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The study investigates the market timing theory and capital structure in two separate steps.
The first step is to test the Baker and Wurgler (2002) model, which says equity market timing make a
changes in capital structure. Therefore capital structure is the cumulative outcome of past attempts to
time the equity market. The second step is to test the relation between stock returns and
announcements equity issue by using data from 142 companies listed on the Stock Exchange of
Thailand with an {PO date between 1992 and 1996.

The empirical results confirm the Baker and Wurgler model, implying that Thai companies
do not use equity market timing for financing. There is no relation between market timing and
changes in capital structure. As a consequence, the current capital structure is not related to the
cumulative outcomes of past attempts to time the equity market. Although this study deletes the effect
of capital structure before an IPO, there is no relation between changes in the capital structure after an
IPO and the cumulative outcomes of past attempts to time the equity market.

However, there is market timing during short periods in Thailand. The study in the second
step shows a relation between increasing stock return and announcements equity issues. For testing of
Baker and Wurgler (2002), use of the year-end market capitalization as proxy cannot imply market

timing in Thailand.





