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Abstract

An efficient capital market is one in which the market prices of securities respond
quickly to new information. To ensure that current security prices reflect all relevant
information in the market, many new information types on special financial events
have been examined. The new information of business contracting should be tested
because useful empirical results would help explain the process by which investor

reaction is translated into security prices.

The primary aim of this study is to examine abnormal returns of the stocks around the
time of contract announcement. The secondary aim is to examine the correlation
between the abnormal return measures. The third aim is to examine the different
market reactions based on different types of contract announcements: (i) Government

contracts vs. corporate contracts, (ii) Five different budget size contracts.

This research cmploys the event study to test the stock market reaction to 676

business contract announcements reported by the Stock Exchange of Thailand during



iv

January 1994 — June 2010. The OLS market model and the capital asset pricing model

are used to measure abnormal returns.

Results indicate positive statistically significant of cumulative abnormal returns
around contract announcement dates. This study also tests whether results are
sensitive to the different abnormal return measures. A positive relationship between
the abnormal return measures is found indicating none of sensitivity of using
alternative abnormal return measures. The examinations of market reactions to
different types of contract announcements report that the capital market placed a

different value on government contract announcement against corporate contracting,

This study is expected to make significant contributions to research with practical
implications for market analysts and researchers, policy makers, investors, and other
participants. Suggestions from the research results imply that the capital market
believes that business contract announcements are a valuable economic activity for

certain firms and has the potentiai to positively impact a firm’s market value.
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