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Abstract

As the use of ESOP in Thailand tends to increaséiramusly, to know the
consequences and effects of ESOP on the spondormg important. In this study,
the consequences of the ESOP adoptions are inatestign two prospects, market
reaction and financial performance. Moreover, hbzaracteristics, size and discount,
of ESOP and types of business of sponsoring firffectathe consequences of the
adoptions are also examined. The overall resultsthef study show that the
shareholders, on average, perceive the informathmut introductions of ESOP as
negative and the market reacts most optimistidallhe small size out-of-the-money
warrant ESOP. Also, there is no difference in marksponses among sponsoring
firms within different types of business after tl@nouncements of ESOP.
Additionally, in overall, the results show that theils no statistically significant
change in financial performance of sponsoring carngsafound after the ESOP
adoptions, apart from ROA that falls statisticalgnificantly. However, the impacts
on ROA and ROE of the companies issuing the sniedl ESOP seem statistically
significantly better than those issuing the lange £SOP.



1. Introduction

In recent years, many firms have shifted towardstgdpased compensation
(EBC) for their employees. In US, during the 19982 period, EBC has increased
considerably in both new economy and old econommysf{Bebchuk and Grinstein,
2005) The widely-accepted economic reason of this esirey popularity is that the
EBC can potentially align the interests of the shatders and the managers and thus
mitigate the agency problem inherent in large puldorporations(Jensen and
Meckling, 1976) Moreover, for both management and non-manageneset of
employees, this type of compensation provides aentive for those employees to
increase their efforts and improve their decisionthe areas over which they control,

resulting in higher productivity and better corgerperformance.

There are many studies that observe the effectthisftype of employee
benefit in various prospects. The effect of suclhnpldoptions on corporate
performance(Pugh et al, 2000) productivity and profitability (Bloom, 1985)
common share priceAdamson, 1993) for instances. However, those researches
have produced mixed results; vary upon the typesqaity issued, characteristic of
stock market in each country, sample collection smdn(Conte and Tannenbaum,
1978; Livingston and Henry, 1980; Rosen and Quarreyl987; Kumbhakar and
Dunbar, 1993)

Such conflicting effects may occur due to the thett such a plan awards a
fraction of ownership in the firm to its employeehich gives employees not only
residual claims but also voting rights. The formeay boost employee’s morale and
productivity, whereas the latter tends to entrematumbent managers. In other
words, enhanced employee morale should improve ocatp performance, but
management entrenchment harms shareholder wW@altk and Song, 1995)

In Thailand, even not widespread as in US, the afs&BC continuously
increases. Such compensation is granted to empoyedorms of stocks and/or
warrants. According to the SEC regulation, thosenmensations are defined as
Employee Stock Option Program (ESOP). Severaldismpanies in Thailand use
ESOP both to reward employees and to provide in@nto encourage them to work



for the growth of the company. During the 2001-2@@&5iod, there are 106 ESOP
issuances by 75 listed companies in Thailand, wbigr 70% of total series are taken
in the last three years as graphically shown befagures 1 shows cumulative ESOP
issuances in the SET during 2001 — 2005, sepabgtégpes of the issues.

Figure 1: Cumulative ESOP issuances in the SET durg 2001 — 2005 separated
by types of the issues
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Source: Thailand Securities and Exchange Commission (SEC)

In Thailand, ESOP is permitted and regulated bySBE. Special regulations
for these schemes are needed because directorspvdpmse the scheme for
shareholders’ approval are the ones who directlgebie from the programs at
shareholders’ cost of dilution. In this connectithe Board of the SEC issued a
regulation in 1995 to put up the granting of stagkions and, at the same time,

protect the rights of existing shareholders.

Initially, the Board of the SEC was of the secomw i.e. to have a minimum
requirement of information disclosed in the noticeall shareholders’ meeting and to
limit the size of ESOP to five percent of paid-igpital. Besides, the employee stock
options must not dilute the stock price by morentfaur percent. To exceed the limit,
the issuing company must prove to the shareholaledsthe Office of the SEC how
the scheme is crucial for the survival of the conmypar how it is directly benefit the

business and the Office can still exercise itsrdisan.

Later in 2001, the Board of the SEC relaxed thairegqent limiting the size
of ESOP by reducing the above discretion of thec@fand allowing shareholders to



make their own business decisions. At the same, tmeehanisms to empower the
exercise of shareholders’ rights were strengthersgecially for the schemes with
concentrated allocation among few directors or ¢htbet are offered below market
price and cause outright dilutions to shareholdé&sch mechanism includes
requirements for additional information disclosuradditional approval by an

independent compensation committee, and the egablil0 percent shareholders to
veto the program. The above measures are aimedoatofing companies to use
ESOP in such a way that truly benefit the compaaresshareholders.

As the use of ESOP in Thailand tends to increaséiramusly, to know the
consequences and effects of ESOP on the spongwnngs important. The study can
help management in making decision regarding engglayompensation strategy. If
the results show that ESOP tends to entrench inenmimanagers and enhance

employee incentives, it may be one choice in reimgrdmployees, for instance.

However, currently, studies about ESOP in Thailar& not widespread. The
results of the study of ESOP in Thailand ®yaroensakworakul (2006)show non-
existence of statistically significant abnormaluret of sponsoring companies’ stock
around event date. Furthermore, in such study, tadp@ESOP is said to be no
statistically significant meaning to translate irtgh performance. Also, he found
that ESOP in Thailand might not be an ultimate todhandle the conflict of interest.
Moreover,Asawarachan (2001) who studied on whether ESOP can reduce agency
problem, reported that ESOP in Thailand had ndssitally significant impact in
term of reducing agency problem but instead lesbé¢he shareholders’ benefits by

shortening dividend payments.

This study extends existing studies by examining bbaracteristics of ESOP,
size and discount, affect the consequences of thaptians. Also, this study
investigates whether ESOP issuances have differgraicts to the sponsoring firms in

different types of business.

The consequences of ESOP adoptions in this papexasined in two
directions, which are; 1) Wealth effects of ESORdyporting the reaction of common

stock prices to announcements of ESOP. 2) Corpdirsacial performance effects



by comparing the financial performance of the sarpenpany before and after
applying ESOP using acceptable accounting meastiqgsrformance. Results in this
study will be of interest to potential firms thatigit use ESOP as employee

compensation in the future. The objectives of ¢higly are as follows;

e To investigate the reaction of common stock pritsannouncements of
ESOP measured by companies’ stock returns.

e To examine the effect of ESOP adoptions on corpdiatincial performance
by considering accounting measures, Net Profit Ma(®PM), Return on
Assets (ROA), Return on Equity (ROE), and TotaléisBurnover (TATO) as
well as the overall performance based on Tolh().

e To explore how market and firm performance respaa$eSOP with different
characteristics.

e To investigate whether the ESOP issuances afféeteintly to the sponsoring

firms in different type of business.

The sample of the empirical test of this study cevisted companies in the
Stock Exchange of Thailand (SET) adopting ESOPnduttie first trading date of the
year 2001 to the last trading date of June 2006rdler to make the post-adoptions
performance available for testing. Moreover, theOPSissued at the same time or
immediately after IPO is eliminated due to the wm@bility of historical data as the

estimate window starts on day t -200 and ends datht -21.

The evidences from this study indicates that tharediolders, on average,
perceive the information about introductions of ES@s negative and the market
reacts most optimistically to the small size outled-money warrant ESOP. Also,
there is no difference in market responses amoongssping firms within different
types of business after the announcements of E@@&itionally, in overall, the
results show that there is no statistically sigaifit change in financial performance

of sponsoring companies found after the ESOP aolagti



Also, it is important to note that this study isbgct to many limitations as

follows;

e The adequacy of data during the investigating perven increasing, the
adoptions of ESOP in Thailand have not been widegprthus, this study
faces a limitation of sample size employed, whigghthcause the less reliable
results when compares to other studies in othentcdes such as in US.

e The computation of company financial ratios. Thisdyg removes an industry
effect from performance measures by subtracting pamy financial
performance ratios by sector’'s figures. Nevertlgle®me industries in the
SET comprise companies, broadly different in tloeire business. Therefore,
the sector-adjusted ratios might offer unclearltssu

e Other factors affecting market reaction and cor@ofaancial performance
other than an ESOP announcement. Due to the fattthis study mainly
concentrates on the consequences of ESOP adofiterefore, other factors
affecting market reaction and corporate financefgrmance are not covered.

This might also cause imprecise results.

After beginning with a brief description of ESORgtsecond topic shows a
summary of prior researches on ESOP, market rematid firm performance. Next, a
theoretical framework is provided in the third twpirhis discussion provides the
foundation for several hypotheses that are thaeddsased on data and methodology
described in the forth topic. The paper concludeshe last, with a discussion of the

findings, limitations of this research, and imptioas for stakeholders.
2. Literature Review
In the past, there are many studies on consequenh&SOP adoption. Those

studies can mainly be separated into two aspdwdests of market reaction and also

financial performance of firms after adopting ESOP.



2.1 Market Reaction

During the past two decades, many papers have ardntine market reaction
to the announcement of ESOP. The results of prewstudies mainly found a positive
link between announcements of ESOP and sharehalagaith. Chang (1990)
reported that stock price reactions of firms adaptin ESOP as an employee benefit
plan were positive, except when the ESOP was adopte a takeover defense.
Dhillon and Ramirez (1994)found that an adoption of an ESOP was, in general,
associated with positive wealth. Also, the studyfohte et al. (1996shown that the
return was higher, on average, for companies thansored an ESOP than for those
that did not.

Likewise, studies byTehranian and Waegelein (1985)Brickley et al.
(1985) andDeFusco et al. (1990also documented positive abnormal stock returns
following the adoption of bonus or stock optionndaln Finland,k&heimo et al.
(2000)documented a modest positive stock price reatctidmms’ initial adoption of
stock option compensatiomMMuhtaseb (1997)reported that the favorable market
reactions were found among good credit rating firBesides, Taylor (1981)
concluded that ESOP implementation would enharnce ¥ialue due to increases in
firm information flow, increases in self and peeomitoring on the part of employees,

and establishment of reciprocal agency between@mapt and managers.

However, in ThailandCharoensakworakul (2006)found non-existence of
statistically significant abnormal return of sponsg companies’ stock around event

date, which is resulted by investor’s expectatiorite context of such plan.

Generally, the possible explanations of ESOP ireging a positive impact
on the stock price are that ESOP mitigates thelgnolof conflict of interest between
employees and shareholders by aligning their isterand also provides the employer

a low cost source of financing.

Accordingly, even the study o€haroensakworakul (2006)found non-
existence of statistically significant abnormaluret of sponsoring companies’ stock

around event date, in this study, by examining ply between different



characteristics of ESOP and also types of busirdgsthe sponsoring firms, |
hypothesize that an adoption of ESOP could alscergé® abnormal return to

investors.

2.2 Financial Performance

Arguments have been put on both sides of the emaplayvnership and firm
performance debate. On the one hand, employee shipemight constrain firm
performance as noted bylasi et al. (1996)that individual employees have an
incentive to shirk in a stock ownership compensasoheme as it is a group-based
reward systemlensen and Meckling (1979assert that employee ownership distorts
the firm’s production function due to an over engikaon labor and delayed
compensation reduces employee motivation. Alsa) finvestment and growth may
be limited by employee-owner concern regarding tgquaintenancéBradley et al.,
1990)

On the other handConte and Svejnar (1990b)document six potential
linkages between employee ownership and improveoh fperformance. First,
employee ownership may provide incentives for iaseel employee effort by
blending group performance and individual compearsat Second, employee
ownership may diffuse labor-management tensionsalgning the interests of
employees and employers. Third, employee-owned eaomp achieve a higher
guality of work force as they attract employees vah® drawn toward a performance
dependent compensation system. Fourth, vestingeguses may reduce turnover,
which will increase returns from training investrteerfifth, employee ownership may
reduce the need for costly hierarchical monitoriwjch is replaced by greater and
cheaper horizontal monitoring. Finally, since maragand employees goals are more
integrated under employee ownership, both partiag Ioe more willing to share their

respective asymmetric organizational information.

The study byDunbar and Kumbhakar (1992) together with that b¥ruse
(1992 and 1993)found no efficiency gains or losses for ESOP aelgptin other
word, they found that adoption effects of ESOP @enerally statistically



insignificant. While, in a subsequent studgumbhakar and Dunbar (1993),
statistically significant post-adoption productwitgrowth was found amount
companies that had just adopted ESOP. AfSonte and Tannenbaum (1978)
reported that ESOP firms had higher profit-sald®satheir industry counterparts,
which can be confirmed by the study Bioom (1985),who found that productivity
and profitability measures for ESOP firms were minpher than for non-ESOP
firms. Moreover,Rosen and Quarrey (1987compared 45 ESOP firms in terms of
employee and sales growth with five non-ESOP firgech in the same industries,
over a ten-year period of time. They found that PSt®dms had higher growth rates
than non-ESOP firmsRosen (1989) and Cohen and Quarrey (198Gkported

similar results.

Although the results of previous studies are mixea@ny of them seem to
indicate some improvements in corporate performaAceordingly, | hypothesize
that an adoption of ESOP in Thailand should aldecafpositively to corporate
financial performance. Also, even though the stafiharoensakworakul (2006)
found no statistically significant meaning of ES@Bopting to translate into high
performance, examining separately between diffecdatracteristics of ESOP and

also types of business of the sponsoring firms bpgbvide different results.

3. Theoretical Framework

3.1 Market Efficiency Theory

Market efficiency means that the market price @t@k shows the market's
consensus estimate of the value of that stockdfrarket is efficient, it inherits all
information available to a stock in its prifRoss, Westerfield & Jaffe, 1999)For
the event study, | assume that the market respondsediately to all available
information. According to the theory, there areethforms of market efficiency as

follow.*

! For afurther review on the three types of efficiency, see Fama (1970).



» Weak-form efficiency. No investor can make excess return by developing
trading rules on historical price or return infotioa;

e Semi-strong-form efficiency. No investor can earn excess returns from
trading rules based on any publicly available infation; and

» Srong-form efficiency. No investor can earn excess returns using any

information whether publicly available or not.

Therefore, in an efficient market, investors whaide to hold a stock are
doing so because the current available informdé@ads them to think that the stock is
worth at least as much as its current market valllese who do not purchase the
stock, in contrast, believe that their informatimadicates a lower appraisal of the

current stock value.

An efficient financial market exists when stockges reflect all available
public information about the economy, financial keds, and the specific company
involved (Copeland and Weston, 1992)The implication is that market prices of
individual stocks adjust very quickly to new infaation. As a result, stock prices are
said to fluctuate randomly about their intrinsidues? New information can affect a
change in the intrinsic value of a stock, but sgbsat security price movement will
follow what is known as a “random walRThe random walk assumption means that
no one can use past stock prices to predict fyitice in such a way as to profit on it
on average. Moreover, close attention to news sekeavill not be beneficial because
before an investor is able to take action, adjustmérave already been made
according to market efficiency.

In this study, | assume market efficiency for tmalgsis. Market efficiency is
of great importance for the analysis because it edhately signals investors’
perception on news, which is what the event stadyased on. In other words, if the

2 Intrinsic value is the value of an asset that, in the mind of a particular investor, is justified by the
facts (Weston and Brigham, 1978).

3 A random walk means that no difference exists between the distribution of returns conditional on a

given information structure and the unconditional distribution of returns. For a formal presentation
of this condition, see Eugene F. Fama (1970).
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market is efficient, the study will show the shavieler reactions of the introduction of

ESOP in companies.

3.2 Agency Theory (Jensen and Meckling, 1976)

The relationship of ESOP to corporate performaraele examined in terms
of agency theory. The goals of managers and shiaesisoare not always aligned.
Agency theory suggests this misalignment createsnied for costly monitoring
through compensation contragt®ensen and Meckling, 1976; Fama and Jensen,
1983) defined as agency cost. These costs are incinyeshareholdersthe true
owners of the firm, who rely on managers of the company (agents) doage the
company in a way that will maximize returns. Aseault, a separation of ownership
and control exists. The degree to which manageesthsir abilities to maximize
shareholder’s wealth is dependent on the percemfggquity ownership the manager
has in the firmJensen and Meckling, 1976; Walking and Long, 198£&isenhardt,
1989) The theory further contends that managers, by @ds agents for owners,
may pursue strategies and goals to meet their owareist rather than that of the

owners.

The theory argues that under conditions of incoteplaformation and
uncertainty, which characterize most businessrggttitwo agency problems arise:
adverse selection and moral hazard. Adverse sefewithe condition under which
the principal cannot ascertain if the agent acelyatepresents his ability to do the
work for which he is being paid. Moral hazard i® tbondition under which the
principal cannot be sure if the agent has put foréiximal effort(Eisenhardt, 1989)
For examples, given concerns about job securityanager might tend to make less
risky investment decisions than what an owner wonéke. As a result, the overall
performance of the company may be less than ammaptlevel. Therefore, if
managerial ownership promotes entrenchment, ressurcan potentially be

inefficiently used and shareholder wealth may syffama and Jensen, 1983)

Agency theory explains how to best organize refetingps in which one party
(the principal) determines the work, which anotlparty (the agent) undertakes

(Eisenhardt, 1985) To align the goals of the two parties, compepsationtracts

11



should be designed to motivate the executive toenddcisions that will not only
increase his or her wealth, but will also increabareholder wealth. Steps taken to
increase shareholder wealth should be reflectedmiproved firm performance.
Compensation contracts should include both shati@mg-term incentives. Including
both components in the contracts helps ensure doesidns of the executive are
linked to various time horizons. Short-term compusemotivate the executive to
make decisions that have an immediate affect offirtime Long-term components are
necessary to lengthen the decision horizon of leewive and enhance the likelihood
of continued improvement in firm value. The longateincentives in these contracts

can be based on improved shareholder wealth asas@thproved firm performance.

By definition, ESOP increases the percentage o$ider owners’ in a
company (Pugh et al., 2000) However, there are two prospects of this scheme.
Firstly, if the new owners truly have decision-mrakiauthority, then, according to
agency theory, efforts will be made to increasea@der wealth, and also corporate
performance should increase. Secondly, if the epgglawners are with little or no
decision-making authority, management may gain neorgrol (Pugh et al., 2000)
That is, the employees, who are hired and evalubtednanagement, will align
themselves with management due to their concermmst g security. Accordingly, in
this case, ESOP would then facilitate managemettemrhment and, therefore,

possibly lower corporate performangehang and Mayers, 1992)

Theoretically, ESOP mitigates the problem of canflof interest between
employees and shareholders by aligning their isterand also provides the employer
a low cost source of financing. Thus, ESOP adopsioould affect positively to the
firm stock price, determined by positive abnormaturns associated with such

announcements.

This argument leads to the following null hypotlsesi

NULL HYPOTHESIS 1: There are no abnormal returns associated with
the announcements of ESOP in Thailand.

4 Inside ownership is generally measured in terms of stockholdings of both officers and directors
(Lloyd et al., 1986; Kim et al., 1988). The typical use of this term does not include employee-owners
who do not have considerable decision-making authority.

12



Also, in the view of ESOP as an incentive to emp&ythe implementation of
ESOP should increase firm’s productivity and thenporate financial performance

increases, determined by better accounting meaafttexsadopting ESOP.

This argument leads to the following null hypotlsesi

NULL HYPOTHESIS 2.  The adoptions of ESOP in Thailand do not affect
the corporate financial performance of the

sponsoring firms.

Moreover, due to the different characteristics ddCEP adopted, their
consequences may not be the same, both in termsaket reaction and financial

performance.

This argument leads to the following null hypotlsesi

NULL HYPOTHESIS 3: There are no differences between the
consequences of the adoptions of ESOP with
different characteristics, both in terms of market

reaction and financial performance.

In addition, as the sponsoring companies are fierdifit types of business, the
impacts of the ESOP adoptions may be unlike.

This argument leads to the following null hypotlsesi

NULL HYPOTHESIS 4.  There are no differences in the consequences of
the ESOP adoptions of the sponsoring
companies in different types of business, both in
terms of market reaction and financial

performance.

13



4. Data and Methodology

4.1 Sample and Data Collection

The empirical test of this study covers the ESO&ptdns of listed companies
in the Stock Exchange of Thailand (SET) announagtihd the first trading date of
the year 2001 to the last trading date of June 20@Bder to make the post-adoption
performance available for testing. Moreover, theOPSissued at the same time or
immediately after IPO is eliminated due to the wm@bility of historical data as the
estimate window starts on day t -200 and ends déh t -21. By considering all
those, there are only 66 ESOP issuances by 43 epogdirms that match with the
sample selection criteria. A listing of those 66(FSissuances by 43 sponsoring
companies is shown in Table 1B in Appendix B. Th&dor this study are obtained
preliminary from three sources. Firstly, the compapecific financial data, such as
financial statements and also form 56-1, are from $tock Exchange of Thailand
(SET) using SETSMART. Secondly, the ESOP reports abtained from the
Securities and Exchange Commission, Thailand (SE&tly, Datastream is used to

collecting time series of stock prices.

4.2 Abnormal Return Measurement

In this research, event study methodologyraima, Fisher, Jensen and Roll
(1969)is employed to measure the extent of the stoaejsriabnormal effect caused

by the announcement of ESOP.

Assuming the market participators are rational,ithpacts and effects of an
event will reflect soon on the assets price chan§esthe effects of an event can be
measured by observing assets price changes iatvedy short term. In this paper,
the abnormal return of the stocks during a peribtinoe before and after an event
takes place is calculated, and test the markettedfiethe event according to whether
the abnormal return is statistically significantrmt. To assess the abnormal return,
the cumulative abnormal return is absorbed; théy gdonormal return is defined as
the difference of the actual return minus the est&d return, while the estimated

return is calculated by some price-fixing patte3n.the cumulative abnormal return is

14



the accumulation of all the abnormal returns odngrduring certain time before and

after the event happens, and the specific methad fsllows:

(1)

(2)

3)

(4)

(5)

Confirming the event day: The day the ESORnsounced by the SEC is
regarded as the event day.

Selecting the event window: The event windoeriqd is 41 days, which
means the event period is [-20, +20].

Choosing estimate window: The estimation perstarts on day t -200 and
ends with day t -21.

Calculating the actual return: It means theiacprice change rate of a stock
during a period of time. In this paper, the actuedlirn is the return per day.

The formula to calculate the return is;

Rj,t = ln(Pj,t / Pj,t—l) 1)
where;
Rj t = Actual return of stock j on day t
Pj t = Closing price of stock j on day t

I:)j t-1 = Closing price of stock j on day t-1
(When t is negative, it means day t before the anoement day.)

Estimated return: In this paper, the marketded is used to calculate the

estimated return of each stock during the obsempargd.

Firstly, figure the return of a certain stock a® tunction of the market

investment portfolio’s return plus an accidentaber

E(Rj,t):aj"‘ﬂjRn,t"'gj,t (2)

15



where;

E(Rj ,t) = Estimated return of stock j on day t

Rm,t = Actual return of the market on day t, represenby SET

index

Eit = Random disturbance term for stock j on day t

The coefficientsy; andp; are constants. & is calculated as follow;

Rn,t = ln(Pm,t / Pm,t—l) ©)

where;

Pm,t = Closing index on day t of SET

Pm,t—l = Closing index on day t-1 of SET

Secondly, calculate the estimated valueyofndp; according to the data of
day t -200 to day t -21 (200 days befdreannouncement day to 21 days before the

announcement day).

Lastly, calculate the estimated return accordintheodata of each trading day
within the observing period, by using the estimatatlie ofe; andf; and the

formula:

E(Rj,t):aj "’:Bj an,t (4)

(6) Calculating abnormal return: The actual retomimus the estimated return is
the AR (abnormal return).

ARj,t = Rj,t - E(Rj,t) (5)
where;

AFJ\),[ = Abnormal return of stock j on day t

16



(7)

(8)

Because the purpose of this study is to examingeimeral the effect of an
ESOP on the value of the firm’s stock, this redeamoalyses the average
effect across firms in relation to their ESOP ammmment date. In other
words, this is to determine the return for an elguakighted portfolio. The

average value of every stock’s abnormal returnamesday in the observing

period is the average abnormal return, that is;

1 n
AAR ZEJZ:;ARI (6)

where;
n = No. of ESOP issuances evaluated in day t

The calculation of cumulative abnormal ret¢@AR): CAR is calculated in
order to reflect the entire process of the eveat #ffects the stock price

around the announcement day. Its formula is;

L
CAR = ;‘AAF{ -

where;

CAR - Cumulative abnormal return for stock j for theripd beginning
with t = k and ending with t = L.

The average cumulative abnormal return reflectscthmeulative impact of the
ESOP announcement in the market. This CAR is etanfor vary intervals,
including the announcement day (t = 0), on whiclOBPSvas disclosed by the
SEC. The behavior of the cumulative average re8duaveals the

shareholders’ perception of ESOP implementatiorethscted by stock prices.

Statistical tests: To test the abnormal retand the cumulative abnormal
return whether they are statistically significamt rmt, |1 apply both a two
samplet-statistic and the nonparametric Wilcoxon Sign Ra&ekt. By using

Wilcoxon Sign Rank Test, the restriction on digitibn assumption can be

ignored, whilet-test assumes the sample follows normal distriloutio
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4.3 Operating Performance Measurement

In this paper, operating performance is measure@dmpunting figures. A

number of financial ratios are examined to capttagous aspects of performance.

Those can be mainly separated into two groups, twhre profitability ratios and

productivity ratios. Profitability ratios consist Net Profit Margin (NPM), Return on

Assets (ROA) and Return on Equity (ROE). Produttivatio used in this paper is

Total Asset Turnover (TATO). Moreover, this studisca measures the overall

performance of the company using Tobi@$Q), generally used in literatures.

4.3.1 Profitability Ratios

1)

2)

3)

Net Profit Margin (NPM) is the percentage of sasiount left after
subtracting the cost of goods sold and all expenBeis ratio measures the

company’s ability to control all expenses, caloedbas follows:
Net Profit Margin Ratio = Net Profit after Tax / N&ales

Return on Assets (ROA) measures the profit earettive to the level of
investment and also measures how efficiently pgafie being generated from
the assets employed in the company. A low ratiecatds an inefficient use of
business assets. The Return on Assets Ratio slatdd as follows:

Return on Assets = Net Profit before Tax / Averaigtal Assets

Return on Equity (ROE) indicates how well the irteesfunds are used. If this
measure is not sustained at an acceptable lewekdimpany’s standing as a
potential investment and its capacity as a borrowdlr be affected. The

Return on Equity Ratio is calculated as follows:

Return on Equity = Net Profit before Tax AvailabbeCommon Shareholders/
Average Common Equity
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4.3.2 Productivity Ratio

Total Asset Turnover (TATO) measures the firm’sicéincy in managing

assets to generate revenue, calculated as follow.

Total Asset Turnover = Total Revenues / AveragalTAssets

4.3.3 Overall Performance

In order to avoid the possibility of financial satent manipulations,
especially in income statements, this study usdsni®Q (Q) as a proxy of firm’s
performance as well as showing its value enhancenidre simple Tobin'Q as

suggested bypgrawal et al. (1996)is estimated as follow.

Tobin’s Q = Total Market Value of Firm / Total Asset Value

A low Q (between 0 and 1) means that the cost to replagesfassets is
greater than the value of its stock. Thisimpliebatt the stock is
undervalued. Conversely, a hidgQ (greater than 1) implies that a firm's stock is
more expensive than the replacement cost of ietgsshich implies that the stock is
overvalued. This measure of stock valuation is dheing factor behind investment
decisions in Tobin's model. Using Tobirny also helps handle the arguments that
accounting rate of return conveys little informatiabout economic rates of return
(e.g., Fisher et al, 1983; Benston, 1985).

Note, however, that Tobin’® used in this paper is a simple version. The
original version of Tobin’®) proposed by James TokjBrainard and Tobin, 1968;
Tobin, 1969)is as follow.

Tobin’s Q = Total Market Value of Firm / Replacement Cost

It is usually possible to get an accurate estinfatethe market value of a
firm's assets by summing the values of the seearithat a firm has issued.
Nevertheless, it is much more difficult to obtam estimate of the replacement costs

of its assets, unless markets for used equipmest. ébherefore, to avoid such a
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problem, this paper employs a simple version, witeeetotal book value of assets of
firm is used as a rough proxy for estimating thelaeement cost of a firm’s assets.
However, as accounting conventions value some sasgehistorical cost, with no
adjustments for subsequent cost increases, andedlaf@ assets according to
accounting conventions rather than true econompresgation, inflation can cause
book values to understate the replacement costsséta (think of real estate);
technological progress can cause the reverse (bfirdomputers). Therefore, it is
important to note that there can be some differefeusing the simple version of

Tobin’s Q, when compares to using the original one.

In measuring each firm’s pre- and post-ESOP perémice, in this paper, the
quarter that ESOP is announced is defined as quarie® examine the effects an
adoption on corporate performance, the NPM, ROAERTATO andQ for each firm
in quarter t-1 are compared to the average ratgquarter t+1 to quarter t+6. To avoid
effects from industry trends on the performance suess, the ratios used for

comparison are subtracted by SET-defined-sectmstat

Then the comparison is conducted using both a tmoptet-statistic and the

nonparametric Wilcoxon Sign Rank Test.

4.4 Characteristics of ESOP

In this study, size and discount of ESOP issuedisee to classify the

characteristics of ESOP.

4.4.1 Sze of ESOP

In this paper, the size of ESOP is defined asallo

Size of ESOP = No.of stocks for ESOP / Total nooutktanding stocks

To investigate whether the different sizes of ES(@Bcts in different ways to

the consequences of the adoptions, | categorizesitee of ESOP issued into two

groups, ESOP with size less than mean (Size < Maad)ESOP with size greater
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than mean (Size > Mean). Then, the consequenceesiesl separately by different
categories, both in terms of abnormal return aretatpg performance, using those
methodologies described earlier. The grouping émhecategory is shown in Table 2B
in Appendix B.

4.4.2 Discount of ESOP

To examine the effects of ESOP discount, | consiady warrant ESOP as for
stock ESOP, it is generally issued at discountemtise; employee had better buy
such stock in the market. Therefore, there is wentive associated with whether the
strike price is less than or greater than the ntgokiee for stock ESOP. It is not

appropriate to include them in the study, accorging

By the word “Discount of ESOP” in this study, itdassified into two groups,
defined by whether the strike price (K) of warr&8OP is less than or greater than
the closing price of the underlying stock (S) odaly before the ESOP announcement
(day t — 1), denoted by K < S and K > S, respelgtivdote that the closing price of
the underlying stock on day t — 1 is used as kElelithat the closing price on day t has
already included the effect of the ESOP announcémiBme grouping for each
category is shown in Table 3B in Appendix B.

4.5 Business Type Classification

As this paper also examines how types of busindssh® sponsoring
companies affect the consequences of the ESOP iadgpthe way to classify the
types of business has to be determined. Howevethdyefinition of the SET, the
ESOP sponsoring companies are in varied industhiesa result, investigating the
consequences separately by each industry may teadhdlear results due to the
limitation of sample size. Therefore, to avoid swilproblem, | classify the ESOP
firms into only two sectors, services sector aral sector. A listing of companies in
each sector is shown in Table 4B in Appendix B.
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5. Results and Analysis of the Event Study

This section shows the results of the event studlyadso the analysis. | begin
the section by first showing the general informatad the ESOP issuances. Next, the
outcomes of the total sample are provided, and ithéine following section, | divide

the total sample into sub samples to narrow thaltsedown in more detail.

5.1 General information

Table 1A in Appendix A provides some informationtbé ESOP issuances
separated by types of ESOP issued, years of isssiaaad also industries that the
ESOP sponsoring companies are classified, accotditfge SET, during the studying
period.According to the table, there are only 5 stock ES€3Bed, including the one
that issued both stock and warrant ESOP, whiclnlis ©.58% of total 66 issuances.

The unpopularity of stock ESOP may possibly be &xreld by the fact that
issuing stock ESOP immediately increases the nurmobehe outstanding shares
available in the market, the dilution effect aclyalccurs at that time, accordingly.
Conversely, for warrant ESOP, the dilution effedt veally occur at once the warrant
is exercised. Therefore, market may react more thvedy to the stock ESOP
adoptions. Another reason that can explain thedst@em of the use of stock ESOP is
the timing of tax responsibilities of employees en8SOP. That is, according to the
Revenue Code, the tax responsibilities for empleyeleo receive stock ESOP occurs
immediately at the time they receive. Taxable ineos calculated based on the
difference between the price that employees papdiochasing stocks and the market
price on the stock ESOP issuance date. However,wirant ESOP, the tax
responsibilities of employees will occur when thesarants are exercised. Also, the
taxable income is calculated based on the differdietween the strike price and the

market price on the exercise date.

Moreover, the stock ESOP seems to generate loweniive for employees to
improve either the company’s stock returns or fomanperformance as it is only
short-term compensation. The employees who redbzestock ESOP can sell those

stocks immediately without any performance improgam Conversely, since the
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value of warrants increase as the underlying ssopkice increases and also will end
up with zero value if the company’s operation failsading to the drop in the
underlying stock’s price to be less than the eserprice of those warrants, therefore;
by applying the warrant ESOP, the sponsoring comgan create higher motivation
to its employees to improve their performance ideorto make the company’s stock

price increase as they will gain from this situatio

Separated by industries, according to the clasgifin by the SET, most of
ESOP issued during the studying period are in Telcigy industry, the industry with

the largest average market value of firms issuiS@F.

5.2 Abnormal returns

Figure 2 shows the graphs of the results for théreesrsample of ESOP
announancement. As mentioned previously, the elents the zero on the x-axis.

In null hypothesis 1, | hypothesize that there ae abnormal returns
associated with the announcements of ESOP in Tithil&he results show that not
only no abnormal returns, but the market also eeatttistically significantly
negatively to the ESOP announcements. The CAR dbypg%, with statistical
significance, within 20 days after the adoptforiBhe inconsistent outcomes were
found compared with many previous literatures, Wwhigainly found a positive link
between announcements of ESOP and shareholderhyw€hlang (1990) Dhillon
and Ramirez (1994) Conte et al. (1996) Tehranian and Waegelein (1985)
Brickley et al. (1985) DeFusco et al. (1990Q)lkaheimo et al. (2000) Muhtaseb
(1997) Taylor (1981).

Also, the results are inconsistent even with thevimus study in Thailand by
Charoensakworakul (2006) who found, even not statistically significant,eth

existence of abnormal return of sponsoring comgasieck around event day. This

® The descriptive statistics and the industrial proportion of the samples are shown, respectively, in
Table 2A and also Figure 1A in Appendix A

® Table 3A and Table 4A in Appendix A report, respectively, event study results on average abnormal
returns (AAR) and cumulative abnormal returns (CAR) for the entire sample of ESOP
announancement.
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may be due to the different period of sample ctiec In Charoensakworakul
(2006) the samples covered the period of 1996-2004udncy 1997 that financial
crisis took place. The crisis may impact to therabteristics of samples.

Moreover, according to the results in this studgrtain days before the
announcement reveal slightly positive signals, sarage. This phenomenon may
occur because some information about the ESOP acement has leaked out to the
investors, who are trading on insider informatidhese investors (insiders) believe
that ESOP adoptions will increase value for theed@ders and therefore start taking

long positions of the company’s stocks.

However, the time period after the event day shawsontinuous trend of
statistically significant negative abnormal returirs other words, investors receive
the new information negatively and start takingrsipositions. Clearly, this indicates
that the shareholder, on an average, perceivemfibienation about introductions of
ESOP as negative.

Figure 2: Average and cumulative abnormal returns ér all samples

This figure shows average abnormal returns and tatimel abnormal returns by event day of all
samples in both short-term (t-20 to t+20) and leerga (t-20 to t+1 year) horizons. Estimated
returns are estimated based on Market model. Paskbws the average abnormal returns and the
cumulative abnormal returns during t—20 to t+20rskerm horizon, while Panel B shows the
abnormal returns and the cumulative abnormal retduming t—20 to t+1 year, long-term horizon.

Panel A : Average and cumulative abnormal returnarfall samples duringt— 20 to t + 20
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Panel B : Average and cumulative abnormal returnarfall samples duringt—20tot + 1 year

o 002 0.05
2

& g ool M { 0.00
g 2 o01 ; . l i ; -0.05
S

g = 0.00 - - -0.10
8 % -0.01 - I L -0.15
(O

g £-0.01 - - -0.20
[

z -0.02 -0.25

10 41 72 103 134 165 196 227
——AAR ——CAR

To gain a greater insight on the impact of ESOPpados on shareholder
wealth, the results are also reported for the otheisions of the samples. In the
following parts, | am trying to find out which fawt(s) might explain the outcome of

the event study, in term of market reaction.

As | hypothesize in null hypothesis 3 and 4 thatréhare no differences
between the consequences of the adoptions of ESthRIferent characteristics and
also for the sponsoring companies in different $yjpé business, this paper then
reports the results of the abnormal returns aft8OE adoptions separately by
characteristics, size and discount, of ESOP, amst &pes of business of the

sponsoring companies.

Despite of the fact that the sizes of the sub sasnate relatively small, | find
it is interesting to show the results for the subugs as they will shed some light on
the overall question of ESOP.

5.2.1 Abnormal returns by size of ESOP
The first factor examined is the size of ESOP idsuie order to compare

the different groups, ESOP with size less and greaian meah AAR and CAR

during the event period for each group and alsodifference between them are

" Note that the results are also the same when the median is used, instead of mean, as the criteria to
categorize the size of ESOP into two groups.
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calculated and tested for the statistical signifacg According to the results, the
market reacts statistically significantly more nigey to the large size ESOP,
when compares to the small ones. See Figure 3.cBniprobably be explained by
the impact of the larger dilution effect. As the@Sissuances increase number of
shares available in the market, the bigger the ES@#F the more the impact of the
dilution effect since the substance value and fwaiff firms have to be divided
among more shares. Also, in this situation, thetag shareholders might believe
that the ESOP issued is too large, which may perlcapse their authority in the
companies decrease too much. Therefore, investaxt negatively to the ESOP

issuances.

Figure 3: Average and cumulative abnormal returns ly size of ESOP

This figure shows average abnormal returns and &iime abnormal returns separated by size of
ESOP during the event period (t-20 to t+20). Esdareturns are estimated based on Market
model. Panel A and Panel B show, respectivelyatleage abnormal returns and the cumulative
abnormal returns of ESOP with different sizes.

Panel A : Average abnormal returns separated byesiluring the event period
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® Theresultsare reported in Table 5A in Appendix A.
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Panel B : Cumulative abnormal returns separated $ige during the event period
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5.2.2 Abnormal returns by discount of ESOP

The second factor investigated in this study isdiseount of ESOP issued.
For the discount factor, the samples are classifiesdtwo groups, K < S and K > S,
where K and S denote, respectively, the strikeeppicESOP warrant and the closing
price of the underlying stock on day t-1. Again,arder to compare the different
groups, AAR and CAR during the event period forregmup and also the difference
between them are calculated and tested for thistitat significancé By examined
separately, | found that, as shown in Figure 4,niaeket responds positively to the
ESOP adoptions with K > S, while reacts negatitelyhose with K < S. Also, the
difference of the consequences, in term of markattion, between these two groups

is statistically significant.

Moreover, in order to test whether the positiveabral return of the ESOP
adoptions with K > S is statistically significant mot, I, again, test for the statistical
significance of CAR of ESOP with K > S during theeat period. The results show
non-existence of the statistically significant pesi abnormal return after the

adoption?®

Intuitively, the fact that the market reacts statadly significantly
optimistically to the ESOP adoptions with K > S,amhcompares to those with K > S
can be explained by that, as noted earlier, theevalf warrants increase as the

° Theresults are reported in Table 6A in Appendix A.
0 Theresultsare reported in Table 7A in Appendix A.
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underlying stock’s price increases and warrantsheile zero value if the underlying
stock’s price is less than the exercise price. &loee, in order to create an incentive
to dramatically increase the value of the firm, $p@nsoring companies should grant
the warrant ESOP that have the exercise price ggreain the underlying stock’s
price as of the ESOP issuing date. By doing thigse¢ warrants will have zero value
on that date (out-of-the-money warrant ESOP). Aasalt, the sponsoring companies
can then create a motivation to its employees fwawe their performance in order to
make the company’s stock price increase until highan the exercise price, where
they can profitably exercise their warrants. Acaogty, for the ESOP with K > S, the
results show an improvement on the sponsoring cagpatock price after ESOP
adoption, which can remove the impact of the diluteffect, occurred from ESOP
issuing. Also, it is important to note that they shbe very deep out-of-the-money
warrant ESOP to ensure the employees only profégnaimeir stock outperforms the

market.

Conversely, issuing the warrant ESOP with the agerprice less than the
underlying stock’s price on the ESOP issuing datarss not to generate any incentive
to its employees as those warrants already hawesabn that date (in-the-money
warrant ESOP). Then, employees don’t have to pye#fiorts in order to get benefits.
This can be viewed as a free gift. Thus, thereoisnmprovement on the sponsoring

company’s stock price, regarding the ESOP annouentsnfound in this case.
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Figure 4: Average and cumulative abnormal returns ly discount of ESOP

This figure shows average abnormal returns and @&iwe abnormal returns separated by

discount of ESOP during the event period (t-20+&0). Estimated returns are estimated based on
Market model. Panel A and Panel B show, respegtivbke average abnormal returns and the
cumulative abnormal returns of ESOP with differesiiegories of discount.
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5.2.3 Abnormal returns by type of business of the sponsoring company

The last factor | explore is whether companies wittifferent types of
business respond in the same way to the announteh&$OP, in term of market
reaction. To study this, | classify the ESOP spangocompanies into two sectors,
services sector and real sector. Yet again, inramle€ompare the different groups,
AAR and CAR during the event period for each gram also the difference
between them are calculated and tested for théstgtat significance. Figure 5
indicates that the ESOP adopted in the servicerseseems to generate better

outcomes than those in the real sector. Howevesetllifferences are not statistically
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significant™. In other word, it can possibly be concluded thatrrarket reacts to both

sectors in the same negative direction.

Figure 5: Average and cumulative abnormal returns ly type of business

This figure shows average abnormal returns and faiiwe abnormal returns during the event
period (t-20 to t+20) separated by type of busirieasthe ESOP firms are in. Estimated returns
are estimated based on Market model. Panel A amel A& show, respectively, the average
abnormal returns and the cumulative abnormal retush ESOP issued by the sponsoring
companies in different types of business, sengeesor and real sector.

Panel A : Average abnormal returns during the eveargriod separated by type of business
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Panel B : Cumulative abnormal returns during the et period separated by type of business
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1 See the results of statistical testing in Table 8A in Appendix A.
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In the following part of the section, | will givehé conclusion and some

possible explanations to the outcome of this stirdigrm of market reaction.

In summary, the overall results of the study illast that the shareholders, on
average, perceive the information about introdunstiof ESOP as negative. Although
the results show positive market reaction on theofthe-money warrant ESOP, it is

not statistically significant. The underlying reasdor the results may be as follows.

Dilution effect

When companies issue ESOP, the number of stocksaises. This leads to
dilution. Dilution means that the substance valné profits are to be divided among
more sharegKarlsson, 1999) Moreover, by considering the warrant ESOP, the
potential dilution effect is created not just by tarrant ESOP issued in the current
period but also by the cumulative warrants outstanat the firm. The exercise of
warrants will increase the number of shares at sfutuge date, but expectations of
that happening will affect the value per share yod&hile some of these warrants
may be out-of-the-money, there is still a prob&piihat they will be exercised in the
future since warrants, same as options, have tiahgev Therefore, investors react
negatively to the ESOP issuances.

Implication in measuring performance

One possible explanation for the negative abnormetlirn after ESOP
adoption is that the shareholders may also beltba¢ the ESOP do not always
guarantee the performance improvement of the spimgsérms. This is due to the
fact that, generally, the ESOP holders have littfeience on several factors such as
inflation, exchange rates, political policies, @dhd economical ups and downs. Those
are all external factors and uncontrollalfhigbe, Madura & Tucker (1996) have
shown that approximately 50 percent of the variana company’s stock movement
depends on industrial factors in combination withnts in the stock market and

micro-economic assumptions.

31



Possihility of dividend decreasing

By this, the shareholders may think that the exeestwith ESOP will be
stimulated to keep dividend payments low sinceddind payments lower the stock
market price and also the warrant valuambert, Lanen & Larcker (1989) studied
the relationship between the introduction of exeest option programs and the
changes of the dividend policy on the US market fmohd statistically significant
reductions in dividend payments after the introaucbf stock option programs. This
indicates that the ESOP can affect the dividendtigsl of the sponsoring companies.
Moreover, this explanation is also consistent i study byAsawarachan (2001)
who reported that ESOP in Thailand not only hadtatistically significant impact in
term of reducing agency problem but also lessehedshareholders’ benefits by

shortening dividend payments after the adoptions.

Unsatisfactory expectations

One reason for the negative reaction from the s$ioiders could be the fact
that some investors had expected a different emeplastock-option program. To
decide if the suggested ESOP are regarded as vegtte market must value the
news according to previous expectations. For imstamhe investors might have
expected a totally different program for the compamand therefore, were
disappointed by the one introduced. This does rednrthat the introduction of the
ESOP was regarded as unsatisfactory by the inwebtar probably not as good as
they expected, which in turn brings the stock pucavn. This is some kind like
commitment implications. It can be understood kat the investors are familiar with
the company'’s plans to introduce an ESOP but afadteminute the company decides
to rearrange and not fully proceed with the presiplans, which will probably cause
confusion among the investors. Therefore, if inmesthave a positive attitude to
ESOP and also believe that they enhance sharehekeldth, companies that fail to

meet the expectations will likely have negativeeet on their stock prices.
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Negative aspect of investors on ESOP adoptions

In response to the past corporate governance dailwf Enrof¥ and
Worldcom®, where employee stock options are used as a tmolaécounting
manipulation, investors may perceive the ESOP aoloptnegatively and may be
reluctant to invest in the stock of those ESOP spong firms. Therefore, this may

cause the downward market response.

Conclusively, | identify that the market reacts magtimistically to the small
size out-of-the-money warrant ESOP. Also, theneaglifference in the responses of
sponsoring companies within different types of hass to the announcement of
ESOP, in term of market reaction. However, basethgrstudy, | really cannot notify
the causes of these outcomes exactly as the iga#aty period is too short and also

the sample size is too small.

5.3 Operating performance

The comparison of performance before and after ES@ptions for the full
sample of ESOP firms is shown in Tablfé. The differences between pre- and post-
ESOP adoption operating performances are testettid¢agtatistical significance using

both a two sample t-statistic and the nonparam@tiicoxon Sign Rank Test.

In null hypothesis 2, | hypothesize that the adwogiof ESOP in Thailand do
not affect the corporate financial performance led sponsoring firms. The results
shown in Table 1 indicate that, in overall, theseno statistically significant change
found, except for ROA that falls statistically sigrantly, implying that the uses of
business assets of the sponsoring companies aseelfisient after the ESOP
adoptions. The results found are inconsistent thitise ofKkumbhakar and Dunbar
(1993) Conte and Svejnar (1990h) Conte and Tannenbaum (1978)Bloom

12 See more detail about Enron case at http://archives.cnn.com/2002/US/01/12/enron.ganda.focus/ and
http://en.wikipedia.org/wiki/Enron.

13 See more detail about Worldcom case at
http: //mww2.resbank.co.za/inter net/Publication.nsf/L ADV/9CC88CA6D414106142256D24004D1B7
D/$File/Annexure D2.pdf and http://en.wikipedia.org/wiki/Worldcom

Y See summary statistics for the entire sample in term of financial performance in Table 9A in
Appendix A
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(1985) Rosen and Quarrey (1987)and Rosen (1989) and Cohen and Quarrey
(1986) who reported the positive relationship betweesn BSOP adoptions and the

firm’s performance.

However, the outcomes are still consistent withséhofBlasi et al. (1996)
Jensen and Meckling (1979)Bradley et al. (1990) Kruse (1992 and 1993)xand
alsoDunbar and Kumbhakar (1992), who reported that the ESOP adoptions do not
improve the firm’s performance but may instead oedu

Table 1: Performance of ESOP firms before and afteESOP adoptions

This table reports the effect of ESOP on the firpgsformance, measured by key financial ratios
described earlier, NPM, ROA, ROE, TATO aQdAll key financial ratios of a quarter prior toeth
ESOP adoption (t-1) are used for comparison ag#iesaverage post-adopted figures for quarter
t+1 to quarter t+6. Note that, in order to avoidimapact of industry trend, the ratios used for
comparison are the sector-adjusted ratios. Thaitligey financial ratios of the ESOP companies
are deducted by the average sector figures, deliggble SET. Also, the differences of operating
performance between pre- and post- ESOP adoptienseated for the statistical significance
using both a two sample t-statistic and the nonpatac Wilcoxon Sign Rank Test as noted
before.

Ratios Before After Difference t-statistics Wilcoxon Sign
ESOP Adoption ESOP Adoption Rank Test (2)

NPM 1.35% 0.54% -0.80% -0.8548 1.0604

ROA -0.04% -0.05% -0.01% -1.8329 1.2585

ROE -0.02% -0.12% -0.10% -1.4316 0.8560

TATO -0.41% -0.46% -0.05% -1.5695 0.1086

Q 0.33 0.23 -0.10 -1.4033 0.4599

Notes:*, **, ***denotes statistical significance at tl%, 5% and 1% levels respectively.

Again, to gain a greater insight on the impact &CP adoptions on the
financial performance, the results are also repofte the other divisions of the
samples as the previous part. In the following 9drtam trying to find out which
factor (s) might explain the outcome of the evenidg, in term of, financial

performance.

As | hypothesize in null hypothesis 3 and 4 thatreéhare no differences
between the consequences of the adoptions of ESthRIiferent characteristics and
also for the sponsoring companies in different sypebusiness, this part then reports
the results of the financial performance before aftdr ESOP adoptions separately
by characteristics, size and discount, of ESOP, @sd types of business of the

sponsoring companies.
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5.3.1 Operating performance by size of ESOP

Same as the previous part, the first factor exathisethe size of ESOP
issued. In order to compare the different grouBOE with size less and greater
than meatr, all key financial ratios for each group are cidted for both pre- and
post-ESOP adoptions. Also, the difference betweaen gnd post-ESOP adoptions
together with the difference between each groupavhples are calculated and
tested for the statistical significance.

According to the result§ even examined separately by size of ESOP, no
statistically significant changes or differencesfimancial performance found for
NPM, TATO andQ. However, for ROA and ROE, the drop in ROA and RGE
the large size ESOP is statistically significant bat for the small ones and the

impacts on ROA and ROE of two groups are statibyisggnificantly different.
5.3.2 Operating performance by discount of ESOP

The second factor investigated in this study isdiseount of ESOP issued.
For the discount factor, the samples are classifiedtwo groups, K < S and K >
S, where K and S denote, respectively, the strikeepf ESOP warrant and the
closing price of the underlying stock on day t-Igaf, in order to compare the
different groups, all key financial ratios for eagtoup are calculated for both pre-
and post-ESOP adoptions. Also, the difference betwpre- and post-ESOP
adoptions together with the difference between egobup of samples are
calculated and tested for the statistical signifcea The result$ indicate no
statistically significant changes in the finangmrformance before and after the
ESOP adoptions for both groups. Also, there is tatissically significant
difference of the ESOP adoption consequences betthese two groups.

> Note that the results are also the same when the median is used, instead of mean, as the criteria to
categorize the size of ESOP into two groups.

16 See Table 10A in Appendix A.
17 See Table 11A in Appendix A.
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5.3.3 Operating performance by type of business of the sponsoring company

The last factor | explore is whether companies witthifferent types of
business respond in the same way to the annountesheBSOP, in term of
financial performance. To study this, | classife tBSOP sponsoring companies
into two sectors, services sector and real se¥tragain, in order to compare the
different groups, all key financial ratios for eagtoup are calculated for both pre-
and post-ESOP adoptions. Also, the difference betwpre- and post-ESOP
adoptions together with the difference between egobup of samples are
calculated and tested for the statistical signifa® According to the resulfs
there are no statistically significant changesha tinancial performance before
and after the ESOP adoptions for all financialastiexcept for the statistically
significant drops in ROA, ROE and TATO of the spanirsg companies in real
sector. Moreover, the results show no statisticallynificant difference of the

ESOP adoption consequences between these two groups

In the following part of the section, | will give@nclusion and some possible

explanations to the outcome of this study, in tefrfinancial performance.

In summary, the overall results of the study dertrates that the ESOP
adoptions do not improve the performance of theaspong firms, but instead seem

to lessen. The underlying reasons for the resudtg Ioe as follows.
Nature of ESOP holders

Even by definition, ESOP increases the percentddgsmsder owners’ in a
company(Pugh et al., 2000)there are two prospects of this scheme. Firgtlhe
new owners truly have decision-making authoritgnthaccording to agency theory,
corporate performance should increase. Secondiyeifemployee owners are with
little or no decision-making authority, managemeraty gain more contrdPugh et
al., 2000) That is, the employees, who are hired and ewvaduby management, will

align themselves with management due to their amsceabout job security.

18 See Table 12A in Appendix A.
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Accordingly, in this case, ESOP would then fadiétenanagement entrenchment and,

therefore, possibly lower corporate performaf€eang and Mayers, 1992)

Hence, the statistically insignificant changes iANN ROE, TATO and and
also the statistically significant drop in ROA aftae ESOP adoption found in this
study may possibly be due to the fact that the ESQ@&ers for the sample firms have
little or no decision-making authority, there is nmprovement in corporate
performance, accordingly, as suggeste€Chgng and Mayers (1992)

ESOP as a group-based reward system

As suggested bBlasi et al. (1996) employee ownership might constrain firm
performance since individual employee has an imeernb shirk in a stock ownership
compensation scheme as it is a group-based rewstehs. This is an employee free-
rider problem in group compensation schemes. Toerethe financial performance
after the ESOP adoption presents no improvement.

ESOP as delayed compensation

Jensen and Meckling (1979)assert that employee ownership distorts the
firm’s production function due to an over emphasia labor and delayed
compensation reduces employee motivation. Alsa) fimvestment and growth may
be limited by employee-owner concern regarding tyquaintenancéBradley et al.,
1990) By adopting the warrant ESOP, even can helpmrraetaluable employees, it
takes time from the grant date to the date thaivdigants “vest”. As a result, there is

no development in the companies’ financial perfarogaafter the ESOP adoptions.

Moreover, as ESOP is a non-cash form of compemsatm apply ESOP
instead of cash compensation may possibly inditegdack of cash of the sponsoring
firms. This may be perceived that those comparaesiltafford to pay costly salaries

to its employees, resulting to the non-improvedgrarance.
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Again, it has to be noted that, based on my studgnnot accurately tell the
causes of these outcomes due mainly to the limitaton the investigating period,

which is too short and also on the sample size eyepl, which is too small.

In sum, the results of this study can be summargzeidllow.

Market reaction Firm performance

Overall The shareholders, on average, No statistically significant change found
perceive the information about after the ESOP adoption, apart from ROA
introductions of ESOP as negative.that falls statistically significantly.

Size The market reacts statistically No statistically significant differences in
significantly more negatively to the firm performance found for NPM, TATO
large size ESOP. andQ. However, the impacts on ROA and

ROE of the companies issuing the small size
ESOP seem statistically significantly better
than those issuing the large size ESOP.

Discount The market responds positively to No any statistically significant differences in
the ESOP adoptions with K>S  firm performance found between these two
(out-of-the-money warrant ESOP), groups.
while reacts negatively to those
with K < S (in-the-money warrant
ESOP).

Type of business The market reacts to the ESOP  No any statistically significant differences in
adoptions of both sectors, servicesfirm performance found between these two
sector and real sector, in the same groups.
negative direction.

6. Conclusion

This study investigates the consequences of the PE&@Qoptions in two
prospects, market reaction and financial perforreamt addition, | extend existing
studies by also examining how characteristics dDESsize and discount, affect the
consequences of the adoptions and investigatingtheheESOP issuances have

different impacts to the sponsoring firms in diéfet types of business.

For the market reaction prospects, the overallltesdi the study show that the
shareholders, on average, perceive the informattmut introductions of ESOP as
negative, leading to the statistically significarggative abnormal return after the
adoptions. Moreover, by examining separately betwedferent characteristics of
ESOP and also types of business of the sponsarimg,fl identify that the market
reacts most optimistically to the small size outled-money warrant ESOP. Also,
there is no difference in the responses of spomg@d®mpanies within different types

of business to the announcement of ESOP, in termaoket reaction.
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For the financial performance prospects, in overthkre is no statistically
significant change found after the ESOP adoptigmartafrom ROA that falls
statistically significantly, implying that the uses$ business assets of the sponsoring
companies are less efficient after the adoptioriso,Aby examining the financial
performance separately between different charatiesiof ESOP and also types of
business of the sponsoring firms, | found no diatly significant difference among
them; except for the impacts on ROA and ROE ofdbmpanies issuing the small
size ESOP that seem statistically significantlytdrethan those issuing the large size
ESOP.

Importantly, it has to be emphasized that theseltseare subject to a number
of significant limitations. First, even increasirthe adoptions of ESOP in Thailand
have not been widespread, thus, this study fatiestation of sample size employed,
which might cause the less reliable results whanpaoes to other studies in other
countries such as in US. Second, as this study vesnan industry effect from
performance measures by subtracting company finhrmerformance ratios by
sector’s figures. Nevertheless, some industrieénSET comprises of companies,
broadly different in their core business. Therefdhe sector-adjusted ratios might
offer unclear results. Third, due to the fact ttie$¢ study mainly concentrates on the
consequences of ESOP adoptions, therefore, otbtargaaffecting market reaction
and corporate financial performance are not coverag might also cause imprecise

results.

These results have implications for firms consigrissuing ESOP as its
consequences in various directions have been igaéstl here, which may help
managements make decision regarding employee caaf@m strategy. Also, as
ESOP has become increasingly prevalent, it hasnheenore and more important for
managers and investors to properly analyze thenretder, from the study, the
negative consequences after the ESOP adoption eflagtrthe unique characteristic
of Thai firms. Hence, these results may also assgilators in developing policies in
order to protect both investors and sponsoring @mgs, regarding the ESOP

issuances.
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Note, however, that this study does not providamswer about whether Thai
firms have agency cost or how serious agency pnoblare in Thailand. These are

the interesting topics to investigate further.

7. Suggestion for further research

As noted earlier, since this study does not proadeanswer about whether
Thai firms have agency cost or how serious agemolems are in Thailand, these

are the interesting topics for further study.

Also, one interested in this subject could use gy as a base and then
collect more data. Because of the explosion iroductions of ESOP over the last
years, in the near future a much greater sampliel gmssibly be collected. Therefore,
a greater sample would increase the validity ankemthe study even more

interesting.

Another interesting suggestion for further reseascko distinguish between
the level of size and discount of ESOP issued. Mevels can be classified if the
sample size is adequate. Also, despite of sizedsswbunt, one may investigate the
impact of other characteristics of ESOP as the W&pP is structured plays an

important role for the shareholders.
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APPENDIX A : RESULTS

Table 1A: The ESOP issuances during the studying ped

This table provides some information of the ESGRIasces separated by types of ESOP issued,
stocks, warrants or both, years of issuances, &l iadustries that the ESOP sponsoring
companies are classified, according to the SETinduhe studying period; where “w” denotes
“warrant” and “s” denotes “stock”.

Industry/Sector 2001 2002 2003 2004 2005 Total
W S W S W S W S Both W S W S Both

Agro & Food Industry
- Food and Beverage - - - - - < 1 - - T
Consumer Products
- Home & Office Products e - - -1 - -
Financials
- Banking 3 - 2 - 1 - 1 - - - -7 - -
- Finance and Securities T - 2 - 3 - 2 - - - 8 - -
Industrials
- Automotive R - T - 1 - -
- Packaging - - - - - - 1 - - - -1 - -
- Petrochemicals & Chemicals T - - -1 - -
Property & Construction

- Property Development - - 2 - 2 1 3 - - 2 1 R -
Resources

- Energy & Utilities i - 1 - 1 - 3 - - - -6 - -

- Mining R | - - - -1 -
Services

- Commerce -1 - - - -2 - - 1 - 3 1 -

- Media & Publishing 2 - 1 - 1 - 1 - - 1 - 6 - -

- Transportation & Logistics - - - - - - - - 1 - - - - 1
Technology

- Electronic Components - - 2 - - - 1 - - - -3 - -

- Information & Communication - -5 - 2 - 3 - - 4 - 14 - -

Technology

Total 7 1 15 - 10 1 20 1 1 9 1 61 4 1

Figure 1A: ESOP issuances in the SET separated hydustries
This figure shows the proportion of the ESOP issearduring the studying period separated by
industries that the sponsoring firms are in, adogrib the classification by the SET.

4 N

20520 B Agro & Food Industry

B Consumer Products

O Financials

O Industrials

| Property & Construction
5% O Resources
16% H Services

O Technology

11%
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Table 2A: Summary statistics of samples

This table reports summary statistics of samplesd us this study, including mean, median,

minimum and maximum amounts of total assets, tetplity and total market value of the

sponsoring firms at the end of quarter t (the cpratihat ESOP were issued). Panel A shows
descriptive statistics for all samples, while PaBshows descriptive statistics by industries.

Panel A : Descriptive statistics for all samples

Total Assets Total Equity Total Market
(in THB million) (in THB million) Value of Firm
(in THB million)
All samples Mean 48,937 12,101 32,756
(43 firms / 66 samples) Median 12,051 3,857 7,419
Minimum 592 (51) 163
Maximum 774,385 69,336 288,870
Panel B : Descriptive statistics classified by irglties
Industry Total Assets Total Equity Total Market
(No.of firms / No.of samples) (in THB million) (in THB million) Value of Firm
(in THB million)
Agro & Food Industry Mean 12,429 10,245 19,931
ars1)
Consumer Products Mean 2,585 2,045 2,760
ars1)
Financials Mean 123,074 8,007 12,801
(8/15) Median 21,525 4,002 6,781
Minimum 1,094 618 1,386
Maximum 774,385 35,075 61,166
Industrials Mean 13,374 3,455 15,826
(3/3) Median 2,182 927 824
Minimum 1,411 854 743
Maximum 36,530 8,583 45,913
Property & Construction Mean 17,198 8,838 24,175
(6/11) Median 13,626 5,131 10,258
Minimum 2,018 453 823
Maximum 38,613 22,238 82,448
Resources Mean 39,376 21,736 57,661
517 Median 34,963 &71 9,228
Minimum 1,039 824 1,459
Maximum 82,740 52,254 194,670
Services Mean 20,840 6,382 12,247
(10/11) Median 2,339 1,494 1,438
Minimum 592 106 163
Maximum 196,781 59,172 98,573
Technology Mean 37,327 19,783 64,436
9/17) Median 11,967 6,151 11,047
Minimum 815 (51) 1,028
Maximum 121,443 69,336 288,870
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Table 3A: Average abnormal returns for all samples

This table reports event study results on averdg®ranal returns (AAR) for all samples during the
event period. The market model is used to calcullate estimated return of each stock during the
observing period with the estimation period stayiim day t -200 and ending with day t -21. The actu
return minus the estimated return during the eyamtod is the abnormal return (AR). Because the
purpose of this study is to examine in generalefiect of an ESOP on the value of the firm's stock,
this research analyses the average effect acnoms fn relation to their ESOP announcement date,
which is the average abnormal return (AAR), therage value of every stock’s abnormal return on
some day in the observing period. To test the AAkether it is statistically significant or not, |@p
both a two sample t-statistic and the nonparaméfilcoxon Sign Rank Test. By using Wilcoxon Sign
Rank Test, the restriction on distribution assumpttan be ignored, while t-test assumes the sample
follows normal distribution.

Event AAR t-statistics ~ Wilcoxon Sign| Event  AAR t-statistics ~ Wilcoxon Sign
day Rank Test (Z) | day Rank Test (2)
-20 0.0029 0.7634 0.1278 1 -0.0029 -1.0384 2.0186
-19 0.0015 0.4638 0.7219 2 0.0020 0.6298 0.2491
-18 0.0024  0.8886 0.4024 3 -0.0029 -1.4846 1.823
-17  0.0042  1.2448 2.0953 4  0.0007 0.2815 0.1916
-16 -0.0042 -1.4157 1.7503 5 -0.0035 -1.0383 1.5842
-15 0.0000 -0.0052 0.6899 6 -0.0039 -0.8250 0.3450
-14  0.0002 0.0657 0.6516 7 -0.0042 -1.7084 1.8973
-13  -0.0024 -0.7583 1.5140 8 0.0021 0.7476 0.7410
-12  -0.0012 -0.4617 0.7730 9 -0.0007 -0.3785 0.7155
-11  -0.0011 -0.5414 0.8943 10 -0.0024 -1.1539 15424
-10 0.0031 0.9888 0.5622 11 -0.0084 -2.5416 2.6574*
-9 -0.0001 -0.0262 0.0064 12 -0.0004 -0.2045 0.7410
-8 -0.0007 -0.3270 0.2811 13 -0.0029 -1.0029 0.7282
-7 0.0020 0.7865 0.7793 14 -0.0001 -0.0348 0.9965
-6 -0.0004 -0.1448 0.5430 15 -0.0026 -1.0355 0.6835
-5 0.0012 0.2625 0.6324 16 -0.0041 -1.7064 1.8909
-4 -0.0019 -0.7492 1.0860 17 -0.0022 -0.9706 1.4693
-3 -0.0007 -0.3274 0.0511 18 -0.0019 -0.9227 1.0540
-2 -0.0001 -0.0234 0.2491 19 0.0021 0.5982 0.0958
-1 0.0013 0.4722 0.0639 20 -0.0008 -0.2553 0.5558
0 -0.0093 -3.6142+ 3.4048* | 1year -0.0003 -0.0961 0.3769

Notes:*, **, ***denotes statistical significance at tH€%, 5% and 1% levels respectively.
Day 0O represents an event day (announcement day).
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Table 4A: Cumulative abnormal returns for all samples

This table reports event study results on cumwdagivnormal returns (CAR) for all samples. The
average cumulative abnormal return reflects theutative impact of the ESOP announcement in
the market. This CAR is estimated for varied indédsyincluding the announcement day (t = 0), on
which ESOP was approved and disclosed by the SBE.bEhavior of the cumulative average
residuals reveals the shareholders’ perception SOE implementation as reflected by stock
prices. Again, to test the cumulative abnormalmetuhether it is statistically significant or nét,
apply both a two sample t-statistic and the nonpatec Wilcoxon Sign Rank Test. By using
Wilcoxon Sign Rank Test, the restriction on disitibn assumption can be ignored, while t-test
assumes the sample follows normal distribution.ePanshows CAR for all samples during the
event period, while Panel B shows CAR for all sasplith varied intervals

Panel A : Cumulative abnormal returns for all samgd during the event period

Event CAR t-statistics Wilcoxon Sign| Event CAR t-statistics  Wilcoxon Sign
day Rank Test (Z) | day Rank Test (2)

-20  0.0029 0.7634 0.1278 1 -0.0060 -0.5239 1.1115
-19  0.0044 0.8864 0.2811 2 -0.0040 -0.3218 1.2265
-18  0.0068 1.2084 0.8943 3 -0.0069 -0.5571 1.4054
-17  0.0110 1.7652 1.6353 4 -0.0062 -0.4812 1.1371
-16  0.0068 1.0341 0.6516 5 -0.0097 -0.6965 1.5842
-15  0.0068 0.9168 0.5494 6 -0.0136 -0.8676 1.5906
-14  0.0070 0.8351 0.3450 7 -0.0178 -1.1516 1.9995
-13  0.0046 0.5250 0.0128 8 -0.0157 -0.9947 1.5459
-12 0.0035 0.3909 0.1597 9 -0.0164 -1.0266 1.5395
-11  0.0023 0.2577 0.3513 10 -0.0188 -1.1329 1.4756
-10  0.0054 0.6125 0.0830 11 -0.0271 -1.5910 1.8334

-9  0.0053 0.5839 0.2300 12 -0.0276 -1.6383 1.9356

-8 0.0047 0.4817 0.1980 13 -0.0305 -1.7543 1.871%

-7 0.0067 0.6911 0.2236 14 -0.0306 -1.6814 1.9100

-6 0.0063 0.6391 0.1022 15 -0.0332 -1.7310 1.9739+

-5 0.0076 0.7247 0.3066 16 -0.0373 -1.9332 2.191%

-4 0.0057 0.5401 0.1405 17 -0.0395 -1.9946 2.2869*

-3 0.0049 0.4778 0.1342 18 -0.0414  -2.1462 2.2933*

-2 0.0049 0.4582 0.1214 19 -0.0393 -1.9861 1.9484

-1 0.0062 0.5647 0.0192 20 -0.0401 -1.8815 1.9164

0 -0.0031 -0.2853 0.8432 1lyear0.1972 -2.2939 2.0250*

Notes:*, **, ***denotes statistical significance at tl%, 5% and 1% levels respectively.
Day 0 represents an event day (announcement day).

Panel B : Cumulative abnormal returns for all samgd with varied intervals

Event windows CAR t-statistics Wilcoxon Sign
Rank Test (2)
(-20, 20) -0.0401 -1.8815 1.9164
(-10, 10) -0.0211 -1.5339 1.6353
(-1, 1) -0.0109 -2.5856 2.504 %

Notes:*, **, ***denotes statistical significance at tl%, 5% and 1% levels respectively.
Day 0 represents an event day (announcement day).
CAR(t1, t2) is the cumulative abnormal returnsdach event windows.
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Table 5A: Average and cumulative abnormal returns ly size of ESOP

This table reports event study results on averdgeoranal returns (AAR) and cumulative
abnormal returns (CAR) by size of ESOP issued duttie event period. In this paper, the size of
ESOP is defined as follow:

Size of ESOP = No. of stocks appropriated for ESOFbtal no. of outstanding stocks

To investigate whether the different sizes of E&(@iEcts in different ways to the consequences of
the adoptions, | categorize the size of ESOP issutedtwo groups, ESOP with size less than
mean (Size < Mean) and ESOP with size greater tm@an (Size > Mean). Then, the
consequences are tested separately by differeegyaras using those methodologies described
earlier. Also, the differences of AAR and CAR bedwawo groups are tested for the statistical
significance using both a two sample t-statistid #re honparametric Wilcoxon Sign Rank Test.
By using Wilcoxon Sign Rank Test, the restrictiom distribution assumption can be ignored,
while t-test assumes the sample follows normatritigion. Panel A and B report AAR and CAR,
respectively.

Panel A : Average abnormal returns separated byesiluring the event period

Event day AAR AAR Difference t-statistics Wilcoxon Sign
(Size <Mean)  (Size > Mean) Rank Test (2)
-20 0.0021 0.0050 -0.0030 0.3490 0.6231
-19 -0.0007 0.0070 -0.0078 1.0962 0.2832
-18 0.0054 -0.0049 0.0103 1.7568 1.6853
-17 0.0064 -0.0013 0.0077 1.0350 0.4815
-16 -0.0042 -0.0040 -0.0002 0.0316 1.1613
-15 0.0016 -0.0041 0.0057 1.0811 1.4445
-14 -0.0007 0.0024 -0.0031 0.4808 0.1133
-13 -0.0028 -0.0014 -0.0013 0.1869 0.1841
-12 -0.0028 0.0030 -0.0059 1.0650 1.6003
-11 -0.0008 -0.0020 0.0013 0.2719 0.1558
-10 0.0042 0.0003 0.0039 0.5716 0.7223
-9 -0.0005 0.0010 -0.0015 0.3301 0.5806
-8 -0.0022 0.0031 -0.0052 1.1540 1.1896
-7 0.0034 -0.0014 0.0048 0.8491 0.8356
-6 -0.0012 0.0017 -0.0029 0.5324 0.1699
-5 0.0055 -0.0093 0.0148 1.4221 1.6003
-4 -0.0033 0.0017 -0.0050 0.8979 0.2124
-3 -0.0014 0.0008 -0.0022 0.4336 0.6231
-2 -0.0010 0.0022 -0.0032 0.5561 0.1275
-1 -0.0002 0.0052 -0.0054 0.8712 0.3824
0 -0.0072 -0.0147 0.0075 1.3236 1.3029
1 -0.0021 -0.0049 0.0028 0.4608 0.0850
2 0.0029 -0.0002 0.0031 0.4411 0.1699
3 -0.0030 -0.0026 -0.0004 0.0868 0.2549
4 -0.0016 0.0064 -0.0080 1.5072 1.3879
5 0.0009 -0.0144 0.0153 2.1641 2.4500~
6 0.0037 -0.0225 0.0261 2.6375 2.280%
7 -0.0029 -0.0073 0.0043 0.7927 1.4304
8 0.0062 -0.0082 0.0145 2.45%77 1.3312
9 0.0004 -0.0033 0.0037 0.9213 0.3824
10 -0.0023 -0.0024 0.0001 0.0216 0.2691
11 -0.0060 -0.0143 0.0084 1.1568 0.5523
12 -0.0010 0.0010 -0.0020 0.4125 0.1841
13 0.0024 -0.0161 0.0184 3.0¥¢2 2.4925¢
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Panel A : Average abnormal returns separated byesiluring the event perioftontinued)

Event day AAR AAR Difference t-statistics Wilcoxon Sign
(Size <Mean)  (Size > Mean) Rank Test (2)
14 0.0019 -0.0051 0.0070 1.0190 0.8356
15 0.0017 -0.0132 0.0150 2.8852 2.4784
16 -0.0020 -0.0092 0.0072 1.3772 0.6798
17 -0.0014 -0.0045 0.0031 0.6039 0.2832
18 -0.0013 -0.0032 0.0019 0.4115 0.0708
19 0.0021 0.0022 0.0000 0.0040 1.0055
20 0.0039 -0.0125 0.0163 2.3580 1.5153
1 year -0.0012 0.0021 -0.0033 0.5165 0.7789

Notes:*, **, ***denotes statistical significance at tl%, 5% and 1% levels respectively.
Day 0 represents an event day (announcement day).

Panel B : Cumulative abnormal returns separated sige during the event period

Event day CAR CAR Difference t-statistics Wilcoxon Sign
(Size <Mean)  (Size > Mean) Rank Test (2)
-20 0.0021 0.0050 -0.0030 0.3490 0.6231
-19 0.0013 0.0121 -0.0108 0.9786 0.3541
-18 0.0067 0.0071 -0.0005 0.0373 0.0850
-17 0.0131 0.0058 0.0073 0.5234 0.2266
-16 0.0089 0.0018 0.0070 0.4805 0.8072
-15 0.0105 -0.0023 0.0127 0.7738 1.0622
-14 0.0098 0.0001 0.0097 0.5190 1.2038
-13 0.0070 -0.0013 0.0084 0.4271 1.1330
-12 0.0042 0.0017 0.0025 0.1264 0.5523
-11 0.0034 -0.0004 0.0038 0.1875 0.6798
-10 0.0076 -0.0001 0.0077 0.3936 0.8356
-9 0.0071 0.0009 0.0062 0.3039 0.7648
-8 0.0049 0.0040 0.0009 0.0434 0.4673
-7 0.0083 0.0026 0.0058 0.2686 0.5523
-6 0.0071 0.0043 0.0029 0.1300 0.3965
-5 0.0127 -0.0050 0.0177 0.7638 1.0480
-4 0.0093 -0.0033 0.0127 0.5425 1.0622
-3 0.0080 -0.0025 0.0105 0.4566 0.7931
-2 0.0070 -0.0003 0.0073 0.3088 0.9489
-1 0.0068 0.0049 0.0019 0.0777 0.9205
0 -0.0004 -0.0098 0.0094 0.3870 1.0763
1 -0.0025 -0.0147 0.0123 0.4812 1.1330
2 0.0004 -0.0150 0.0154 0.5566 0.8356
3 -0.0026 -0.0176 0.0150 0.5460 0.8072
4 -0.0042 -0.0112 0.0070 0.2445 0.1275
5 -0.0033 -0.0257 0.0224 0.7222 0.4957
6 0.0004 -0.0481 0.0485 1.4120 1.3171
7 -0.0026 -0.0554 0.0528 1.5653 1.7419
8 0.0037 -0.0636 0.0673 1.9712 1.7844
9 0.0040 -0.0669 0.0710 2.0616 2.0116¢
10 0.0017 -0.0694 0.0711 1.9864 1.7136
11 -0.0043 -0.0837 0.0795 2.1687 2.0252+
12 -0.0053 -0.0827 0.0775 2.1403 2.0393+
13 -0.0029 -0.0988 0.0959 2.6048 2.280%
14 -0.0010 -0.1039 0.1029 2.6785 2.3934+
15 0.0007 -0.1171 0.1179 2.9421 2.6342+
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Panel B : Cumulative abnormal returns separated §ige during the event perio@ontinued)

Event day CAR CAR Difference t-statistics Wilcoxon Sign

(Size < Mean) (Size > Mean) Rank Test (2)
16 -0.0013 -0.1264 0.1251 3.1297 2.9174+
17 -0.0026 -0.1308 0.1282 3.11+98 2.9740*
18 -0.0040 -0.1340 0.1301 3.2785 2.9316*
19 -0.0018 -0.1319 0.1300 3.1861 2.6625
20 0.0020 -0.1443 0.1464 3.3450 2.8607

1 year -0.0964 -0.4465 0.3501 1.8792 1.5012

Notes:*, **, ***denotes statistical significance at tl%, 5% and 1% levels respectively.
Day 0 represents an event day (announcement day).
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Table 6A: Average and cumulative abnormal returns ly discount of ESOP

This table reports event study results on averdgm®ranal returns (AAR) and cumulative abnormal
returns (CAR) by discount of ESOP issued during élient period. As noted earlier, “Discount of
ESOP” in this study is classified into two groufs< S and K > S, while K and S denote, respectively
the strike price of ESOP warrant and the closingepof the underlying stock on day t-1. Also, the
differences of AAR and CAR between two groups asted for the statistical significance using both a
two sample t-statistic and the nonparametric Witco$ign Rank Test as noted earlier. Panel A and B
report AAR and CAR, respectively.

Panel A : Average abnormal returns separated bycdisnt during the event period

Event AAR AAR Difference t-statistics Wilcoxon Sign
day (K<S) (K>S) Rank Test (2)
-20 -0.0001 0.0075 -0.0076 0.9169 0.0527
-19 -0.0001 0.0030 -0.0031 0.4329 0.6550
-18 -0.0004 0.0136 -0.0140 2.5444 2.206%
-17 -0.0010 0.0176 -0.0186 2.6485 1.844%
-16 -0.0023 -0.0100 0.0077 1.1865 1.3779
-15 -0.0011 0.0028 -0.0039 0.7233 0.1581
-14 0.0016 -0.0001 0.0017 0.2587 0.6852
-13 0.0026 -0.0098 0.0123 1.8292 1.0466
-12 0.0017 -0.0048 0.0065 1.2054 1.3779
-11 0.0003 -0.0037 0.0040 0.8468 0.7454
-10 0.0026 -0.0021 0.0047 0.7284 0.0226
-9 0.0012 -0.0037 0.0049 1.0561 1.0767
-8 -0.0031 0.0039 -0.0070 1.5746 0.9863
-7 0.0003 0.0017 -0.0014 0.2616 0.1280
-6 -0.0030 0.0004 -0.0034 0.7580 0.8659
-5 0.0045 -0.0011 0.0057 0.5303 0.2183
-4 -0.0027 0.0011 -0.0038 0.6606 0.9562
-3 -0.0004 -0.0014 0.0010 0.1929 0.0376
-2 0.0006 -0.0004 0.0011 0.1790 0.4593
-1 -0.0010 0.0073 -0.0083 1.3048 1.0767
0 -0.0109 -0.0045 -0.0064 1.0904 1.6640
1 -0.0011 -0.0048 0.0037 0.5831 0.7002
2 0.0033 -0.0020 0.0053 0.7537 0.2183
3 -0.0005 -0.0069 0.0064 1.4946 0.9110
4 0.0015 -0.0006 0.0021 0.4287 0.5948
5 -0.0023 0.0021 -0.0044 0.7007 1.2273
6 -0.0054 0.0083 -0.0136 1.3870 1.8447
7 -0.0087 0.0021 -0.0108 2.1669 1.9802+
8 -0.0013 0.0079 -0.0091 1.4812 1.5887
9 0.0023 -0.0034 0.0058 1.5787 1.3929
10 -0.0045 0.0012 -0.0058 1.2663 1.2875
11 -0.0117 -0.0004 -0.0113 1.5625 1.7844
12 -0.0023 0.0006 -0.0029 0.6288 0.4292
13 -0.0048 0.0003 -0.0051 0.7894 1.0315
14 0.0029 -0.0031 0.0060 0.8936 0.1280
15 -0.0060 0.0043 -0.0103 1.8898 2.477k
16 -0.0025 -0.0007 -0.0019 0.4135 0.7755
17 -0.0035 0.0014 -0.0050 1.0047 0.3238
18 -0.0005 -0.0045 0.0040 0.8575 0.8357
19 0.0022 -0.0033 0.0054 0.9070 0.3539
20 -0.0008 0.0026 -0.0035 0.5086 0.5948
1 year 0.0058 -0.0134 0.0192 3.1533 2.6578

Notes: *, ** ***denotes statistical significance atehl0%, 5% and 1% levels respectively.
Day 0 represents an event day (announcement day).
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Panel B : Cumulative abnormal returns separated thgcount during the event period

Event CAR CAR Difference t-statistics Wilcoxon Sign
day (K<S) (K>9) Rank Test (2)
-20 -0.0001 0.0075 -0.0076 0.9169 0.0527
-19 -0.0002 0.0104 -0.0107 1.0194 0.5496
-18 -0.0006 0.0241 -0.0247 2.1553 2.2362+
-17 -0.0016 0.0417 -0.0432 3.4361 2.8536*
-16 -0.0038 0.0317 -0.0356 2.5320 2.4319~
-15 -0.0049 0.0346 -0.0395 2.4944 2.2814+
-14 -0.0033 0.0345 -0.0378 2.0910 1.7393
-13 -0.0008 0.0247 -0.0255 1.3367 1.0466
-12 0.0009 0.0199 -0.0190 1.0029 0.6099
-11 0.0012 0.0162 -0.0149 0.7737 0.4141
-10 0.0038 0.0140 -0.0102 0.5261 0.1732
-9 0.0050 0.0104 -0.0054 0.2623 0.0075
-8 0.0019 0.0142 -0.0124 0.5700 0.2485
-7 0.0022 0.0160 -0.0138 0.6378 0.2936
-6 -0.0008 0.0164 -0.0172 0.7833 0.4292
-5 0.0037 0.0152 -0.0116 0.4895 0.1280
-4 0.0010 0.0163 -0.0154 0.6448 0.0678
-3 0.0005 0.0149 -0.0144 0.6120 0.0075
-2 0.0011 0.0144 -0.0133 0.5493 0.0678
-1 0.0001 0.0217 -0.0216 0.8677 0.2485
0 -0.0108 0.0172 -0.0280 1.1384 0.5496
1 -0.0119 0.0124 -0.0243 0.9394 0.3689
2 -0.0085 0.0105 -0.0190 0.6696 0.0226
3 -0.0090 0.0036 -0.0125 0.4449 0.3539
4 -0.0075 0.0029 -0.0104 0.3566 0.5045
5 -0.0098 0.0050 -0.0148 0.4854 0.2485
6 -0.0152 0.0133 -0.0285 0.8576 0.1882
7 -0.0240 0.0154 -0.0393 1.1827 0.7002
8 -0.0252 0.0232 -0.0484 1.4263 1.0014
9 -0.0229 0.0198 -0.0427 1.2386 0.8056
10 -0.0274 0.0210 -0.0484 1.3463 1.1068
11 -0.0391 0.0206 -0.0597 1.6207 1.3327
12 -0.0414 0.0212 -0.0626 1.7226 1.4531
13 -0.0462 0.0215 -0.0677 1.8072 1.8296
14 -0.0434 0.0184 -0.0617 1.5774 1.5736
15 -0.0493 0.0227 -0.0720 1.7477 1.8145
16 -0.0519 0.0220 -0.0739 1.8248 2.0404+
17 -0.0554 0.0235 -0.0789 1.8893 1.950%
18 -0.0559 0.0190 -0.0749 1.8475 1.8898
19 -0.0537 0.0157 -0.0694 1.6971 1.7844
20 -0.0546 0.0183 -0.0729 1.6479 1.5134
1 year -0.3390 0.0848 -0.4238 2.2642 1.965%

Notes: *, **, ***denotes statistical significance atéhl0%, 5% and 1% levels respectively.
Day 0 represents an event day (announcement day).
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Table 7A: Cumulative abnormal returns for ESOP withK > S

This table reports event study results on cumuagiinormal returns (CAR) for ESOP with K > S.
The behavior of the cumulative average residualeaks the shareholders’ perception of ESOP
implementation as reflected by stock prices. To #es cumulative abnormal return whether it is
statistically significant or not, | apply both a dwsample t-statistic and the nonparametric
Wilcoxon Sign Rank Test. By using Wilcoxon Sign Rahest, the restriction on distribution
assumption can be ignored, while t-test assumesatmple follows normal distribution.

Event CAR  t-statistics  Wilcoxon Sign| Event CAR  t-statistics ~ Wilcoxon Sign
day (K>9) Rank Test(Z) | day (K>YS) Rank Test (2)
-20 0.0075 0.7624 0.1680 1 0.0124 0.5302 0.3920
-19 0.0104 0.9767 0.1307 2 0.0105 0.4299 0.4667
-18  0.0241  2.4809 2.4826¢ 3 0.0036 0.1454 0.8400
-17  0.0417  3.328% 2.8933 4 0.0029 0.1212 0.8027
-16  0.0317 2.1757 2.1840~ 5 0.0050 0.2053 0.9147
-15 0.0346 2.1198 1.9973+ 6 0.0133 0.5195 0.7653
-14  0.0345 1.7551 1.7733 7 0.0154 0.5931 0.7653
-13  0.0247  1.3405 0.7653 8 0.0232 0.8896 0.0560
-12  0.0199 1.0908 0.3547 9 0.0198 0.7666 0.1307
-11  0.0162 0.8659 0.2053 10 0.0210 0.8228 0.2427
-10 0.0140 0.7940 0.1307 11 0.0206 0.8010 0.0560
-9  0.0104 0.5943 0.3173 12 0.0212 0.8516 0.1680
-8 0.0142 0.7394 0.1307 13 0.0215 0.8392 0.3920
-7 0.0160 0.8105 0.1680 14 0.0184 0.7143 0.3547
-6 0.0164 0.8351 0.1307 15 0.0227 0.8788 0.4293
-5 0.0152 0.7343 0.0187 16 0.0220 0.8598 0.5787
-4 0.0163 0.7338 0.0187 17 0.0235 0.8603 0.2800
-3 0.0149 0.6719 0.0187 18 0.0190 0.7395 0.3547
-2 0.0144 0.6357 -0.0187 19 0.0157 0.6434 0.4293
-1 0.0217 0.8774 0.0933 20 0.0183 0.6986 0.2800
0 0.0172 0.7659 0.0933 lyear 0.0848 0.6850 0.3547

Notes: *, ** ***denotes statistical significance at tHi%, 5% and 1% levels respectively.
Day 0 represents an event day (announcement day).
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Table 8A: Average and cumulative abnormal returns ly type of business

This table reports event study results on averdgeoranal returns (AAR) and cumulative
abnormal returns (CAR) during the event period sstpd by type of business that the sponsoring
companies are in. However, as, by the definitiothef SET, the ESOP sponsoring companies are
in varied industries, therefore; investigating ttensequences separately by each industry may
lead to unclear results due to the limitation ofmpke size. Thus, to avoid such a problem, |
classify the ESOP sponsoring companies into ondygectors, services sector and real sector. The
grouping for each sector is shown in Appendix Dsdilthe differences of AAR and CAR between
two groups are tested for the statistical signif@@ using both a two sample t-statistic and the
nonparametric Wilcoxon Sign Rank Test as notedreef@anel A and B report AAR and CAR,
respectively.

Panel A : Average abnormal returns during the eveardriod separated by type of business

Event day AAR AAR Difference t-statistics Wilcoxon Sign
(Services Sector) (Real Sector) Rank Test (2)
-20 0.0026 0.0034 -0.0007 0.0926 0.6496
-19 0.0003 0.0034 -0.0031 0.4707 0.0591
-18 0.0067 -0.0042 0.0109 2.0259 2.1850*
-17 0.0035 0.0053 -0.0017 0.2506 1.1351
-16 -0.0037 -0.0050 0.0013 0.2185 0.0722
-15 0.0038 -0.0059 0.0097 2.0344 2.263%
-14 0.0028 -0.0038 0.0067 1.1340 0.7939
-13 0.0039 -0.0121 0.0160 2.5989 2.368%
-12 -0.0032 0.0020 -0.0051 1.0045 0.8333
-11 -0.0030 0.0018 -0.0048 1.1185 0.4527
-10 -0.0013 0.0098 -0.0112 1.7987 0.6890
-9 -0.0042 0.0063 -0.0106 2.5969 2.618%
-8 0.0012 -0.0036 0.0049 1.1542 1.5288
-7 -0.0007 0.0062 -0.0068 1.3001 1.3057
-6 -0.0022 0.0024 -0.0046 0.9140 0.0984
-5 0.0006 0.0022 -0.0016 0.1599 0.8858
-4 0.0025 -0.0086 0.0110 2.2097 1.4895
-3 -0.0013 0.0002 -0.0015 0.3246 0.3084
-2 0.0001 -0.0003 0.0004 0.0729 0.2428
-1 0.0072 -0.0077 0.0148 2.6999 2.2508*
0 -0.0098 -0.0086 -0.0011 0.2147 0.2165
1 -0.0039 -0.0013 -0.0026 0.4556 0.1509
2 0.0046 -0.0020 0.0066 1.0086 0.3609
3 -0.0046 -0.0002 -0.0044 1.1084 0.8858
4 0.0021 -0.0015 0.0036 0.7181 0.0591
5 -0.0010 -0.0074 0.0064 0.9152 1.0695
6 -0.0012 -0.0079 0.0067 0.6974 2.3%462
7 -0.0060 -0.0015 -0.0045 0.8963 1.2270
8 0.0045 -0.0017 0.0063 1.1101 0.1247
9 -0.0025 0.0021 -0.0045 1.2369 2.1588
10 -0.0020 -0.0030 0.0010 0.2296 0.5446
11 -0.0065 -0.0113 0.0048 0.7115 1.1483
12 -0.0024 0.0026 -0.0050 1.1288 0.6758
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Panel A : Average abnormal returns during the evergriod separated by type of businésstinued)

Event day AAR AAR Difference t-statistics Wilcoxon Sign
(Services Sector) (Real Sector) Rank Test (2)

13 -0.0008 -0.0062 0.0053 0.8837 0.7808

14 0.0007 -0.0014 0.0021 0.3266 0.6233

15 -0.0027 -0.0024 -0.0002 0.0426 1.3057

16 -0.0052 -0.0024 -0.0028 0.5673 0.6496

17 -0.0040 0.0005 -0.0045 0.9596 1.4370

18 -0.0020 -0.0016 -0.0004 0.0945 0.1378

19 -0.0020 0.0085 -0.0105 1.4471 1.0564

20 0.0011 -0.0037 0.0048 0.7203 1.2008

1 year -0.0008 0.0005 -0.0013 0.2268 0.4265

Notes: *, ** ***denotes statistical significance at ti#%, 5% and 1% levels respectively.
Day 0 represents an event day (announcement day).

Panel B : Cumulative abnormal returns during the emt period separated by type of business

Event day CAR CAR Difference t-statistics Wilcoxon Sign
(Services Sector)  (Real Sector) Rank Test (2)
-20 0.0026 0.0034 -0.0007 0.0926 0.6496
-19 0.0029 0.0067 -0.0039 0.3759 0.6627
-18 0.0096 0.0025 0.0071 0.6096 0.7546
-17 0.0131 0.0078 0.0053 0.4137 0.3084
-16 0.0094 0.0028 0.0067 0.4894 0.1772
-15 0.0133 -0.0031 0.0164 1.0771 0.5971
-14 0.0161 -0.0070 0.0230 1.3502 0.9645
-13 0.0200 -0.0190 0.0390 2.22%5 1.830%
-12 0.0168 -0.0170 0.0339 1.8992 1.4501
-11 0.0138 -0.0153 0.0290 1.5868 1.2926
-10 0.0124 -0.0055 0.0179 0.9938 1.0039
-9 0.0082 0.0009 0.0073 0.3893 0.4003
-8 0.0094 -0.0027 0.0122 0.6124 0.6627
-7 0.0088 0.0034 0.0054 0.2685 0.2297
-6 0.0066 0.0059 0.0007 0.0361 0.0984
-5 0.0072 0.0081 -0.0008 0.0386 0.6553
-4 0.0097 -0.0005 0.0102 0.4701 0.4265
-3 0.0084 -0.0003 0.0087 0.4070 0.3346
-2 0.0085 -0.0006 0.0091 0.4127 0.3871
-1 0.0156 -0.0083 0.0239 1.0622 1.0827
0 0.0058 -0.0169 0.0228 1.0168 1.3582
1 0.0019 -0.0182 0.0202 0.8570 1.0039
2 0.0065 -0.0202 0.0267 1.0501 1.1089
3 0.0019 -0.0204 0.0223 0.8795 0.7939
4 0.0040 -0.0219 0.0259 0.9793 0.8202
5 0.0030 -0.0293 0.0322 1.1301 0.8464
6 0.0017 -0.0372 0.0390 1.2191 0.7152
7 -0.0042 -0.0387 0.0345 1.0916 0.6365
8 0.0003 -0.0404 0.0407 1.2658 0.7677
9 -0.0021 -0.0383 0.0362 1.1103 0.6365
10 -0.0041 -0.0413 0.0372 1.0992 1.0302
11 -0.0106 -0.0526 0.0420 1.2078 1.2926
12 -0.0130 -0.0500 0.0370 1.0755 1.1614
13 -0.0138 -0.0562 0.0423 1.1925 1.2008
14 -0.0131 -0.0575 0.0444 1.1951 0.9777
15 -0.0158 -0.0600 0.0442 1.1282 1.1220
16 -0.0210 -0.0624 0.0414 1.0498 1.1220
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Panel B : Cumulative abnormal returns during theemt period separated by type of busingsstinued)

Event day CAR CAR Difference t-statistics Wilcoxon Sign
(Services Sector) (Real Sector) Rank Test (2)

17 -0.0250 -0.0619 0.0368 0.9074 0.8333

18 -0.0270 -0.0635 0.0365 0.9222 0.8989

19 -0.0290 -0.0550 0.0259 0.6380 0.5840

20 -0.0280 -0.0587 0.0307 0.7022 0.6627

1 year -0.1340 -0.2943 0.1602 0.9095 0.0197

Notes: *, ** ***denotes statistical significance at tH€%, 5% and 1% levels respectively.
Day 0 represents an event day (announcement day).
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Table 9A: Summary statistics of performance of ESORrms

This table reports summary statistics for perforoeameasures (after adjustment for
sector effect) of ESOP adopting firms includedtirs tstudy from quarter t-1 to quarter t+6. The
sample consists of 66 ESOP issuances by 43 spngsoompanies. The tables report mean,
median, minimum, maximum, standard deviation arelvsiess of key financial ratios used for
measuring the firms’ performance in this studynr performance is defined by Profitability,
Productivity, and overall performance indicatorofRRability is measured using ‘Net Profit Margin
(NPM)’, ‘Return on Asset (ROA) and ‘Return on Equ{ROE)’. Productivity is represented by
‘Total Asset Turnover (TATO)’, whilst ‘Tobin'€)’ is an indicator of overall performance. Each
Panel represents summary statistics of each kewdial ratio and quarter t denotes the quarter
that ESOP is announced.

Panel A : Net Profit Margin (NPM)

Quarter Mean Median Maximum  Minimum  Std. Dev. Skeess No.of
Observations
t-1 1.35% 0.13% 35.55% -1.47% 6.0108 5.2913 66
t 0.96% 0.10% 30.77% -10.30% 4.9784 4.2786 66
t+1 -0.53% 0.10% 25.95% -78.36% 10.3178 -6.3722 66
t+2 0.02% 0.16% 29.79% -48.14% 7.3673 -3.1731 66
t+3 0.64% 0.12% 31.34% -16.79% 4.8293 3.7021 66
t+4 1.26% 0.16% 24.81% -2.13% 4.6265 4.2451 66
t+5 0.77% 0.14% 47.86% -10.30% 6.0607 7.1775 66
t+6 1.11% 0.12% 27.96% -8.55% 5.1492 4.0464 66
Panel B : Return on Asset (ROA)
Quarter Mean Median Maximum  Minimum  Std. Dev. Skeess No.of
Observations
t-1 -0.04%  -0.04% 0.17% -0.22% 0.0673 0.2039 66
t -0.05%  -0.06% 0.20% -0.21% 0.0718 0.7690 66
t+1 -0.04%  -0.04% 0.17% -0.20% 0.0670 0.3513 66
t+2 -0.05%  -0.04% 0.12% -0.30% 0.0887 -0.6099 66
t+3 -0.05%  -0.06% 0.17% -0.23% 0.0777 0.4750 66
t+4 -0.05%  -0.06% 0.14% -0.24% 0.0658 0.3517 66
t+5 -0.05%  -0.05% 0.13% -0.19% 0.0658 0.3267 66
t+6 -0.06%  -0.05% 0.16% -0.58% 0.0971 -2.1255 66
Panel C : Return on Equity (ROE)
Quarter Mean Median Maximum  Minimum  Std. Dev. Skeess No.of
Observations
t-1 -0.02%  -0.05% 1.77% -0.93% 0.3225 2.8914 66
t -0.09%  -0.08% 0.72% -1.06% 0.2220 -0.6270 66
t+1 -0.08%  -0.07% 1.18% -2.28% 0.3483 -3.1977 66
t+2 -0.03%  -0.06% 1.47% -0.90% 0.3193 2.5668 66
t+3 -0.28%  -0.09% 0.49% -10.00% 1.2874 -6.8860 66
t+4 -0.10%  -0.10% 0.26% -0.72% 0.1495 -1.0140 66
t+5 -0.12%  -0.08% 0.22% 2.77% 0.3704 -5.8423 66
t+6 -0.09%  -0.07% 0.33% -1.31% 0.2037 -3.1842 66

58



Panel D : Total Asset Turnover (TATO)

Quarter Mean Median Maximum  Minimum  Std. Dev. Skeess No.of
Observations
t-1 -0.41%  -0.34% 0.46% -1.89% 0.4879 -0.9769 66
t -0.45%  -0.36% 1.44% -1.96% 0.5287 -0.1650 66
t+1 -0.43%  -0.39% 1.22% -1.95% 0.5362 -0.2435 66
t+2 -0.43%  -0.36% 0.63% -1.89% 0.5270 -0.8448 66
t+3 -0.47%  -0.37% 0.40% -1.96% 0.5190 -1.0163 66
t+4 -0.50%  -0.43% 1.41% -2.04% 0.5526 -0.1881 66
t+5 -0.47%  -0.40% 1.12% -1.90% 0.5225 -0.1615 66
t+6 -0.46%  -0.35% 0.73% -1.93% 0.5484 -0.8094 66
Panel E : Tobin’s Q (Q)
Quarter Mean Median Maximum  Minimum  Std. Dev. Skewss No.of
Observations

t-1 0.33 0.11 3.30 -2.20 0.8799 0.4107 66
t 0.30 0.12 2.42 -1.96 0.7819 0.2658 66
t+1 0.30 0.16 2.62 -1.90 0.7850 0.3442 66
t+2 0.24 0.08 2.05 -1.89 0.7778 0.2604 66
t+3 0.23 0.04 2.54 -2.27 0.7969 0.2322 66
t+4 0.20 0.07 2.03 -1.82 0.7362 0.2024 66
t+5 0.23 0.12 2.20 -2.32 0.7756 -0.0501 66
t+6 0.20 0.06 1.90 -1.61 0.7825 0.1816 66

Notes:Quarter t denotes the quarter that ESOP is anedunc
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Table 10A: Performance of ESOP firms separated byize of ESOP

This table reports the effect of ESOP on the firpesformance, measured by key financial ratios,
separated by size of ESOP. In this paper, theo§iESOP is defined as follow:

Size of ESOP = No. of stocks appropriated for ESOPRotal no. of outstanding stocks

To investigate whether the different sizes of E&(@iEcts in different ways to the consequences of
the adoptions, | categorize the size of ESOP issutedtwo groups, ESOP with size less than
mean (Size < Mean) and ESOP with size greater tm@an (Size > Mean). Then, the
consequences are tested separately by differeegyarats using those methodologies described
earlier. Also, the differences of operating perfante between pre- and post- ESOP adoptions are
tested for the statistical significance using battwo sample t-statistic and the nonparametric
Wilcoxon Sign Rank Test as noted before.

Ratios No. of Before After Difference t-statistics Wilcoxon Sign
Samples ESOP ESOP Rank Test (2)
Adoption  Adoption

NPM

Size < mean 47 1.13% 1.27% 0.14% 0.2810 0.5556

Size > mean 19 1.89% -1.25% -3.13% -1.0385 1.0664

Difference -0.76% 2.51% 3.27% 1.5956 0.6798

ROA

Size < mean 47 -0.03% -0.04% -0.01%  -0.7866 0.0265

Size > mean 19 -0.05% -0.08% -0.03%  -1.9406 2.0322+

Difference 0.02% 0.04% 0.02% 1.5826 1.8269

ROE

Size < mean 47 -0.08% -0.06% 0.02% 0.6053 0.5344

Size > mean 19 0.13% -0.26% -0.39%  -1.7993 2.273%

Difference -0.21% 0.20% 0.41% 2.8224 2.2943+

TATO

Size < mean 47 -0.40% -0.44% -0.04% -1.2616 0.7037

Size > mean 19 -0.44% -0.51% -0.07%  -0.9321 0.6238

Difference 0.04% 0.07% 0.03% 0.4445 0.3399

Q

Size < mean 47 0.50 0.43 -0.07 -0.7984 0.0688

Size > mean 19 -0.09 -0.26 -0.17  -1.3674 0.8652

Difference 0.58 0.69 0.11 0.6987 0.7081

Notes:*, **, ***denotes statistical significance at tH%, 5% and 1% levels respectively.
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Table 11A: Performance of ESOP firms separated byidcount of ESOP

This table reports the effect of ESOP on the firpesformance, measured by key financial ratios,
separated by discount of ESORs noted earlier, “Discount of ESOP” in this studyclassified
into two groups; K < S and K > S, while K and S afier) respectively, the strike price of ESOP
warrant and the closing price of the underlyingkton day t-1. Also, the differences of operating
performance between pre- and post- ESOP adoptienseated for the statistical significance
using both a two sample t-statistic and the nonpatac Wilcoxon Sign Rank Test as noted
before.

Ratios No. of Before After Difference t-statistics Wilcoxon Sign
Samples ESOP ESOP Rank Test (2)
Adoption  Adoption
NPM
K<S 42 0.35% 0.27% -0.07% -0.5206 1.4129
K>S 20 3.84% 1.34% -2.50% -0.8041 0.0187
Difference -3.49% -1.07% 2.43% 1.1367 0.6249
ROA
K<S 42 -0.03% -0.04% -0.01% -1.5272 0.4876
K>S 20 -0.04% -0.06% -0.02% -1.3262 1.1760
Difference 0.01% 0.02% 0.00% 0.2646 0.2936
ROE
K<S 42 -0.04% -0.07% -0.04% -1.3097 0.4251
K>S 20 -0.06% -0.18% -0.12% -0.6352 0.0560
Difference 0.02% 0.11% 0.08% 0.6289 0.4743
TATO
K<S 42 -0.38% -0.43% -0.05% -1.2500 0.4001
K>S 20 -0.44% -0.47% -0.03% -0.8540 0.0187
Difference 0.05% 0.04% -0.02% 0.2613 0.1280
Q
K<S 42 0.26 0.23 -0.03 -0.4757 0.3751
K>S 20 0.54 0.30 -0.25 -1.3117 0.4293
Difference -0.28 -0.07 0.22 1.3831 0.2183

Notes:*, **, ***denotes statistical significance at tl%, 5% and 1% levels respectively.
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Table 12A: Performance of ESOP firms separated byype of business

This table reports the effect of ESOP on the firpesformance, measured by key financial ratios,
separated by type of business that the sponsooimgpa&nies are in. As noted earlier, in this study,

| classify the ESOP sponsoring companies into raoisectors, real sector and services sector.
Also, the differences of operating performance leeiwpre- and post- ESOP adoptions are tested
for the statistical significance using both a tvamngle t-statistic and the nonparametric Wilcoxon
Sign Rank Test as noted before.

Ratios No. of Before After Difference t-statistics Wilcoxon Sign
Samples ESOP ESOP Rank Test (2)
Adoption  Adoption

NPM
Service 40 2.20% 0.89% -1.31% -0.8441 0.9207
Real 26 0.03% 0.01% -0.02% -0.3518 0.3810
Difference 2.17% 0.89% -1.29% 0.6665 0.4396
ROA
Service 40 -0.03% -0.03% -0.01% -0.8723 0.4100
Real 26 -0.05% -0.07% -0.02% -1.8867 1.3969
Difference 0.02% 0.03% 0.01% 0.8396 0.8596
ROE
Service 40 0.01% -0.12% -0.13% -1.1542 0.1143
Real 26 -0.07% -0.12% -0.05% -1.8790 1.6255
Difference 0.08% 0.00% -0.08% 0.5622 0.9777
TATO
Service 40 -0.33% -0.34% -0.01% -0.4319 1.0820
Real 26 -0.55% -0.64% -0.09% -1.7548 1.1937
Difference 0.22% 0.30% 0.08% 1.3558 1.1745
Q
Service 40 0.34 0.19 -0.15 -1.4150 0.5713
Real 26 0.32 0.30 -0.02 -0.2642 0.0000
Difference 0.01 -0.12 -0.13 0.9161 0.4659

Notes:*, **, ***denotes statistical significance at tl%, 5% and 1% levels respectively.
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APPENDIX B : DATA
Table 1B: A listing of all ESOP issuances used iis study

This table presents a listing of all 66 ESOP issaarby 43 sponsoring firms used in this studyesbbly symbols. The symbols of the sponsoring fitmgether
with the industries and sectors that those firmsimand the approval date of each issue are atsadpd. Note that the symbols and industries/secbown in this
table are those identified by the SET. The apprda& is the announcement day (t = 0), on whichEE®&@s approved and disclosed by the SEC. The sammler
the ESOP adoptions of listed companies in the Sibaihange of Thailand (SET) announced during ttst fiading date of the year 2001 to the last trqdiate of
June 2005 in order to make the post-adoption padoce available for testing. Moreover, the ESOReidsat the same time or immediately after IPOiisipated
due to the unavailability of historical data as ¢éiséimate window starts on day t -200 and ends adtht -21.

No. Name Symbol Industry/Sector Approval Date
Warrant ESOP
1 ADVANCED INFO SERVICE PUBLIC COMPANY LIMITED ADVANC Technology / ICT* 27-Mar-02
27-May-03
31-May-04
31-May-05
2 ASIAPLUS SECURITIES PUBLIC COMPANY LIMITED ASP ifancials / Finance and Securities 24-Jul-03
18-Dec-04
3 THE AROMATICS (THAILAND) PUBLIC COMPANY LIMITED ATC Industrials / Petrochemicals & Chemicals 2-Bdb-
4 BANPU PUBLIC COMPANY LIMITED BANPU Resources / Energy & Utilities 22-Nov-01
5 THE BANGCHAK PETROLEUM PUBLIC COMPANY LIMITED B® Resources / Energy & Utilities 6-Aug-04
6 CH. KARNCHANG PUBLIC COMPANY LIMITED CK Propert® Construction / Property Development 29-Mar-04
7 CS LOXINFO PUBLIC COMPANY LIMITED CsSL TechnologylCT* 27-May-05
8 CHAI WATANA TANNERY GROUP PUBLIC COMPANY LIMITED CWT Industrials / Automotive 28-Jan-05
9 EASTERN WATER RESOURCES DEVELOPMENT AND MANAGEMHENPLC. EASTW Resources / Energy & Utilities 10-Aug-04
10 HANA MICROELECTRONICS PUBLIC COMPANY LIMITED HAIA Technology / Electronic Components 8-Oct-02
27-Oct-04
11 HOME PRODUCT CENTER PUBLIC COMPANY LIMITED HMPR®  Services / Commerce 31-Aug-04
12 INTERNET THAILAND PUBLIC COMPANY LIMITED INET Technology / ICT* 1-Apr-04
13 ITV PUBLIC COMPANY LIMITED ITV Services / Media & Publishing 31-May-05
14 JASMINE INTERNATIONAL PUBLIC COMPANY LIMITED Js Technology / ICT* 26-Mar-02
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Table 1B: A listing of all ESOP issuances used itis study (continued)

No. Name Symbol Industry/Sector Approval Date
Warrant ESOP (continued)
15 KASIKORNBANK PUBLIC COMPANY LIMITED KBANK Finartials / Banking 29-Nov-01
2-Dec-02
16 KIATNAKIN BANK PUBLIC COMPANY LIMITED KK Financials / Banking 13-Mar-01
17 KRISDAMAHANAKORN PUBLIC COMPANY LIMITED KMC Property & Construction / Property Development 13-Mby-
18 LAND AND HOUSES PUBLIC COMPANY LIMITED LH Propty & Construction / Property Development 7-Feb-02
7-Mar-03
3-Mar-04
7-Apr-05
19 MAJOR CINEPLEX GROUP PUBLIC COMPANY LIMITED MAOR Services / Media & Publishing 27-May-03
20 MATCHING STUDIO PUBLIC COMPANY LIMITED MATCH Sevices / Media & Publishing 3-Feb-04
21 MINOR CORPORATION PUBLIC COMPANY LIMITED MINOR  Services / Commerce 27-Jul-04
29-Jun-05
22 MODERNFORM GROUP PUBLIC COMPANY LIMITED MODERN Consumer Products / Home & Office Products 30-N4v-0
23 MAGNECOMP PRECISION TECHNOLOGY PUBLIC COMPANY MITED MPT Technology / Electronic Components 24\NMG2
24 NEP REALTY AND INDUSTRY PUBLIC COMPANY LIMITED NEP Industrials / Packaging 20-Apr-04
25 PTT EXPLORATION AND PRODUCTION PUBLIC COMPANY THEP Resources / Energy & Utilities 30-Jul-02
2-Jul-03
2-Jul-04
26 QUALITY HOUSES PUBLIC COMPANY LIMITED QH Propgr & Construction / Property Development 18-Jun-02
11-Sep-03
10-Sep-04
27 SAMART CORPORATION PUBLIC COMPANY LIMITED SAMAR  Technology / ICT* 28-Jun-02
18-Jul-03
9-Sep-04
28 SHIN SATELLITE PUBLIC COMPANY LIMITED SATTEL  Tehnology / ICT* 27-Mar-02
31-May-05
29 SE-EDUCATION PUBLIC COMPANY LIMITED SE-ED Semes / Media & Publishing 3-Dec-01
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Table 1B: A listing of all ESOP issuances used itis study (continued)

No. Name Symbol Industry/Sector Approval Date
Warrant ESOP (continued)

30 SHIN CORPORATION PUBLIC COMPANY LIMITED SHIN Tahnology / ICT* 27-Mar-02
31-May-05

31 THE SIAM INDUSTRIAL CREDIT PUBLIC COMPANY LIMITED SICCO Financials / Finance and Securities 9@ct-
23-May-02
8-May-03

32 SIAM SPORT SYNDICATE PUBLIC COMPANY LIMITED SPRIT Services / Media & Publishing 19-Aug-02

33 SICCO SECURITIES PUBLIC COMPANY LIMITED SSEC riéincials / Finance and Securities 27-Nov-03

34 TISCO BANK PUBLIC COMPANY LIMITED TISCO-P  Finamals / Banking 29-May-01
16-Aug-02
5-Jun-03
19-Aug-04

35 THAI UNION FROZEN PRODUCTS PUBLIC COMPANY LIMITE TUF Agro & Food Industry / Food and Beverage ad-04

36 UNITED BROADCASTING CORPORATION PUBLIC CO., LTD. uUBC Services / Media & Publishing 16-Nov-01

37 UNITED SECURITIES PUBLIC COMPANY LIMITED us Fancials / Finance and Securities 4-Oct-02

38 SEAMICO SECURITIES PUBLIC COMPANY LIMITED ZMICO  Financials / Finance and Securities 6-Aug-04

Stock ESOP

39 LOXLEY PUBLIC COMPANY LIMITED LOXLEY  Services / Commerce 23-Feb-01

40 NAVANAKORN PUBLIC COMPANY LIMITED NNCL Property& Construction / Property Development 24-Feb-05

41 NAWARAT PATANAKARN PUBLIC COMPANY LIMITED NWR Property & Construction / Property Development 4-03n

42 TONGKAH HARBOUR PUBLIC COMPANY LIMITED THL Resarces / Mining 16-Apr-04

Warrant ESOP and Stock ESOP
43 THAI AIRWAYS INTERNATIONAL PUBLIC COMPANY LIMITED THAI Services / Transportation & Logistics 18H-e4

* |CT denotes Information & Communication Technaofog
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Table 2B: A listing of ESOP issuances separated lsjze of ESOP

This table presents a listing of ESOP issuancearatgal by size of ESOP. In this paper, the size
of ESOP is defined as follow:

Size of ESOP = No. of stocks appropriated for ESOPRotal no. of outstanding stocks

To investigate whether the different sizes of E&(@iEcts in different ways to the consequences of
the adoptions, | categorize the size of ESOP issutedtwo groups, ESOP with size less than

mean (Size < Mean) and ESOP with size greaterrtiean (Size > Mean).

No.  Symbol Industry/Sector Type of ESOP  ApprovaltBa
Size < Mean
1 ADVANC Technology/ICT* Warrant 27-Mar-02
2 ADVANC Technology/ICT* Warrant 27-May-03
3 ADVANC Technology/ICT* Warrant 31-May-04
4 ADVANC Technology/ICT* Warrant 31-May-05
5 ASP Financials / Finance and Securities Warrant  4-Ji-03
6 ASP Financials / Finance and Securities Warrant  8-Déc-04
7 ATC Industrials / Petrochemicals & Chemicals Veatr 2-Feb-04
8 BANPU Resources / Energy & Utilities Warrant 2WN01
9 CSL Technology / ICT* Warrant 27-May-05
10 HANA Technology / Electronic Components Warrant 8-Oct-02
11 HMPRO Services / Commerce Warrant 31-Aug-04
12 1TV Services / Media & Publishing Warrant 31-May
13 KBANK Financials / Banking Warrant 29-Nov-01
14 KBANK Financials / Banking Warrant 2-Dec-02
15 KMC Property & Construction / Property Developthe  Warrant 13-May-05
16 LH Property & Construction / Property Developitnen Warrant 7-Feb-02
17 LH Property & Construction / Property Developitnen Warrant 7-Mar-03
18 LH Property & Construction / Property Developmen Warrant 3-Mar-04
19 LH Property & Construction / Property Developmen Warrant 7-Apr-05
20 MAJOR Services / Media & Publishing Warrant NMay-03
21 MINOR Services / Commerce Warrant 27-Jul-04
22 MINOR Services / Commerce Warrant 29-Jun-05
23 MODERN Consumer Products / Home & Office Product Warrant 30-Nov-04
24 NWR Property & Construction / Property Developtne Stock 4-Jun-03
25 PTTEP Resources / Energy & Utilities Warrant -JBB02
26 PTTEP Resources / Energy & Utilities Warrant Ju-03
27 PTTEP Resources / Energy & Utilities Warrant Ju-04
28 QH Property & Construction / Property Developimen Warrant 18-Jun-02
29 QH Property & Construction / Property Developimen Warrant 11-Sep-03
30 QH Property & Construction / Property Developten Warrant 10-Sep-04
31 SAMART Technology/ICT* Warrant 28-Jun-02
32 SAMART Technology/ICT* Warrant 18-Jul-03
33 SAMART Technology/ICT* Warrant 9-Sep-04
34 SATTEL  Technology/ICT* Warrant 27-Mar-02
35 SATTEL  Technology/ICT* Warrant 31-May-05
36 SHIN Technology / ICT* Warrant 27-Mar-02
37 SHIN Technology / ICT* Warrant 31-May-05
38 SICCO Financials / Finance and Securities Wéarran  9-Oct-01
39 SICCO Financials / Finance and Securities Warran 23-May-02
40 SICCO Financials / Finance and Securities Warran  8-May-03
41 THAI Services / Transportation & Logistics Both 18-Feb-04
42 TISCO-P  Financials / Banking Warrant 29-May-01
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Table 2B: A listing of ESOP issuances separated tsjze of ESORcontinued)

No. Symbol Industry/Sector Type of ESOP ApprovaltBa
Size < Mean(continued)
43 TISCO-P Financials / Banking Warrant 16-Aug-02
44 TISCO-P  Financials / Banking Warrant 5-Jun-03
45 TISCO-P  Financials / Banking Warrant 19-Aug-04
46 TUF Agro & Food Industry / Food and Beverage K&fialr 8-Jan-04
47 ZMICO Financials / Finance and Securities Warran  6-Aug-04
Size > Mean
1 BCP Resources / Energy & Utilities Warrant 6-Ay-
2 CK Property & Construction / Property Development Warrant 29-Mar-04
3 CWT Industrials / Automotive Warrant 28-Jan-05
4 EASTW Resources / Energy & Utilities Warrant 106A04
5 HANA Technology / Electronic Components Warrant 7-Qct-04
6 INET Technology / ICT* Warrant 1-Apr-04
7 JAS Technology / ICT* Warrant 26-Mar-02
8 KK Financials / Banking Warrant 13-Mar-01
9 LOXLEY Services/ Commerce Stock 23-Feb-01
10 MATCH Services / Media & Publishing Warrant 3bHe4
11 MPT Technology / Electronic Components Warrant  4-May-02
12 NEP Industrials / Packaging Warrant 20-Apr-04
13 NNCL Property & Construction / Property Develagrh Stock 24-Feb-05
14 SE-ED Services / Media & Publishing Warrant a
15 SPORT Services / Media & Publishing Warrant 13802
16 SSEC Financials / Finance and Securities Wharran 27-Nov-03
17 THL Resources / Mining Stock 16-Apr-04
18 UBC Services / Media & Publishing Warrant 16-Nov
19 US Financials / Finance and Securities Warrant -Oc#02

* |CT denotes Information & Communication Technaofog
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Table 3B: A listing of ESOP issuances separated ldyscount of ESOP

This table presents a listing of ESOP issuancearatgg by discount of ESOP. To examine the
effects of ESOP discount, | consider only warraBOP as for stock ESOP, it is generally issued
at discount, otherwise; employee had better buh stieck in the market. Therefore, there is no
incentive associated with whether the strike pisckess than or greater than the market price for
stock ESOP. It is not appropriate to include thenthie study, accordingly. Thus, there will be

only 62 out of total 66 ESOP issuances availabigesting. By the word “Discount of ESOP” in

this study, it is classified into two groups; K <aBd K > S, while K and S denote, respectively,

the strike price of ESOP warrant and the closingepof the underlying stock on day t-1.

No. Symbol Industry/Sector Approval Date
K<S
1 ADVANC Technology / ICT* 27-May-03
2 ASP Financials / Finance and Securities 24-Jul-03
3 ASP Financials / Finance and Securities 18-Dec-04
4 ATC Industrials / Petrochemicals & Chemicals biod
5 BCP Resources / Energy & Utilities 6-Aug-04
6 CK Property & Construction / Property Development 29-Mar-04
7 CWT Industrials / Automotive 28-Jan-05
8 EASTW Resources / Energy & Utilities 10-Aug-04
9 HANA Technology / Electronic Components 8-Oct-02
10 HMPRO Services / Commerce 31-Aug-04
11 KK Financials / Banking 13-Mar-01
12 KMC Property & Construction / Property Developrne 13-May-05
13 LH Property & Construction / Property Developren 7-Feb-02
14 LH Property & Construction / Property Developren 7-Mar-03
15 LH Property & Construction / Property Developmen 3-Mar-04
16 LH Property & Construction / Property Developmen 7-Apr-05
17 MATCH Services / Media & Publishing 3-Feb-04
18 MINOR Services / Commerce 27-Jul-04
19 MINOR Services / Commerce 29-Jun-05
20 MODERN Consumer Products / Home & Office Product 30-Nov-04
21 NEP Industrials / Packaging 20-Apr-04
22 PTTEP Resources / Energy & Utilities 2-Jul-03
23 PTTEP Resources / Energy & Utilities 2-Jul-04
24 QH Property & Construction / Property Developtmen 18-Jun-02
25 QH Property & Construction / Property Developtmen 11-Sep-03
26 QH Property & Construction / Property Developtmen 10-Sep-04
27 SAMART Technology / ICT* 18-Jul-03
28 SAMART Technology / ICT* 9-Sep-04
29 SATTEL Technology / ICT* 31-May-05
30 SE-ED Services / Media & Publishing 3-Dec-01
31 SICCO Financials / Finance and Securities 23-bay
32 SICCO Financials / Finance and Securities 8-Miay-
33 SPORT Services / Media & Publishing 19-Aug-02
34 SSEC Financials / Finance and Securities 27-08v
35 TISCO-P Financials / Banking 29-May-01
36 TISCO-P Financials / Banking 16-Aug-02
37 TISCO-P Financials / Banking 5-Jun-03
38 TISCO-P Financials / Banking 19-Aug-04
39 TUF Agro & Food Industry / Food and Beverage ag-04
40 US Financials / Finance and Securities 4-Oct-02
41 ZMICO Financials / Finance and Securities 6-Mdg-
42  THAI Services / Transportation & Logistics 18bFe4
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Table 3B: A listing of ESOP issuances separated ldyscount of ESOP(continued)

No. Symbol Industry/Sector Approval Date
K>S

1 ADVANC Technology / ICT* 27-Mar-02

2 ADVANC Technology / ICT* 31-May-04

3 ADVANC Technology / ICT* 31-May-05

4 BANPU Resources / Energy & Utilities 22-Nov-01

5 CSL Technology / ICT* 27-May-05

6 HANA Technology / Electronic Components 27-Oct-04

7 INET Technology / ICT* 1-Apr-04

8 ITV Services / Media & Publishing 31-May-05

9 JAS Technology / ICT* 26-Mar-02
10 KBANK Financials / Banking 29-Nov-01
11 KBANK Financials / Banking 2-Dec-02
12 MAJOR Services / Media & Publishing 27-May-03
13 MPT Technology / Electronic Components 24-May-02
14 PTTEP Resources / Energy & Utilities 30-Jul-02
15 SAMART Technology / ICT* 28-Jun-02
16 SATTEL Technology / ICT* 27-Mar-02
17 SHIN Technology / ICT* 27-Mar-02
18 SHIN Technology / ICT* 31-May-05
19 SICCO Financials / Finance and Securities 9@ct-
20 UBC Services / Media & Publishing 16-Nov-01

* |CT denotes Information & Communication Technaofog
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Table 4B: A listing of ESOP issuances separated hype of business

This table presents a listing of ESOP issuancearatgg by type of business that the sponsoring
companies are in. However, as, by the definitiothef SET, the ESOP sponsoring companies are
in varied industries, therefore; investigating ttensequences separately by each industry may
lead to unclear results due to the limitation ofmpke size. Thus, to avoid such a problem, |
classify the ESOP sponsoring companies into ontygectors, real sector and services sector. The
grouping for each sector is shown below.

No. Symbol Industry/Sector
Services Sector
1 KBANK Financials / Banking
2 KK Financials / Banking
3 TISCO-P Financials / Banking
4 ASP Financials / Finance and Securities
5 SICCO Financials / Finance and Securities
6 US Financials / Finance and Securities
7 ZMICO Financials / Finance and Securities
8 SSEC Financials / Finance and Securities
9 HMPRO Services / Commerce
10 MINOR Services / Commerce
11 LOXLEY Services / Commerce
12 1TV Services / Media & Publishing
13 MATCH Services / Media & Publishing
14 SE-ED Services / Media & Publishing
15 SPORT Services / Media & Publishing
16 UBC Services / Media & Publishing
17 MAJOR Services / Media & Publishing
18 THAI Services / Transportation & Logistics
19 ADVANC Technology / Information & Communicatidrechnology
20 CsL Technology / Information & Communication fieology
21 INET Technology / Information & Communicationchaology
22 JAS Technology / Information & Communication firology
23 SAMART Technology / Information & Communicatidechnology
24 SATTEL Technology / Information & Communicatidechnology
25 SHIN Technology / Information & Communicationch@ology
Real Sector
1 TUF Agro & Food Industry / Food and Beverage
2 MODERN Consumer Products / Home & Office Products
3 CWT Industrials / Automotive
4 NEP Industrials / Packaging
5 ATC Industrials / Petrochemicals & Chemicals
6 CK Property & Construction / Property Development
7 KMC Property & Construction / Property Developrnen
8 LH Property & Construction / Property Development
9 QH Property & Construction / Property Development
10 NNCL Property & Construction / Property Develagrh
11 NWR Property & Construction / Property Developie
12 BANPU Resources / Energy & Utilities
13 BCP Resources / Energy & Utilities
14 EASTW Resources / Energy & Utilities
15 PTTEP Resources / Energy & Utilities
16 THL Resources / Mining
17 HANA Technology / Electronic Components
18 MPT Technology / Electronic Components
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