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The objectives of this study are to study the relation of various financial efficiency
measures which consist of net profit, operating profit, extraordinary items, cash value added,
cash flow from operating activities, cash flow from investing activities, and cash flow from
financing activities with stock returns and to compare the ability of various financial efficiency
measures in explaining stock returns by using available data of 131 listed companies from
21 sectors that are in 6 industry groups in the Stock Exchange of Thailand during the period of

the years 2002 to 2005.

Simple regression analysis method and multiple regression analysis method are used
in this study to test the relation between variables in each model and stock returns and Vuong
(1989) Z-statistic is used to compare the ability of various financial efficiency measures in

explaining stock returns among models.

The results of this study indicates that various financial efficiency measures are related
to stock returns of the companies. Furthermore, the results reveal that operating profit has more
ability in explaining stock returns than net profit and cash value added have for the pooled
industry groups data. Ability of cash value added and cash flow in explaining stock returns are
not difference. However, when analyzed by industry group operating profit has more ability in
explaining stock returns than cash value added for agro & food industry, consumer products
and industrials groups. Cash value added has more ability in explaining stock returns than

operating profit for services and technology groups.





