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The objective of this independent study is to test the market efficiency from the effect of
warrant issue on the stock price change in The Stock Exchange of Thailand. The study focus on
the warrant issue events during January 1, 1996 to December 31, 2006,which do not issues with
other financial instrument totally 68 events.

The event-study methodology is used in this study to investigate whether the warrant
issue announcement affects the stock price to test semi-strong form efficient market. The study
focus on the extent that would lead to an abnormal returns from stock price. The-abnormal returns
used in this study are abnormal and cumulative abnormal returns, which can be obtained from
both market adjusted retum and market and risk adjusted return model.

Using the market adjusted return method calculation; the results show that on the
announcement date, mere were significant positive abnormal returns (AR) from 5 days before the
announcement date (1-5) to 3 days before the announcement date (t-3) and 1 day before the
announcement date (t-1) to the announcement date(t). Cumulative abnormal returns of the three
periods; 3 (t +3), 10 (¢ £ 10) and 30 (t = 30) days prior before and after the announcement day;
were also statistically significant.

Using the market and risk adjusted return calculation; The results show that on the
announcement date, there were significant positive abnormal returns (AR) from 4 days before the
announcement date(t-4) to 3 days before the announcement date(t-3) and 1 day before the
announcement date (t-1) to the announcement date(t). Cumulative abnormal retumns of the three
periods; 3 (t +3) 10 (£ 10) and 30 ( = 30) days prior before and after the announcement day;
were also statistically significant.

The results show that stock price tended to increase before warrant issue announcement
date. From these results is according to stock price effect hypothesis.

A test of market efficiency from the effect of warrant issue on the stock price change in
The Stock Exchange of Thailand indicates that there were abnormal retums prior to the
announcement date and tended to increase slightly. In the announcement date, there were also
abnormal returns. And after the announcement date, the abnormal retumns tended to stable and
decrease respectively. According to these part results, it can be concluded that the Stock
Exchange of Thailand is not semi-strong form efficient market and it is not according to efficient

market hypothesis.





