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ABSTRACT

The objective of this study was to assess the overreaction behavior of one day common
stock price fluctuation in the Stock Exchange of Thailand (SET) during the year 2003.

This study examined the overreaction of investors on the daily returns for all common
stocks listed in the SET during the year 2003. Since there were many individual investors in the
SET and the overreaction was related to irrational behavior of investors that make the stock price
over or undervalued. The price reversals were caused by the situation in which the winner and
loser stocks converted to intrinsic value. The abnormal return in common stocks were determined
by the change of daily continuous return more than 25%. The abnormal return was classified into
two portfolios, the winner and the loser portfolio. The winner portfolio consisted of common
stocks which had daily return more than +25%, the loser portfolio consisted of common stocks
which had daily return less than -25%. In the year 2003 , There were 207 abnormal returns from
89 common stocks (129 abnormal returns in 78 commeon stocks of the winner portfolio and 78
abnormal returns in 33 common stocks of the loser portfolio), all of them were found in 24
industrial groups. Abnormal daily returns were found mostly in Textile, Clothing & Footware
industry group which occurred 39 times in 9 common stocks. During the testing period, the
winnet and loser portfolio were tested by using an Average Cumulative Abnormal Returns
(ACARs). The ACARs were evaluated at 10, 20,... and 90 trading days after the abnormal return

was found. It was found that the ACARs of the winner portfolio decreased from 33.41% in day 0



to 25.05% in day 90 (p value = 0.032). On the contrary, the ACARs of the loser portfolio
increased from -36.94% to -30.31% in day 20 (p value = 0.042).

These results showed that the sigﬁ of overall market overreaction effect was significantly
detected during the year 2003 in the Stock Exchange of Thailand. However, this price reversal
was not symmetric in time period. The winner portfolio had the overreaction in 90 working days

after abnormal trading and in 20 working days for the loser portfolio.



