that was imposed on July 4, 2001 allowed listed companies in the Stock
Exchange of Thailand (SET) and the Market for Alternative Investment (MAI)
to repurchase their own shares. One of the main objectives of treasury shares
is to maintain stock price stability when current stock prices are lower than
expected stock prices based on fundamental analysis. This research aims to
study market reaction on share prices by investigating abnormal returns and
cumulative abnormal returns on share repurchase announcement dates, during
share repurchase periods and during the reduction of share capital periods. In
addition, the comparative study of related financial ratios before and after
share repurchase announcement is also examined.

The findings indicate that increases in abnormal stock returns are
significantly correlated with repurchase announcements but not with actual
repurchases. The market responses the most favorably to share repurchases
that are performed by small firms and large proportion of outstanding shares.
Besides, the financial ratio that represents market prospect which is measured
by dividend per share is significantly improved in the post announcement
period. Finally, the results showed that the firm which does not resell its
treasury shares within three years, stock price decreases before the reduction
of issued and outstanding share capital.
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Cumulative Abnormal Return (CAR) (%)
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