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Abstract

Previous studies in developed markets show
that on the announcement date of the change in
an equity index composition, stocks that are added
to the index tend to have positive average
abnormal returns, while those that are deleted
from the index tend to have negative average
abnormal returns. They also find that both added
and deleted stocks tend to have higher volume
around the announcement date. In this paper,
we study the price and volume effects on added
and deleted stocks associated with the SET50
index in Thailand, and find the similar results.

Specifically, added stocks have a positive

cumulative average abnormal return around
6.76% and deleted stocks have a negative
cumulative average abnormal return around
6.17%. There is no price reversal after the
change. This lasting effect supports the Imperfect
Substitute, Information Signaling, and Liquidity
hypotheses. Moreover, our study finds that both
added and deleted stocks tend to have higher
volume ratio around the announcement and
effective dates. This evidence is consistent with
the existence of index funds that need to buy
and sell those stocks to replicate the index

return.

Keywords : Price Effect, Volume Effect, Addition, Deletion, SET50 Index
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B AVR - 15U AVR - fuaan
wansal

AD-15 0.9209 0.8745
AD-14 0.8475 0.7832
AD-13 0.8454 0.7378
AD-12 0.8658 0.7074
AD-11 0.9600 0.7043
AD-10 0.8476 0.8111
AD-9 1.1918 0.7494
AD-8 1.7340 1.0206
AD-7 1.1731 0.7888
AD-6 1.0208 0.6953
AD-5 1.1577 0.6980
AD-4 1.2107 0.8071
AD-3 1.1109 0.6778
AD-2 0.9668 0.7743
AD-1 1.2066 1.0566

AD 2.4221** 1.7403
AD+1 1.6766 1.3354
AD+2 1.4046 1.0231
AD+3 1.5635 1.7055
AD+4 1.5539 2.0860*
AD+5 1.6056 1.9302
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TUNURAIT

. AVR - 15u11n AVR - 15uaan
WAyl
AD+6 1.9540* 1.7177
AD+7 1.9683* 1.7538
AD+8 1.6096 2.5957*
ED-1 2.0520** 2.5885*
ED 2.3355* 1.6204
ED+1 2.0388** 1.6225
ED+2 2.4111%** 1.1215
ED+3 2.2323* 2.2768*
ED+4 1.7623 1.5925
ED+5 1.5870 1.5951
ED+6 1.9973* 1.6897
ED+7 2.1797** 1.7790
ED+8 1.4622 1.8958
ED+9 1.3032 1.8315
ED+10 1.2946 2.1398*
ED+11 2.1021** 2.5682**
ED+12 2.3100** 1.1707
ED+13 2.5194** 1.9144
ED+14 1.9054* 1.9222
ED+15 1.5992 1.3043

e R sgdutle A
* gzauily AN 10%
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