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The objectives of this independent study were to evaluate the risk of bankruptcy for the
listed companies in the Stock Exchange of Thailand, using the score test model and to study the
relationship between the bankruptcy risk and the systematic risk (beta), and the relationship
between the bankruptcy risk and the risk index on debt to equity ratio.

This study processed data from the financial ratios, which were calculated from financial
statements of 229 companies listed in the Stock Exchange of Thailand in seven industries. Data
were from year 2001-2004. Emerging Market Score Model (EM Score) was used to assess the
bankruptcy risk on each industry. Then, the score was analyzed a relationship with beta and with
debt to equity ratio.

The study found that the average bankruptcy risk scores during 2001-2004 were between
7.52 and 10.10. The results suggested that these companies were financially stable and had low
bankruptcy risk due to the high portion of financial commitment. Results show that 188-217
companies, which represented 82.10 to 94.76 percent, were not classified as high bankruptcy risk
group. Overall, the service industry had the highest bankruptcy risk score, or the lowest chance of
bankruptey.

Results show inverse relationship between bankruptcy risk and beta. The relationship
between bankruptcy risk and debt to equity ratio was also negative. These findings indicated that

the EM-Scores can be used us a risk proxy.





