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KEY WORD: EARNINGS MANAGEMENT / DISCRETIONARY ACCRUALS / SEASONED EQUITY
OFFERINGS

WAEOWAN PRANGTHAWAT:EARNINGS MANAGEMENT AND THE
PERFORMANCE OF SEASONED EQUITY OFFERINGS: EVIDENCE FROM THE
STOCK EXCHANGE OF THAILAND. THESIS ADVISOR: ASST. PROF. SUNTI

TIRAPAT, Ph.D., 55 pp. ISBN 974-171-613-3.

The study investigates whether earnings management around the time of seasoned equity
offerings can explain subsequent poor performance, using discretionary current accruals as proxy for
earnings management. | examine a sample of 115 equity offerings are obtained from The Stock
Exchange of Thailand between 1996-2000. I examine earnings management by using modified Jones
model (1991), Predicting discretionary accruals, the difference between realized accruals and
predicted non-discretionary accruals.

The study is divided into two parts. Firstly, [ investigate the relation between earnings change
and discretionary current accruals. Secondly, I test the relation between abnormal returns and
discretionary current accruals.

The results indicate evidence of income-increasing accruals in offerings year. The evidence
do not, however, find that discretionary current accruals have no reliable predictive ability poor
earnings changes after issued year. There is relation between abnormal returns two years later and
discretionary accruals. These finding suggest that investors may naively extrapolating pre-issue
earnings without adjusting for possible - manipulation of reported earnings. In addition, the investors

interested in earning of issued firm rather than complicate financial statement data.

Department of Banking and Finance Student’s SIgNature.........ooeveveiiiiiiniiniennenenn
Field of study Finance AdViISOr’s SIgNAatUre. ......ovvveiiieiiiiienienienannn
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Dependent variable

Independent
variable Mean- adjusted Market - Mean- adjusted Market - Mean- adjusted Market-
Market model Market model Market model
return adjusted return return adjusted return return adjusted return

Constant -0.3291 -0.5731%** 0.2355 -0.2482 -0.5101%*** 0.2213 -0.2658 -0.5539%** 0.2713
(-1.4175) (-3.4822) (0.4876) (-0.9895) (-2.7796) (0.4468) (-1.0889) (-3.0788) (0.5665)

DISC -0.0192 0.0338 -0.2293 -0.0152 0.0307 -0.2357 -0.0061 0.0268 -0.1121
(-0.2338) (0.5767) (-1.3778) (-0.1693) (0.4691) (-1.3600) (-0.0700) (0.4220) (-0.6696)

ROA, 0.5885%** 0.5446%** 0.7606* 0.9035%** 0.5479%** 0.3919
(3.0295) (4.3787) (1.8800) (3.5501) (3.4540) (0.8059)

ROA4, 0.1963 0.2527** 0.0664 -0.0346 0.0742 -0.3961
(1.2445) (2.1466) (0.2138) (-0.2012) (0.5934) 0-1.1571
SGRO, -0.1273 -0.0044 0.7445**
(-0.9234) (-0.0428) (2.5453)

N 100 108 97 97 104 96 94 101 93

R 9.38% 18.17% 5.74% 1.72% 6.85% 2.18% 14.41% 18.16% 10.95%
Adjust R 5.56% 14.99% 1.64% -2.55% 3.09% -2.11% 8.51% 12.94% 4.73%
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