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ABSTRACT 

The decision to ‘go public’ is an important process in the company life cycle. By making an 

initial public offering (IPO) of company shares, firms can raise external equity finance, 

thereby allowing inter alia the cashing-out of entrepreneurs and private equity interests, the 

funding of growth and expansion opportunities, enhancing the market for corporate control, 

and facilitating capital restructuring. Consequently, the efficiency of the IPO process and 

the performance of companies that have gone public has been a longstanding focus in 

academic research and a key concern for practitioners. This thesis presents the results of 

three complementary empirical analyses of IPOs and the IPO process in Thailand. 

Emerging markets in particular, like Thailand, are becoming ever more important to the 

international financial community as individual and institutional investors look to diversify 

their risk and seek new markets in which to invest their funds. Moreover, IPOs are 

particularly important in emerging markets themselves, including their key role in financial 

and economic development and the promotion of economic wellbeing.  

The first part of the study investigates the firm-specific determinants and outcomes of IPOs 

using data for 5,228 private and public firms in Thailand between 2001 and 2007. The IPO 

listing requirements of the SET are used to identify all private firms that technically 

satisfied SET listing requirements. This allows for a comparison of firms that choose an 

IPO and those that do not. Age, size, sales growth, leverage, profitability, fixed assets 

growth and interest rate from the bank borrowing of the private and public firms are key 

variables used in this study. Probit analysis of the determinants of IPOs reveals that firms 

that are young, large, highly leveraged and with lower interest rates from borrowing tend to 

list on the market. The results of OLS regression estimation for IPOs subsequent 

performance also strongly suggest that Thai IPO firms went public to lower borrowing 

rates, not to fund future investment in fixed assets and sales growth. Additionally, the 

evidence suggests that firm profitability does not decline following an IPO, in sharp 

contrast to previous studies in developed markets. 

The second part of the study examines underpricing of 136 large IPOs listed on the SET 

between 1997 and 2007 and 53 IPOs for SMEs listed on the Thai mai between 2001 and 

2007. Underpricing is calculated using headline underpricing, underpricing issuer loss, 
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underpricing loss by market value, and underpricing loss by issuer price. The results 

generally indicate that Thai IPOs are less underpriced than those in most developed 

countries. Moreover, the underpricing of IPO for SMEs results show that an average 

underpricing is significantly lower than the underpricing found for large-firm IPOs in the 

same period. 

The third part of the study analyses the aftermarket performance of 142 large IPOs listed on 

the SET during the period from February 1997 to October 2008 and 55 IPOs for SMEs 

listed on the mai during the period from September 2001 to October 2008. Aftermarket 

performance is calculated using monthly cumulative abnormal returns, buy-and-hold 

returns and wealth relatives. The results indicate that large IPOs appear to outperform the 

market benchmarks up to 24 months and underperform thereafter up to 36 months. 

However, there is variation in the long-run performance across industries. Multiple 

regression analysis shows that IPOs from the financial industry perform best in the long 

run. While the IPO for SMEs perform well after listing, returns adjusted for market 

performance indicates that this generally only holds for the second year following listing. 
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CHAPTER 1 

INTRODUCTION 

 

An initial public offering (IPO)—the process whereby a company issues common stock 

or shares to the public for the first time—is one of the most important financial 

decisions a firm will make, especially in the life of young growth firms. It provides 

access to public equity capital that is potentially cheaper than private sources and so 

may minimize the cost of funding the company’s operations and investments. It also 

allows owners, entrepreneurs and private equity interests the opportunity to fully or 

partly cash out their financial and human capital investment as arguably the most 

desirable exit option.  

An IPO also provides a venue for trading the company’s shares, enabling its existing 

shareholders to diversify their investments and to crystallize their capital gains from 

backing the company (an important consideration for venture capitalists) and open 

opportunities for takeovers and capital restructuring. The IPO process also focuses light 

on the newly-listed company, and the attendant publicity may bring indirect benefits, 

such as attracting a different (and better) calibre of employee. At the same time, the 

company has new obligations in the form of transparency and disclosure requirements, 

and becomes accountable to a larger group of relatively anonymous shareholders who 

tend to vote with their feet (by selling the shares) rather than assist the company’s 

decision makers in the way that owners or venture capitalists may have.  

Accordingly, IPOs and the IPO process have long attracted the interest of financial 

economists. Ernst and Young (2009b) succinctly summarise the importance of IPOs in 

modern corporate finance as follows: 

An IPO is often considered to be the ultimate goal for any entrepreneurial firm. 

It is usually part of a business financing strategy and it has become a special 

allure in both the business world and popular culture. A well-planned and 

executed business start up will have specific goals for growth and revenue 

accompanied by financing needs and options to achieve each step along the 

way. An IPO not only allows company to raise capital but also improve the 

company’s international profile with both investors and peers.  

In response to these developments, a volume of literature has arisen examining aspects 

of IPOs and their role in modern finance. Research to date has primarily focused on just 
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a few core areas, including issuing activity, underpricing, and long-run 

underperformance of IPOs [see, for example, Loughran and Ritter (1995), Ritter (1998) 

and Ritter and Welch (2002)]. Several other aspects have also gained public attention, 

including why firms go public, mechanism design, and the compensation of investment 

bankers and the role of analyst coverage, stabilization activities, and the variation in 

IPO volume across countries. Ritter (2003b) and Jenkinson and Ljungqvist (2001) 

provide useful reviews of these many and disparate topics. However, despite the 

apparently broad scope of this research, the central aim remains to assess and enhance 

the efficiency and practice of IPOs with the purpose of promoting financial and 

economic development and economic wellbeing.   

IPOs play an especially crucial role in strengthening the development of emerging 

economies like Thailand. The Thai stock market has a relatively short history, with the 

Stock Exchange of Thailand (SET) only established in 1975. Since then the listed equity 

market in Thailand has developed at amazing speed with frequent changes in laws, 

guidelines, and regulations. This rapid expansion means that IPOs account for a large 

share of the growth in Thai stock market capitalization each year. In the past year, 

investors have seen a new wave of large energy and telecommunication firms going 

public. These IPOs have been embraced by institutional and individual investors and 

also attractive the foreign and local investors seeking growth opportunities, leading to 

an increase in both local and foreign transactions in Thailand. Given their size, the 

performance of these IPOs have critical implications for the future of the Thai stock 

market. The listing of these firms also contributes to a more accurate picture of the Thai 

economy. 

Unfortunately, much of the empirical research to date has focused principally on 

developed markets.  It is clear that emerging markets like Thailand are becoming more 

important to the international financial community as individual and institutional 

investors look to diversify their risk and seek new markets in which to invest their 

funds. In many cases, this is enhanced by an active and efficient IPO process. However 

IPOs are just as important from the emerging market’s own perspective as their 

facilitation of the market for corporate control, and the efficiency of capital allocation 

and the provision of funding enhance the growth and development of young startup and 

other firms and ultimately the ongoing financial and economic development of the 

country in which they reside. 
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In order to partly address this deficiency, this thesis conducts a comprehensive 

empirical analysis of the three core features of IPOs in a unique emerging market, 

namely, the activity, pricing and performance of IPOs in Thailand. In terms of activity, 

the decision to go public has important consequences for the firm and is one of only few 

important events in the life of the company considered a strategic decision. Therefore, 

the firm has to understand and balance the often sizeable costs and putative benefits of 

going public prior to the decision being actually made. As the IPO decision is motivated 

by different factors as market, institutional and regulatory environments differ, it is 

important that regulators and policy makers understand and develop rules, regulations 

and policies to encourage suitable firms to list on organised exchanges. This can only be 

done by better understanding the motivations for IPOs and how IPOs manifest 

outcomes in firms post-IPO.  

In terms of the pricing of IPOs, this is often difficult because there is no observable 

market price prior to the offering and because many issuing firms have little or no 

operating history. If the price is set too low, the issuer does not obtain the full advantage 

of its ability to raise capital. If it is priced too high, then the investor receives an inferior 

return and consequently may reject current and future offerings. Accordingly, without 

accurate pricing, the market could wither as both its sides are unsatisfied. Lacking a 

healthy market for IPOs, young growth companies would then only have limited access 

to the public for raising capital and instead rely on often costly and sometimes 

unavailable internal equity and external debt to fund growth and investment. 

In terms of performance, the success of an IPO is best judged by how well the firm 

performs in the long run. Unlike pricing, which may affect only those investors with a 

short investment horizon, long-term investors pursuing both active and passive 

investment strategies alike emphasize the return on their initial investment through the 

IPO. Likewise, there is a strong interrelationship between stock prices and the firm’s 

financial decisions, and so firms can partly judge the benefit of their IPO through 

strong, stable and growing stock prices. Poorly performing IPOs in the past will also do 

little to encourage future investors in a particular market, whether in other new issues or 

seasoned offerings in this or other firms.  

The five research objectives of this thesis are then as follows. The first objective is to 

examine the determinants of IPOs relating to the decision to go public and the outcomes 

of IPOs following the decision to go public. To achieve this objective, the impact of 

firm-specific variables, including the age of the company, corporate size, sales growth, 
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leverage, profitability, the growth of fixed assets and interest rates from bank 

borrowing, are estimated in a probit regression model with the decision to go public as 

the dependent variable. The second objective is to examine the outcomes of Thai IPOs 

after the decision to go public. To accomplish this objective, firm-specific variables 

affecting firm performance, that is, corporate size, sales growth, leverage, profitability, 

fixed assets growth and interest rate from the bank borrowing, are estimated using an 

ordinary least square (OLS) regression model. Control variables are also included to 

account for any industry and time specific effects.  

The third objective is to examine the (under)pricing of Thai IPOs. To fulfil this 

objective, four measures of underpricing include the headline underpricing (UPH), 

underpricing issuer loss (UPIL), underpricing loss by market value (UPLMV) and 

underpricing loss by issuer price (UPLIP), are calculated. The fourth objective is to 

examine the long-term underperformance of Thai IPOs. To achieve this objective, three 

measures of aftermarket performance which are composed of monthly cumulative 

abnormal returns (CARs), buy-and-hold returns (BHRs), and (UPLMV) and wealth 

relatives (WRs), are used for estimation. The final objective is to examine the 

relationship between the long-term aftermarket performance of IPOs and selected 

explanatory variables. To achieve this objective, explanatory variables including 

monthly raw returns, issue size, the number of IPOs each year and three-year market 

benchmark buy-and-hold returns are incorporated in a multiple regression analysis.   

Analysis of IPOs from Thailand can then contribute to the existing IPO literature by 

showing that these three issues provide a mechanism for IPO firms to convey 

information about IPO activity, price and performance, especially after the 1997 Asian 

financial crisis, when earlier comparable data may not exist. The analysis of emerging 

markets has also received increasing attention among financial academics in recent 

years. This thesis attempts to broaden our knowledge on one event in these markets. 

That is IPOs and related issues in newly emerging markets. As little attention has 

generally been given to these issues, this study attempts to fill this gap in the literature. 

The thesis itself comprises five main chapters as follows: 

Chapter 2 Initial Public Offerings in Thailand provides some basic information on the 

Thai IPO market since it was first established in 1975. This chapter also addresses the 

parties involved in IPOs in Thailand and provides an overview of the regulatory 

framework for going public in Thailand, including the listing requirements, process and 

preparation. 
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Chapter 3 Literature Review contains a literature review of IPO activity, pricing and 

performance. The purpose of this chapter is to review the literature, which serves not 

only as a background of understanding to the recent works, but also as a justification of 

the subsequent methodological choices.  

Chapter 4 Empirical Methodology describes the data collection procedures and research 

design used to examine the activity, pricing and performance of IPOs. The chapter 

presents the data sources and explains the method used to investigate the determinants 

and outcomes of IPOs. In addition, the various methods used to measure the IPO 

underpricing and the long- term performance post-listing are outlined and the tests of 

various hypotheses and independent variables for each study are also indentified. 

Chapter 5 Empirical Results analyses the data and reports the empirical findings on the 

activity, pricing and performance of IPOs in Thailand. The chapter begins with the 

results of the analysis of determinants and outcomes of large IPOs, followed by 

measures of underpricing and long-run return performance for both large IPOs and IPOs 

for small and medium-sized enterprises (SMEs).  

Chapter 6 Conclusion presents a summary of the study followed by a discussion of the 

limitations encountered. The contribution of this research to the existing literature on 

IPOs and some directions for further study are also outlined.  
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CHAPTER 2 

INITIAL PUBLIC OFFERINGS IN THAILAND 

2.1 Introduction 

During the last decade, alongside the rise and fall of the Thai economy, the Thai stock 

market has expanded tremendously in the size and nature of its operations and its 

regulatory environment. At the same time, initial public offerings (IPOs) of common 

stocks have been the primary securities influencing this investment for both domestic 

and international investors. The purpose of this chapter is to investigate the actual part 

of Thai IPOs, examining some basic market background as well as the parties involved 

in launching IPOs onto the market, and provides an overview of the regulatory 

framework for going public in Thailand. 

The chapter is structured as follows. Section 2.2 covers the latest IPO regulations, 

including the listing criteria, procedures and preparation for going public in Thailand. 

Section 2.3 introduces the Thai market for IPO placement. Section 2.4 details the roles 

of institutions relating to IPOs. Section 2.5 discusses particular characteristics of IPO 

activity in Thailand. Section 2.6 provides some concluding remarks.  

2.2 Process of going public in Thailand 

A private ‘Company Limited’ registered firm at the DBD with at least THB 300 million 

(THB 20-300 million) (AUD/THB35) of paid-up capital seeking to go public and list on 

the SET has to first register the business as a ‘Public Limited Company’ at the DBD 

(SET 2008) (mai 2008). The company is then eligible to apply for approval of the 

public offering at the SEC and consequently files a listing application with the SET. A 

company also can also simultaneously submit public offering and listing applications to 

the SEC and SET, a process known as ‘Parallel Listing’. In this paper, we take “going 

public” (the first process) and “listing” (the second process) as essentially the same, 

although there are some technical differences (see Figure 2.2). In practice, most Thai 

private limited companies apply to go public at the SEC and subsequently list on the 

SET. Therefore, the SEC and the SET regulate the parallel going public and listing 

procedures. After all required documents and information has been submitted to the 

SEC and SET, the consideration of going public and listing applications is normally 

completed in about 30–45 days. From first application to issue date generally takes two 

to three months; however, this can be as long as a year (SET 2008). 
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In Thailand, the Civil and Commercial Code govern a private limited company whereas 

a public limited company, or one established for offering the sale of shares to the 

public, is subject to the Public Limited Company Act of 1992. The rules and regulations 

concerning the procedures of offering shares for sale are regulated by the Securities and 

Exchange Act of 1992 under the control of the Securities and Exchange Commission 

(SEC). A firm with ordinary shares listed on the SET or its Market for Alternative 

Investments (mai) is known as a publicly listed company (hereafter “listed company”). 

2.2.1 General requirements  

This section provides the general listing requirements for company willing to list on the 

Thai primary market. The SET imposed about 13 listing requirements which comprise 

factors both quantifiable (e.g. paid up capital for common shares after offering) and 

non-quantifiable (e.g. audit opinions for corporate governance and internal control). 

Table 2.5 summarizes the general listing criteria which is classified by the market.  

The first qualification for listing either on the SET (mai) is that the company must be 

the public limited company. In terms of quantifiable requirements, for instance the 

company with minimum paid-up capital of THB 300 million is eligible to list on the 

SET whereas the one with minimum paid-up capital between THB 20 and 300 million 

is eligible to list on the mai. The company has been in operation at least 3 years is 

qualified to apply for listing on the SET and 2 year for the mai. The net profit from 

operation of the latest full year of the company must be at least THB 30 million and 

when it is combined for the past 2-3 years of the operation must be in minimum of THB 

50 million. However, there has been the relaxation for quantitative listing criteria for 

common shares. In case it deems that the admission of the issuer is beneficial to the 

Thai equity market, the Board of Governors of the SET may accept the listing of the 

issuer, by relaxing quantitative listing criteria, as it deems appropriate. 

In terms of non-quantifiable requirements, company should be accredited by the 

auditors (approved by the SEC) and reviewed the managerial reports and internal 

controls by the SEC, for instance the company should have a stable and healthy 

financial condition and have sufficient working capital, qualifications for management 

and control persons should be in line with the SEC regulations and they should not 

possess any characteristics as prohibited by the SEC, and have effective auditing and 

internal control systems as specified by the SEC.  
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Table 2.1: IPO listing requirements by market 

    Qualifications 

    SET   mai 

Status of the applicant  Public limited company or corporation 

established under a special law 

 Public limited company or juristic person 

established under a special law 

Paid-up capital for common shares   > 300 million baht  > 20 but < 300 million baht 

after public offering     

Distribution of minor shareholding     

 No.  of minor shareholders/ 

non-strategic shareholders1

> 1,000 shareholders > 300 small shareholders of ordinary shares 

and the aggregate number of shares > 20% of 

paid-up capital  

  and hold > 25% of paid-up capital for 

companies with 300 million baht ≤ paid-up 

capital < 3,000 million baht 

  

    Hold > 20% of paid-up capital for companies 

which paid-up > 3,000 million baht 

    

Public offering     

 Approval
Has been granted an approval by the SEC  Has been granted an approval by the SEC > 

15% of paid-up capital 

  No. of shares cumulatively 

offered for sale

  

paid-up cap < Bt 500M     
paid-up cap > Bt 500M  > 15% of paid-up capital   

  Method of public offering
> 10% of paid-up capital or 75 million baht2  

    Offering through an underwriter     

 

 

 



 

 

 

9 

    Qualifications 

    SET   mai 

Track record  - Must have been in operation for at least 3 

years. 

 - Must have been in operation > 2 years before 

filing an application; net profit in the latest year 

> 0 ; or 

 - Must have had the same company 

management for at least one year prior to the 

application date. 

 - Must have been in operation > 1 year before 

filing an application; market capitalization in 

the latest year > 1,500 million baht 

 - Must have had net profit all of the followings:    
 1. Combined minimum net profits from 

operations of Bt 50 million from the past 2 or 3 

years;  

  

 2. Net profits from operations of Bt 30 million 

for the latest full year, and:  

  

 3. Net profits from operations in the year of 

filing the listing application, as shown by 

combining all quarterly results for that year.   

  

  - For a privatized state enterprise, operations 

prior to privatization will be considered as a 

continuation of operations 

    

Financial condition and liquidity  - Have a stable and healthy financial condition 

and have sufficient working capital 

 - Have a stable and healthy financial condition 

and have sufficient working capital 

  - Have a minimum total shareholders’ equity of 

300 million baht 

  - Have a minimum total shareholders’ equity of 

20 million baht 

Management   - Qualifications for management and control 

persons should be in line with the SEC 

regulations and they should not possess any 

characteristics as prohibited by the SEC3 

  - Qualifications of the management team have 

no prohibited characteristic and comply with 

what are specified by the SET 
   Management and control 

persons

   Scope of duties and 

responsibilities

- Duties and responsibilities must be clearly 

defined as specified by the SEC3 

- Duties and responsibilities must be clearly 

defined as specified by the SEC3 
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    Qualifications 

    SET   Mai 

Corporate governance and internal control  - Have good corporate governance practices and a 

qualified audit committee as specified by the SET 

 - Have good corporate governance practices and 

a qualified audit committee as specified by the 

SET 

  - Have effective auditing and internal control systems 

as specified by the SEC3 

  - Have effective auditing and internal control 

systems as specified by the SEC3 

Conflict of interests   - Must have no existing or potential conflict of interests 

as specified by the SEC 

  - Must have no existing or potential conflict of 

interests as specified by the SEC 

Silent period   Strategic Shareholders   Strategic Shareholders 

  > 55% of paid-up capital after IPO for 1 year. After the 

first six months: allow to sell shares a maximum of 

25% of total locked up shares. After a year: allow to 

sell the rest shares 

  > 55% of paid-up capital after IPO for 1 year. 

After the first six months: allow to sell shares a 

maximum of 25% of total locked up shares. 

After a year: allow to sell the rest shares 

Articles of association of the applicant   - Must ensure that the articles of association of the 

applicant and its subsidiaries are in line with the SEC2 

rules and regulations 

  - Must ensure that the articles of association of 

the applicant and its subsidiaries are in line with 

the SEC2 rules and regulations 

Financial statements and auditors  - Must ensure that financial statements have been 

prepared in accordance with the SEC2 rules and 

regulations. 

 - Must ensure that financial statements have been 

prepared in accordance with the SEC2 rules and 

regulations. 

  - The applicant's auditor must be approved by the SEC3   - The applicant's auditor must be approved by the 

SEC3 

Provident fund   - On the date the listing application is filed, the 

provident fund of the applicant must already be 

established 

  - On the date the listing application is filed, the 

provident fund of the applicant must already be 

established 

Notes: 1. Minor shareholders/non-strategic shareholders are the persons excluding government, state enterprises, government agencies, directors, manager, 

executive management, and related persons and holding shares of not greater than 5% of paid-up capital and not less than 100 shares. 2. Whichever is 

higher.  
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2.2.2 Parallel listing procedures 

A company who is seeking listing status on the exchange has to first file a listing application with 

the SET (mai) through an authorized financial advisor, securities company, commercial bank, or 

financial institution. Established under specific laws, this authorized representative is then 

designated the applicant’s financial advisor. A list of authorized financial advisors, approved by the 

SEC, is available through the SET webpage. The selected financial advisor can also act as an 

underwriter for the applicant’s IPO. The authorized financial advisors and underwriters, approved 

by the Thai SEC for instance, Asia Plus Securities Public Company Limited, Kim Eng Securities 

(Thailand) Public Company Limited and KGI Securities (Thailand) Public Company Limited.  

To file a listing application, the applicant may either submit a listing application to the exchange 

(for the large companies submit the SET and for the SMEs submit to the mai) following the SEC 

approval of the public offering, or submit listing and public offering applications to the SET (mai) 

and SEC simultaneously, so called ‘Parallel Listing’ (See Figure 2.1 and Figure 2.2). The 

consideration of the listing application by the Exchange will normally be completed within 30 days, 

after all required documents and information has been submitted to the Exchange. In practice, 

however, the exchange may complete consideration of the listing application within 10 days after 

all required documents and information are submitted to the exchange.  

To coordinate the listing activities with the SET or the mai and prepare listing documents, the 

applicant appoints a financial advisor as mentioned previously. The advisor manages the public 

offering procedure. A successful procedure can be summarized, in Figure 2.2 and more details in 

Figure 2.3. The average time for the approval process from the first application to issue date 

generally takes two to three months; however, this can be as long as a year (SET 2008). Investors 

wish to subscribe to the IPO are required to pay in advance and the issuer earns interest on all 

money deposited, even if over subscribed (Chowdhry and Sherman, 1996).  

As shown in Figure 2.5, the IPO parallel listing procedures are summarized as follows. First, the 

initial public offering application is submitted to the SEC through an authorized finance and 

securities company. Second, the SEC starts counting from Day 1 (of 45 days) when all the 

additional documents required are submitted. Third, after day 30 of the IPO filing, the applicant 

wishes to list on the SET (mai) may submit a formal listing application to the SET (mai). Forth, 

during this period the SET (mai) also assesses the listing application. The SET (mai) then makes a 

preliminary review of the documents as to their validity and completeness. Unless there are some 
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expected developments, the SEC should approve the IPO request with the prospectus by 45 days of 

consideration. Fifth, the SET (mai) starts counting from day 1 (of 30 days) when all the traditional 

documents required, and extra information, are submitted. The SET (mai)’s assessment process 

including, a company visit, company management interview, listing officer’s analysis, listing sub–

committee consideration and finally consideration by the SET’s Board of Governors. Sixth, the SET 

(mai) acknowledges the company about the above process. Seventh, applicant submits all the 

remaining documents required such as the listing agreement, silent period agreement and listing 

fees. Eight, the applicant carries out and completes initial public offering. Ninth, once the 

applicant’s shares distribution has been achieved successfully, the SET (mai)’s approval of the 

requested listing is granted. Tenth, trading in the applicant’s shares finally commences. 

Figure 2.1: Parallel ‘going public’ and ‘listing’ procedures in Thailand 

 
 

 

 

‘Going public’ by       ‘Being listed’ by 

IPO application        listing application 

 

45 days after all required       7 days after all required 

documents are submitted       documents are submitted 

 

 

 

 

 

       Share distribution  2 working days 

 

 

 

SEC 

 

IPO approval 

 

SET (mai) 

 

Public offering 

Listing pre-approval 

 

Minor shareholding 

requirement is fulfilled 

 

Trading begins 

 

‘Public Company 

Limited’ 

 
Lawyer 

 

Financial advisor 

 
Auditor 

 
Evaluator 

 



 

 

 

13 

Figure 2.2: Timeframe of parallel ‘going public’ and ‘listing’ procedures in Thailand 
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2.2.3 Preparation of listing 

To list on the exchange the companies shall prepare themself properly in order to be 

ready for listing. The preparation for listing of common shares is scheduled as follows.  

During 3 to 6 months before listing application filling, the entrepreneurs should study 

the relevant rules and regulations such as the Public Company Act of 1992, SEC rules 

and regulations governing the issue and the offering of securities to the public, and SET 

listing rules and regulation; appoint a financial advisor approved by the SEC; discuss 

company information with a financial advisor in order to examine the applicant’s 

qualifications and make appropriate adjustment as needed in accordance with relevant 

requirements; plan for information preparation and make schedules; restructure 

shareholding of the applicant and the other companies in the group, eliminate existing 

or potential conflict of interest, and establish good corporate governance; prepare 

financial statements and other accounting reports in line with acceptable accounting 

standards; and establish an audit committee and appoint independent directors.  

During 2 to 5 months before listing application filling, the entrepreneurs should 

transform from private limited company (Company Limited) to public limited company 

(Public Limited Company); prepare an initial public offering (IPO) application and 

relevant documents; plan for and study pricing and distribution of securities; prepare 

public relations plan. During 1 to 2 months before listing application filling, the 

entrepreneurs should establish provident fund; appoint share registrar; submit IPO 

application to the SEC; prepare for company visit and management interview by the 

SEC and prepare listing application and relevant documents.  

During a listing application is filed (the exchange complete consideration of a listing 

application within 30 days), the entrepreneurs should submit a listing application to the 

exchange; prepare for company visit and management interview by the exchange (For 

parallel application filings, the SEC and the SET will visit the company together); 

distribute shares to the public; submit share distribution report and other required 

documents to the exchange; trading begins within three days after share distribution 

report and other required documents have been submitted to the exchange. 

However, the preparation period which mentioned previously is an estimation based 

under the assumption that the overall qualifications of the applicant primarily comply 

with SET listing requirements with only slight, adjustments, if any, required After 

offerings the newly issued share for sale to the public, companies undertake securities 
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settlement with the holders in accordance with SEC regulations and disclose 

information on a continual basis to give investors information for making investment 

decisions. The company should file an updated report on the use of funds received from 

the capital increase, assuring its shareholders that the previously published objectives 

are being followed. A report shall be filed every 6 months, within 30 days of June 30 or 

December 31, until the whole of the increased capital has been deployed.  

2.3 Thai IPO market 

The Thai equity market, as elsewhere, comprises a primary market and a secondary 

market. The primary market is where IPOs and subsequent issues are first made 

available to the public and lies under the supervision of the Thai Securities and 

Exchange Commission (SEC) (2009). A company wishing to issue an IPO must first 

apply for SEC approval and satisfy its filing requirements prior to allowing the 

company to list and trade on this market. However, in contrast to many other national 

markets, there are two primary markets in Thailand: the Stock Exchange of Thailand 

(SET) (2009) and the Market for Alternative Investments (mai) (2009). The SET is the 

main board for large public limited companies with at least THB 300 million (AUD1 = 

THB30) of paid-up capital (SET 2008), while IPOs for small-and-medium-sized 

enterprises (SMEs) with paid-up capital between THB 20 and 300 million are generally 

able to list on the mai (mai 2008).  Some basic background of the SET and the mai 

provided as follows. 

2.3.1 The Stock Exchange of Thailand (SET) 

The SET was established in 1961 as an outcome of the Thai government’s five-year 

National Economic and Social Development plan (NESD). The objective of this plan 

was to support the economic growth and stability of the country in addition to 

developing a higher standard of living.  When the basic legislative framework was in 

place, the SET officially commenced trading on April 30, 1975. Since then, the SET has 

grown significantly in size and trading activities, with the total number of listed 

companies increasing from 21 in 1975 to 475 in 2007. Securities traded on the SET 

include common stock, preferred stock, depository receipts, unit trusts, warrants, 

derivative warrants and transferable subscription rights. Trading of common stocks, 

however, dominates all other securities. By the end of 2007, the number of common 

stock issues had grown to 491 alongside 10 issues of preferred stock, 1 depository 

receipt, 8 unit trusts, and 71 warrants of various types; a total of 581 individual 

securities.  
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To support the continuous development of the stock market, the SET, in 1995 has 

launched SET50 Index, the first large-cap index of Thailand. The index was initially 

designed to be an underlying index for the derivative instruments, and to provide a 

benchmark of investment in the SET. The SET50 Index contains the large market 

capitalization and high liquidity stocks. The SET50 Index rose to 630.73 by the end of 

2007. To facilitate investors with an additional benchmark Index, in 2005, the SET 

released SET 100 Index as a new sizable index. Moreover, the SET took into account 

the investability of constituent stocks by considering the distribution of shares to minor 

shareholders (free float) in the selection criteria.  

The SET Index closed at 858.10 points at the end-2007, an increase of 26% from 679.84 

points at the end-2006. The index’s highest point was 915.03 and its lowest was 616.75. 

SET’s total market capitalization climbed 31% to THB 6.64 trillion in 2007, from THB 

5.08 trillion in 2006. The burse’s total turnover was THB 4.19 trillion, a 6% increase 

from THB 3.96 trillion in the previous year. The daily average turnover of the main 

board was THB 17,097 million. Market dividend yields fell from 4.23% in 2006 to 

3.31% in 2007, while the market price-to-earnings ratio (market P/E ratio) rose to 12.63, 

from 8.10 in 2006 (See Table 2.1). Currently in the Asia-Pacific, the SET is the 

fourteenth-largest market by capitalisation, thirteenth largest in terms of the number of 

listed companies and twelfth fastest by turnover velocity (WFE 2007). 

 

Table 2.2: SET market data, 2003–2007 

 Year 2003 2004 2005 2006 2007 

SET Index1 772.15 668.1 713.73 679.84 858.1 

SET50 Index2 50.91 46.87 502.85 473.27 630.73 

SET100 Index3 - - 1,092.64 1,033.38 135.47 

Market dividend yield (%) 1.81 2.75 3.37 4.23 3.31 

Market P/E ratio 13.65 9.4 9.4 8.1 12.63 

Market P/BV  2.71 2 1.91 1.65 2 

Total turnover value (million baht) 4,670,281.49 5,024,399.25 4,031,240.02 3,956,262.03 4,188,776.73 

Daily average turnover value (million baht) 18,908.02 20,507.75 16,454.04 16,280.91 17,097.05 

Capital mobilized by listed companies4 (million baht) 170,182.37 77,576.62 119,848.98 135,712.86 88,044.37 

Newly listed companies 21 36 36 12 7 

  - subscription value5 (million baht) 18,646.01 36,204.57 17,934.07 17,013.99 12,773.00 

Delisted companies 4 7 9 4 7 

Number of listed companies 408 440 468 476 475 

Number of listed securities 505 541 576 584 581 

  - common stocks6 410 442 476 488 491 

  - preferred stocks 10 10 9 9 10 

  - depository receipts - 1 1 1 1 
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 Year 2003 2004 2005 2006 2007 

  - unit trusts 9 9 8 7 8 

  - warrants 75 79 82 79 71 

  - derivative warrants 1 - - - - 

  - transferable subscription right - - - - - 

Total capitalization7      

  - par value (million baht) 2,018,092.84 1,372,975.68 1,326,154.86 1,328,459.15 1,351,278.22 

  - market value (million baht) 4,789,857.03 4,521,894.55 5,105,113.48 5,078,704.89 6,636,068.73 

Number of brokers 37 37 39 39 39 

Notes: 1. SET Index = Current market capitalization  of all listed common stocks/ Market capitalization of those common stock 

on based date (April 30, 1975). 2. SET50 Index’s based date is August 16, 1995. SET adjusted the base from a 100-point to a 

1,000-point scale on May 3, 2005. This enabled the SET50 and SET100 Indices to use same 1,000-point scale. 3. SET100 

Index was launched on May 3, 2005. In calculating this index, securities price from April 29, 2005 formed the base value. The 

base index starts at 1,000.00. 4. Total new capital was raised during the period by equity issuance. 5. Subscription value 

includes initial public offering (IPO) shares. 6. Common stocks include property fund. 7. Excluded from calculation since 

1999: depository receipts, unit trusts, derivative warrants, debentures and convertible debentures.  

At the end of 2007, there were 8 industry groups and 26 business sectors classified by 

the SET. As shown in Table 2.3, SET industry and business sector comprise agro and 

food (AGRO): agribusiness (AGRI), food and beverage (FOOD); consumer products 

(CONSUMP): fashion (FASHION), home and office products (HOME), Personal 

products and pharmaceuticals (PERSON); financials (FINCIAL): banking (BANK), 

finance and securities (FIN), insurance (INSUR); industrials (INDUS): automotive 

(AUTO), industrial materials and machinery (IMM), packaging (PKG), paper and 

printing materials (PAPER), petrochemical and chemicals (PETRO); property and 

construction (PROPCON): construction materials (CONMAT), property fund 

(PFUND), property development (PROP); resources (RESOURC): energy and utilities 

(ENERG), mining (MINE); services (SERVICE): commerce (COMM), health care 

services (HELTH), media and publishing (MEDIA), professional services (PROF), 

tourism and leisure (TOURISM),  transportation and logistics (TRANS); and 

technology (TECH): electronic components (ETRON), information and Communication 

Technology (ICT). The SET industry is adopted to classify only the large companies 

that listed on the SET whereas the SMEs are classified separately as they are only 

eligible to list on the mai.  

Table 2.3: SET industry classification 

Industry Business sector 

Agro and food (AGRO) Agribusiness (AGRI) 

Food and beverage (FOOD) 

Consumer products (CONSUMP) Fashion (FASHION) 

Home and office Products (HOME) 

Personal products and pharmaceuticals (PERSON) 
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Industry Business sector 

Financials (FINCIAL) Banking (BANK) 

Finance and securities (FIN) 

Insurance (INSUR) 

Industrials (INDUS) Automotive (AUTO) 

Industrial materials and machinery (IMM) 

Packaging (PKG) 

Paper and printing materials (PAPER)  

Petrochemical and chemicals (PETRO) 

Property and construction (PROPCON) Construction materials (CONMAT) 

Property fund (PFUND) 

Property development (PROP)  

Resources (RESOURC) Energy and utilities (ENERG) 

Mining (MINE) 

Services (SERVICE) Commerce (COMM) 

Health care services (HELTH) 

Media and publishing (MEDIA) 

Professional services (PROF) 

Tourism and leisure (TOURISM) 

Transportation and logistics (TRANS) 

Technology (TECH) Electronic components (ETRON) 

Information and Communication Technology (ICT)  

Notes: Symbol of industry and business sector are in the bracket.  

 

2.3.2 The Market for Alternative Investment (mai) 

The Thai mai, the sister bourse of the SET, was established under the Securities 

Exchange of Thailand Act on November 11, 1998, with operations officially 

commencing on June 21, 1999 and trading starting on September 17, 2001. The launch 

of the mai represented a significant step in the development of the Thai capital market, 

and was originally aimed at providing opportunities for SMEs to access long-term 

capital for business expansion. This is because SMEs play a major role in generating 

and sustaining growth, employment and trade. For instance, SMEs account for some 96 

percent of all Thai businesses [the Office of Small and Medium-Sized Enterprises 

Promotion (2009) defines small (medium) enterprises in Thailand as those with fewer 

than 50 (more than 50 but not more than 200) employees or fixed assets not exceeding 

THB 50 (more than THB 50 but not more than THB 200) million]. More recently, the 

mai has focused on the subset of young, high-growth, innovative and knowledge-based 

SMEs. Here, as elsewhere, the mai’s purpose is not only to create new fund-raising 

opportunities for innovative business with high growth potential, but also to provide a 

greater range of investment alternatives for Thai and international investors.  
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Table 2.4: mai market data, 2003–2007 

 Year 2003 2004 2005 2006 2007 

mai Index   343.7 188.07 158.23 193.43 272.37 

Total turnover value (million baht) 30,191.46 34,220.73 35,940.95 27,413.75 83,043.19 

Daily average turnover value (million baht) 122.23 139.68 146.7 112.81 338.95 

Capital mobilized by listed companies (million baht) 406.06 456.53 170.71 300.15 1,478.59 

Newly listed companies 6 14 14 6 6 

  - subscription value1 (million baht) 764.8 1,399.99 1,414.38 812.58 764 

Delisted companies 5 - 1 - - 

Number of listed companies 13 24 36 42 48 

Number of listed securities      

  - common stocks 13 24 36 42 48 

  - warrants 2 3 2 2 6 

Total capitalization2      

  - par value (million baht) 1,769.99 2,669.25 4,427.15 6,501.99 7,765.38 

  - market value (million baht) 13,691.17 11,702.88 14,314.20 21,809.50 38,268.98 

Notes: 1.Subscription value includes initial public offering (IPO) shares. 2. Excluded from calculation since 1999: 

depository receipts, unit trusts, derivative warrants, debentures and convertible debentures.  

Securities traded on the mai include common stocks and warrants. Common stock, 

however, is a major trading security for this market. As shown in Table 2.3, by 

December 2007, 54 individual securities were listed on the mai, comprising 48 common 

stocks and 6 warrants. The mai Index was launched on September 3, 2002. The mai 

Index closed at 272.37 points at end-2007, climbing 41% from the 193.43 points at the 

end-2006. The mai market capitalization swelled to THB 38,269 million in 2007, up 

75% from 2006’s THB 21,810 million. The mai’s total turnover soared to THB 83,043 

million, up by 203% on THB 27,414 million in 2006. Market dividend yields fell 

slightly from 3.91% in 2006 to 3.22% in 2007, while the market P/E ratio increased to 

12.35 at end-2007 from 9.26 at end-2006. Since the mai was established, however the 

industry classification has not been constructed for the listed SMEs.  

2.4 Institutions for IPO supervision 

There are two institutions supervising and relating to the IPO activity in Thailand that 

are the Department of Business Development (DBD) and the Securities Exchange and 

Commission (SEC). The detail of these two as follows.  
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2.4.1 The Department of Business Development (DBD) 

The DBD is one of the Ministry of Commerce (MOC)'s departments of the Royal Thai 

Government that was established to serve Thai enterprises' businesses. DBD changed its 

name from the Department of Commercial Registration according to the reengineering 

effective from 3 October 2002 as enacted in the Organization of State Administration 

Act (Fifth Amendment) B.E. 2545 and the Act Amending Ministry, Sub-Ministry and 

Department B.E.2545. The main duties of the DBD are business registration, business 

promotion and development, business accounting and e-commerce services (DBD 

2008a).  

Business registration is one of the most important duties of the DBD. Any business 

owners that wish to conduct business in Thailand shall request the registration at the 

head office of the enterprise located in. In order to decide whether which type of 

business registration is, the entrepreneur must realize various components of business 

operation such as nature of business, capital, business capability, etc, in order to succeed 

in business and maximize the profit. In present, the business registration can be divided 

into three general types: sole proprietorships, partnerships and limited companies 

including private and public limited companies (DBD 2008c; BOI 2009). The type of 

business registration is also categorized by the nature of business. A sole proprietorship 

is a business owned by one person with unlimited liability, while a partnership is 

characterized by liability of the partners. A private limited company is one whose shares 

are subscribed to and at least 25 percent of the subscribed shares must be paid up. There 

is no established minimum level of capitalization. However, the type of business 

registration can be modified or changed if it meets the criteria specified by the Thai law 

and the government’s rules, for instance, transforming the partnership to company 

limited or transforming the company limited to public company limited.  

The main duty of DBD concerning an IPO, therefore, is registration services of the 

transformation from the ‘Company Limited’ to ‘Public Company Limited’ registered 

firms. Figure 2.1 provides the details of transformation from the ‘Company Limited’ to 

the ‘Public Company Limited’. If the ‘Company Limited’ decide to raise capital by 

going public (launching an IPO), they must first submit the request for registration 

transforming the ‘Company Limited’ to ‘Public Company Limited’ at the commercial 

registration office at the DBD prior to the submission of the application to the SEC 

otherwise the SEC will not accept the IPO application. Moreover, after the application 

of public company limited approved and company successfully listed on the stock 
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market, it obligates the companies to submit the financial statements to the DBD at the 

end of each financial year. The transforming duration from the ‘Company Limited’ to 

the ‘Public Company Limited’ takes approximately 1-2 months (DBD 2008a).  

At the end of 2007, there was a total of 9,056 companies registered for establishment 

(THB 50,835.64 million of registered capital of establishment) and 6,651 companies 

registered for dissolution at the DBD (THB 50,835.64 million of registered capital of 

dissolution). The top five industries registered for establishment were wholesale and 

retail trade, repair of motor vehicles, motorcycles and personal, and household goods 

(2,915); real estate, renting and business activities (1,886); construction (1,402); 

manufacturing (977); and transport, storage and communications (693). The top five of 

industries registered for dissolution were wholesale and retail trade, repair of motor 

vehicles, motorcycles and personal, and household goods (2,798); real estate, renting 

and business activities (1,117); manufacturing (889); construction (848); and transport, 

storage and communications (379). The total number of companies in existence at the 

DBD was 558,065 over the country, including limited companies, limited partnerships, 

and ordinary partnerships (557,193) and public companies limited (872).  

When the private company, so called ‘Company Limited’ wishes to go public by 

launching an IPO, they must make an internal agreement within the company first prior 

to make an application to register the transformation to be the ‘Public Company 

Limited’ at the DBD. The internal agreement of the company normally takes between 5 

to 9 weeks depending on the vote ratio of the shareholders for each meeting. The 

internal agreement process can be explained as follows. Firstly, the board of director 

agrees to invite the shareholders to attend the meeting. There are minimum two 

meetings for the shareholder’ votes as the requirements set by Thai law. Once the board 

agrees, the notice letters of proposing transformation will be distributed to the 

shareholders within 7 days. However, the first meeting must be held 14 days but not 

greater than 6 weeks after the first meeting agendas are distributed. During the first 

meeting, if the shareholders agree to go public via IPO by 3/4 voted, the second meeting 

will be arranged within 7-14 days. The second meeting, the shareholders must vote to 

go public by 2/3 otherwise the next meeting will continue. If the second meeting is 

satisfied, the shareholders set the new board and the former one will transfer the duties 

to the new board. The internal documents are then signed up, which is all that is needed 

for going public (See Figure 2.3).  
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2.4.2 The Securities Exchange and Commission (SEC) 

Under the Securities and Exchange Act (SEA) of 1992 announced on 16 March 1992, 

the SEC was established as the sole supervisor of the entire Thai securities industry on 

17 May 1992. The SEC takes responsibility for regulating both the primary and 

secondary markets. In the primary market, the market of the initial public offering 

common stock first placement, the SEC examines and analyses the financial conditions 

and operations of the issuer before permitting the company to issue securities to the 

public. The issuer can then seek to list its securities on the SET or the mai depending on 

the paid up capital that they have. In order to protect listed companies and investors 

from any wrong-doing, the SET and the SEC have adopted a surveillance system for 

watching stock, as well as the detection of irregular patterns of price and volume 

movements. The policies are designed to ensure quality of the products. For example, 

information disclosure of listed companies is strongly regulated as listed companies are 

required to disclose reliable and adequate information in order to provide greater 

investor protection. Listed companies must file quarterly and annual audited financial 

statements within a short time after the end of each period. Information that may affect 

shareholders’ interests must be reported at least one hour prior to the next trading 

session. In addition, the SET designs the supervision to inform investors after the 

change occurring regarding to the listed company. However, the enforcement is rather 

questionable although the regulation is quite strict. The requirements and procedures 

organized by the SEC that IPOs must follow are detailed in the following section. 

Figure 2.4 shows the regulatory framework of the Thai capital market.  
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Figure 2.3: Transformation from ‘Company Limited’ to ‘Public Company Limited’ 
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Figure 2.4: Regulatory framework of the Thai capital market 

 

 

 

   

 

 

 

 

 

 

Public limited companies (and in case of shares, their shareholders) may offer and sell 

both equity and debt securities to the general public whereas private limited companies 

can issue (non-convertible) debt securities only. The provision in the SEC Act 

specifically permitting the issue of debt securities by a private limited company 

overrides Section 1229 of the Civil and Commercial Code which provides that 

“debentures may not be issued by the company”. In general, all public offers of newly 

issued securities require the prior approval from the Office. All persons who offer 

securities for sale to the general public (whether by way of initial public offer or sale of 

securities already issued) must file a registration statement and a draft prospectus with 

the office. The Act specifically permits a simultaneous application for approval and 

filing or the registration statement and draft prospectus. Simultaneous filing saves time 

as the SEC has 45 days within which to consider the application, and there is a 

mandatory “cooling-off” period of 45 days after the registration statement and 

prospectus have been filed with the Office. Certain limited publicity with respect to the 

offer is permitted prior to the effective date of the registration statement and draft 

prospectus. It was reported that starting in January 2000, the SEC will place increasing 

importance on good corporate governance and internal controls in evaluating 

applications to issue securities. On 15 December 1999, the SET’s first revised listing 

regulation came into effect. The most updated revision of listing requirements is in 

March 2009.  
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2.5 IPO activity in Thailand  

Common stocks have been primary securities traded on the SET and the mai since they 

were first established. Any companies want additional capital, they have utilized these 

markets as a main source of funding. As shown in Figure 2.6, past IPO activity in 

Thailand can be readily divided into three periods: (i) the period of beginning from 

1975 to 1986: (ii) a period of rapid economic growth from 1987 to 1996: (iii) a period 

of ‘crisis’ and ‘post crisis’ from 1997 to the present (Lonkani and Firth, 2005).  The first 

period, it is a period of starting and developing of the Thai capital market, therefore, few 

IPOs were listed on the market during this period. The second period from 1987 to 

1996, it is a period of Thai economic growth– Thailand was commonly known as a fifth 

Asian tiger; the SET Index opened the year of 1994 at 1,753.73 points which was the 

highest Index in Thailand since the SET established. Therefore, Thailand enjoyed rapid 

economic growth and many firms used the stock market as a major source for external 

funding. The third period began with the Asian financial crisis that started in July 1997. 

The effects of the crisis and its aftermath still linger today and, as a result, the number 

of IPOs remains below the levels set in the late 1980s and the early and mid 1990s. 

To summarize the number of newly listed companies and attribution rate of IPOs on the 

Thai stock market, during the first period, 103 IPOs were listed at an average rate of 

nine IPOs per year. However, the number of IPOs began to grow rapidly during the 

second period with 376 issues (or an average of 38 IPOs per year) by some 280 listed 

companies (an increase of 251.32 percent). According to the mai was first established in 

1999 and started trading common stocks in 2001, the newly listed SMEs were not 

included in the first and second periods. By the third period, the number of total listed 

companies had increased by approximately 425.09 percent since the SET was 

established. During this time, only 200 IPOs were listed or just 18 IPOs per year. 

Nevertheless, since 1975 the total number of listed companies in the Thai stock market 

has on average increased by some 16 companies per year.  
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Figure 2.5: Number of newly and existing listed companies on the SET and mai, 1975-

2007 
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2.6 Concluding remarks  

Although there are some kinds of warrants and convertible debentures traded in the Thai 

stock market, they are not preferred and liquidate as much as the common stocks, so call 

IPOs. This chapter studies the structure of Thai IPO market. Statistics and stories from 

the decade of the 1990s suggest that Thailand’s IPO market performed satisfactorily by 

average and it is now substantially developed to be the prime mover for the Thai 

economy.  

A company wishing to issue an IPO must first apply for the SEC approval and satisfy its 

filing requirements prior to allowing the company to list and trade on this market. 

However, in contrast to many other national markets, there are two primary markets in 

Thailand: the Stock Exchange of Thailand (SET) (2009) and the Market for Alternative 

Investments (mai) (2009). The SET is the main board for large public limited 

companies with at least 300 million baht (AUD1 = THB30) of paid-up capital (SET 

2008), while IPOs for small-and-medium-sized enterprises (SMEs) with paid-up capital 

between 20 and 300 million baht are generally able to list on the mai (mai 2008).  The 

SET and mai perform the crucial function of facilitating capital formation in the Thai 

economy.  
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There are two primary institutions relating to private companies wishing to go public by 

launching an IPO: The Department of Business Development (DBD) and the Securities 

Exchange and Commission (SEC). The DBD involves transforming the company 

registration status from private to public company. Consequently, public companies 

transformed from the DBD will launch application to go public at the SEC. During the 

SEC application, company can apply listing on the SET (mai) depending on the 

company’s qualification. The SEC is an organization regulator of the public companies 

after they have gone public.  

In terms of IPO activity in Thailand, it is divided its period by the economy situation. 

The early stage since the stock market established (1975) to 1986. A hot market stage is 

from 1987 to 1996 and the last stage is from bubble burst stage (1997) to present 

(2007). By 2006, Thailand ranked sixth in number for the total capital raised and the 

total number of completed IPOs in the Asia-Pacific- after China, Japan, India, South 

Korean and Australia (Ernst and Young 2006). To compare the activity of Thai IPO 

with other emerging markets in the SEA nations , by 2007 Thailand ranked number two 

for the total newly listed companies after Indonesia and number two for the market 

capitalization value before Malaysia and the Philippines and– after Indonesia (WFE 

2007). Overall, Thailand offer attractive alternatives for investment. Thailand identified 

earlier 2008 as one of 13 new emerging economies in PwC’s World in 2050 report, also 

ranked in the top 20 for the manufacturing and services industries (PwC 2008). 

However, the challenge will be navigate through potential political and economic 

changes to ensure continued success.  
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CHAPTER 3 

LITERATURE REVIEW  

 

3.1 Introduction 

Initial public offering (IPO) is also referred to as a ‘public offering’ is the first sale of a 

stock by a private company to the public. IPOs are often issued by smaller, younger 

companies seeking capital for expansion, but can also be done by large privately owned 

companies looking to become publicly traded.  In an IPO, the issuer obtains the 

assistance of an underwriting firm, which helps it determine what type of security to 

issue (common or preferred), the best offering price and the time to bring it to market. 

IPOs can be a risky investment. For the individual investor, it is tough to predict what 

the stock will do on its initial day of trading and in the near future because there is often 

little historical data to analyse the company. Also, most IPOs are of companies going 

through a transitional growth period, which are subject to additional uncertainty 

regarding their future values.   

Chapter two provided some basic information on the Thai IPO market, including the 

parties involved in IPOs in Thailand and addresses an overview of the regulatory 

framework for going public in Thailand, including the listing requirements, process and 

preparation. This chapter provides an overview of the literature related to the three 

studies presented in this thesis and identifies the unanswered questions in the extant 

literature that these studies aim to resolve. The chapter is organized as follows. Section 

3.2 completes the theories and empirical predictions of IPO activity concerning why 

companies decide to go public, costs and benefits of going public included. Section 3.3 

provides the theories and empirical evidence of IPO (under)pricing. The theories and 

empirical evidence of performance in the long run are reviewed in Section 3.4. Section 

3.5 contains concluding remarks.  

3.2 IPO activity 

This section reviews the literature and provides some empirical evidence concerning 

going public by making an IPO. This section will intentionally neglect the extensive 

literature on underpricing and underperformance in the long run of IPOs, as this will be 

comprehensively summarized in the following sections.  

The decision to go public is complex and not easy to incorporate in a single hypothesis, 

nor discuss comprehensively in a brief review. However, like all other aspects of 
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corporate financial decision-making it involves the relative evaluation of costs and 

benefits, both from a financial perspective and, more broadly, its influence on firm 

strategic behaviour and corporate governance (Pagano et al., 1998).  

3.2.1 Costs of going public 

Starting with costs, the IPO literature discusses both direct costs, including underwriting 

costs and professional advising fees, and the indirect costs of going public, such as 

adverse selection costs, increase disclosure requirements and public scrutiny. The costs of 

going public are detailed as follows. 

The initial and subsequent expenses associated with an IPO can discourage companies 

from going public (Ritter, 1987; 2003a). Going public generally implies considerable 

direct costs, including underwriting costs, various professional fees and so on. For 

instance, in the United States, IPO costs are typically 7 percent of gross proceeds (Ritter, 

1987; Chen and Ritter 2000) and approximately 3.5 percent of gross proceeds in Italy 

(Pagano et al., 1998). However, as these direct listing expenses does not generally 

increase proportionally with the size of the IPO, it is generally more cost-effective for 

larger firms to list. In terms of indirect IPO costs, the two main influences are adverse 

selection and loss of confidentiality.  

First, adverse selection costs are considered as an indirect cost including underpricing, 

loss of confidentiality and managerial time. Adverse selection occurs when (some) 

investors are less informed than the issuers about the true value of the firm going public, 

which causes underpricing. Leland and Pyle (1977), and Rock (1986) proposed the 

same conclusions about adverse selection and moral hazard issues of an IPO. 

Chemmanur and Fulghieri (1999) developed a theoretical model of going public, in 

which they highlighted adverse selection as the main issue of IPO. The authors based 

the model on the three most important differences between private and public 

companies. Chemmanur and Fulghieri (1999) argued that IPO is more suitable for 

large and mature companies, while small firms prefer private placement or bank 

borrowing where investors’ risk can be easily decreased by monitoring. The authors 

also suggested that there is a negative relationship between operating performance and 

ownership post-listing.  

Second, Campbell (1979) first highlighted the loss of confidentiality as a determinant of 

the firm going public in that the information disclosure entailed harms the competitive 

advantage of the listed company in terms of future projects and marketing strategy. 

Moreover, companies that report lower incomes to take advantage of tax minimization 
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schemes prefer to keep this information confidential and therefore they are less likely to 

go public. Yosha (1995) also suggested that companies with higher information 

sensitivity more often deter from an IPO as a source of finance as the costs of 

information disclosure are excessive. R&D may also have a role to play, and 

Maksimovic and Pichler (2001) provided empirical evidence about the link between 

technological innovation and IPOs and concluded that the timing and occurrence of IPOs 

depends critically on the industry.  

3.2.2 Benefits of going public 

The decision to go public is complex and cannot be explained by one single theory 

because firms seek multiple benefits in going public. A large number of factors have also 

been proposed to account for the benefits of going public, such as rising capital, 

overcoming financing (borrowing) constraints, financial flexibility and greater 

bargaining power with banks, stock liquidity, risk sharing and portfolio diversification, 

change of control, increase the set of potential investors, exit strategy, mergers and 

acquisitions (M&A), external monitoring and better corporate governance, investor 

recognition and reputation, creditability and publicity. 

First, the most well known benefit of going public is to raise capital. Chemmanur and 

Fulghieri (1999) argued that the firm’s choice of going public is about broadening their 

investor base to raise capital and Ritter and Wealth (2002) suggested that most firms go 

public primarily to raise new capital for growth. Kim and Weisbach (2008) examined 

IPOs from 38 countries and find that almost all firms raise a substantial amount of new 

capital in the IPO, but the new funds raised in the IPO are used for several purposes in 

addition to financing growth, such as rebalancing leverage and increase cash balances. 

Second, the IPO may serve to help overcoming borrowing constraints. Entrepreneurs 

with relatively limited personal wealth often establish high-growth firms or they may 

dislike investing more of their own funds. Simultaneously, when there is a sizeable time 

lag between investment in new projects and cash generation, debt financing may not be 

suitable. According to Myers and Majluf’s (1984) pecking order theory, firms will first 

deploy internal equity to meet their financing needs, then external debt and lastly external 

equity.  

Third, the IPO process may provide financial flexibility and greater bargaining power 

with lenders such as banks. By gaining stock market access and in the process of 

disseminating information to investors, firms encourage competition for outside 

financing and generally receive a lower cost or larger amount of credit (Rajan, 1992). 
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Huyghebaert and Hulle (2006) also suggested that going public is one way of enhancing 

flexibility in financing. Fourth, Amihud and Mendelson (1986) and others concluded that 

exchange listing enhances stock liquidity, which in turn increase firm value. Maug (1998) 

argued that stock liquidity is valuable for managerial incentive schemes and argues for a 

positive correlation between liquidity and external monitoring. Likewise, Pagano and 

Röell (1998) suggested that high-investment companies are more likely to go public 

unlike smaller firms that choose to avoid the diffusion of post-listing stock ownership 

(Booth and Chua, 1996; Bolton and von Thadden, 1998; Mello and Parsons, 1998).  

Fifth, risk sharing and portfolio diversification is another important motivation for going 

public, see Pagano (1993), Stoughton and Zechner (1998), and Chemmanur and Fulghieri 

(1999). This line of research suggests that riskier firms are more likely to go public 

Evidence provided in Meulbroek (2001) supported the argument that owners of high-risk 

firms will offer a sizable fraction of their shares. However, because risk falls, we expect a 

reduction in the profitability of firms post-listing, and this phenomenon is consistent 

with various studies of developed markets, see, for instance, Degeorge and Zeckhauser 

(1993), Mikkelson et al., (1997), Jain and Kini (1994), Pagano et al., (1998), and Pástor 

et al., (2009).  

A sixth benefit of going public is a lower cost of capital. For example, the trade-off theory 

implies that firm go public to achieve an optimal capital structure and to lower their cost 

of capital [see Scott (1976) and Modigiliani and Miller (1963)]. Myers and Majluf (1984) 

provided the pecking order theory and support the going public theories of increase 

capital funds, debt and equity.  Holmstrom and Tirole (1993) argued that firms can reduce 

their cost of capital by obtaining cheap financing directly from the capital markets while 

Diamond (1991) and Holmstrom and Tirole (1997) suggested that a firm with a high 

fraction of external intermediated finance are more likely to go public. Seventh, Zingales 

(1995) argued that going public can maximize the total proceeds from eventual sale of the 

firm. For instance, Pagano et al., (1998) provided empirical evidence from Italy that 

control turnover increased post-IPO. 

An eighth benefit of going public is that an IPO on a stock exchange plays the role of 

advertising the firm and improves its recognition among a larger set of investors and 

stakeholders. Merton (1987) explored this aspect in context of the capital asset pricing 

model with incomplete information and shows that the greater the numbers of investors 

that are aware of the company’s securities, the higher the stock price.   

Ninth, Zingales (1995) argued that an IPO is also a first step in the owner’s exit strategy. 
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The owner maximizes the total proceeds from the firms’ eventual sale by selling part of 

the cash flow rights in the IPO, and the ownership control rights at the later stage. Black 

and Gilson (1998) also modeled the IPO decision as an opportunity for the venture 

capitalists to cash out their investments.  

Tenth, Lyandres et al., (2009) argued that firms go public primarily to pursue an efficient 

merger and acquisition (M&A) strategy. They assume that a private firm is uncertain 

about the precise value of its capital. An IPO removes this valuation uncertainty and 

allows the firm to exercise its restructuring options optimally with cash or stock financing 

for acquisitions. Consistent with this theory, Celikyurt et al., (2007) found that there is a 

high incidence of M&A activity among newly public firms in the US, and that the amount 

of post-IPO acquisitions is positively related to the degree of valuation uncertainty and 

market conditions. Brau et al., (2003) argued that an IPO allows firms to create publicly 

trade shares that can be used as a currency for growth through M&A. Further, Brau and 

Fawcett (2006) suggested that the primary motive for going public is to facilitate 

acquisition.  

Eleventh, monitoring is viewed as a benefit in some IPO models. Jensen and Meckling 

(1976) argued that the firm commits to meet the regulations and disclosure requirements 

of the stock exchanges that increase transparency, lower agency costs between managers, 

and majority shareholders and facilitates better corporate governance. However, 

Maksimovic and Pichler (2001) argued enhanced transparency forces the firm to 

disclosure crucial information that may be an advantage to its competitors. Holmström 

and Tirole (1993) also constructed a model to explain how stock market may provide 

managerial discipline. Further, the shareholders of public firms can use the information 

embodied in stock prices to design more efficient compensation schemes for 

management, for example, by indexing their salaries to the stock price or by offering 

stock options (Holmström  and Tirole, 1993; Schipper and Smith, 1986).  

Finally, firms ‘recognizing’ that listed companies in their industry are overvalued also 

have an incentive to go public (Ritter, 1984).  Merton (1987) predicted that an increase in 

investor recognization and shareholder base lowers the firm’s cost of equity and increase 

its value. For instance, Bancel and Mittoo (2001) concluded that European CFOs consider 

enhanced visibility and investor recognization as the most important benefit of listing on 

foreign exchanges. Maksimovic and Pichler (2001) modeled going public as the firm’s 

strategic choice to gain the first-mover advantage in the product market. The public 

trading of stock enhances the firm’s visibility, reputation, and credibility, enabling the 
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firm to raise capital for growth but also forcing the firm to disclose sensitive information 

that may be valuable to its competitors, especially in high-tech industries. 

For the most part, it is difficult to incorporate these often-conflicting hypotheses in a 

single study. The main objective of the current study is to instead take advantage of the 

limited data available, and use these to proxy most, but not all, of the costs and benefits of 

an IPO from the firm’s perspective.  

3.3 IPO pricing 

This section provides the general theoretical explanations for the initial underpricing 

phenomenon and other empirical studies showing explanatory variables as being 

significantly relater to underpricing of new stock issues. One of the more puzzling 

phenomena in finance is the underpricing of new stock issues. Various explanations are 

given from the perspective of asymmetric information, institutional aspects, and 

ownership and control. Foremost among these, the information asymmetry hypothesis 

sees underpricing as an equilibrium occurrence when investors are disproportionately 

informed. As uninformed investors face the consequences of poor judgement when 

other investors are better informed, underpricing arises to compensate uninformed 

investors for the risk of ending up with a less successful IPO. Other studies analysed the 

underpricing from the view of institutional intervention during the process of going 

public, especially the role of investment banks. Other works proposed explanations by 

applying the agency problem framework. The following paragraphs provide details of 

the theories and empirical evidence concerning underpricing for each prospective.  

3.3.1 Adverse selection models 

The assumption of the adverse selection is that investors are differentially informed. 

Investors, on the other hand have superior information than the issuer, for instance, 

investors are more informed about general market demand for shares in the aggregate. 

Issuers face unknown demand for their stocks. 

The adverse selection theory is first developed by Rock (1986). Applying a game theory 

method, Rock offered adverse selection model for the cause of the underpricing. There 

are two groups of investors, informed and uninformed investors. Issuing firms and their 

underwriters are completely uninformed about the true value of the shares on offer, 

while some investors are perfectly informed. The model indicators crowd out the 

uninformed investor group when good issuers are offered, and withdraw from the 

market when bad issues are offered.  
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Winner’s curse imposed to the uninformed investor group. They will receive 

unattractive (overpriced) shares and face competition from attractive (underpriced) 

shares. In the extreme case, they are rationed for underpriced shares, and receive 100% 

of overpriced shares. If this happens, the uniformed investors will withdraw from the 

market, leaving only the informed investor. Rock assumes that the market is dependent 

on the uninformed investors. Thus, in order to induce the uninformed investors to at 

least break even, new shares should be traded at a discount. 

Michaely and Shaw (1994) tested the empirical implications of winner’s curse (adverse 

selection) models of IPO underpricing. The winner’s curse theory of Rock becomes less 

heterogeneous across investor groups. When all outside investors have the same 

information about the firm, there should not be any underpricing. They achieve this 

objective by assuming that informed investors are associated with institutional investors 

because of their size and continuing relationship with the investment bankers. They 

compared underpricing of MLP IPOs, which have special features that make 

institutional investors mostly avoid them, to underpricing of non-MLP IPOs. Second, 

the firm can reduce some of the uncertainty about its prospects by choosing the 

underwriter, thus reducing the need for underpricing (Carter and Manaster 1990).  

The study supports the winner’s curse argument, that is, underpricing is to attract less 

informed investors into the IPO market. In markets where investors know a priori that 

they do not have to compete with informed investors; IPOs are not underpriced. In other 

words, underpricing decreases as information become less heterogeneous across 

investor groups. It is also found that IPOs underwritten by reputable investment banks 

experience significantly less underpricing and perform better in the long run. Further 

studies of reputable underwriters support the finding. 

3.3.2 Principal - agent models 

The principal agent models suggest that to induce optimal use of the underwiter’s 

supervisor information about the demand of investors, the issuing firms can delegate the 

pricing decision to the underwriter. Given this opinion, the underwriters themselves 

would then pick a contract containing a combination of IPO prices and underwriting 

spreads for their compensation. 

Baron and Holmstrom (1980) and Baron (1982) predicted that the more uncertain the 

value of the issuing firm, the greater the asymmetric information between issuers and 

underwriters, and the greater the underpricing. 
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Baron and Holmstrom (1980) characterized the class of price response functions that an 

issuer can induce a banker to choose under a delegation scheme. The authors also 

demonstrate that delegating the pricing decision to the banker can be optimal. This 

analysis is based on the fact that, in placing a new security, an investment banker has an 

opportunity to obtain private information by conducting pre-selling activities during the 

registration period. The task of the issuer is to design a contract that both induces the 

banker to use this information to the issuer’s advantage and provides a disincentive for 

the banker to price the issue too low. 

Another explanation for the underpricing under this context is proposed by Baron 

(1982). Baron assumed that investment bankers posses better information than issuers 

about conditions existing in the capital markets. This issuer optimally delegates the 

offer price decision to the banker. The inability of issuers to perfectly monitor the 

underwriter’s distribution effort results in offer prices set lower than would be in the 

absence of asymmetric information. 

3.3.3 Signalling models  

A study by Ibbotson (1975) is considered to be the first work that gives intuition about 

signaling in IPO. The author examined price performance of common stock new issues 

by looking at both the initial and aftermarket performance (measured by risk adjusted 

returns) on newly issued common stocks, which were offered to the public during the 

1960s. The results confirm that the average initial performance is positive while the 

distribution of returns is skewed. Therefore, the subscriber of a single random new issue 

offering has amount an equal chance for gain or loss. Positive initial performance along 

with aftermarket efficiency indicates that new issue offerings are underpriced.  

An IPO can signal its prospects by underpricing its initial returns. Allen and Faulhaber 

(1989) developed a model that is consistent with the evidence of the existence of ‘hot-

issue’ markets for initial public offerings. The model assumes the firm knows more 

about its prospects. It shows that in certain circumstances, firms with the most 

favourable prospects find it optimal to signal by underpricing their initial issue of 

shares. Moreover, investors know that only the best can recover the cost of this signal 

from subsequent issues. 

Grinblatt and Hwang (1989) developed another model of signaling in IPOs. The model 

consists of two signals, retention rate and the level of underpricing, that explain new 

issue underpricing. In this model, both the fraction of the new issue retained by the 

issuer and the variance of its offering price convey the unobservable intrinsic value of 
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the firm and the variance of its cash flows to investors. The intuition is that owners can 

reveal their knowledge of high future cash flows by retaining a larger fraction of equity 

in the firm. This implies that under-diversification is more costly to the owners of high 

variance firms than those of low variance firms. 

Welch (1989) presented a signaling model in which high quality firms underprice at the 

IPO in order to obtain a higher price at a seasoned offering. It is assumed that low 

quality firms must invest in expenses to appear to be high quality firms, with some 

probability that these expenses are discovered between offerings. Underpricing by high 

quality firms at the IPO can add sufficient signaling costs to the expenses so that low 

quality firms are induced to reveal their quality voluntarily. In addition to the model, the 

author analysed empirically that many firms raise substantial amounts of additional 

equity capital in the years after their IPO. 

As we can see, these theories do not consider investment banks to have any active role. 

Adverse selection totally neglects the role of investment banks, while signaling models 

only recognize them as passive distributors of shares. The next model, principal agent 

theory, specifically focuses on asymmetric information between investment banks and 

the issuing firms. This analysis is plausible since underwriters may be better informed 

about investors demand then the issuing firms. In an imperfect market, this allows 

underwriters to benefit from their superior information.  

3.3.4 Information revelation  

The information revelations model is first developed by Benveniste and Spindt (1989). 

Here, asymmetric information between investment banks and investors takes place 

during the process of pricing decision. Benveniste and Spindt investigated how 

investment bankers use indications of interest from their client investors to price and 

allocate new issues. The process is modeled as an auction that is constructed to induce 

asymmetrically informed investors to reveal what they know to the underwriter. One of 

the analyses yields empirical implication that new issues will be underpriced and that 

distributional priority will be given to an underwriter’s regular investors. In addition, 

tension between an underwriter’s propensity to presell an issue and an issuing firm’s 

desire to obtain maximum proceeds affects the type of underwriting contract chosen. 

Further, Benveniste and Wilhelm (1990) studied the effect on IPO proceeds of uniform- 

price restrictions and restrictions on the allocation of oversubscribed issues. The model 

suggests that underwriters, given the opportunity to allocate IPOs among both regular 

and retail investors, would maximize their proceeds by using a combination of price and 
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allocation distribution. Uniform- price restrictions increase the cost of soliciting 

information from regular investors and, when combined with fair distribution 

restrictions, make information gathering impossible. The model also provides 

conditions under which either adverse selection of the soliciting information is likely to 

be the dominant force behind IPO discounting.  

Hanley (1993) analysed the underpricing of IPOs and the partial adjustment 

phenomenon. The partial adjustment phenomenon is the term to describe the situation 

when the high level of initial returns associates with the issues with positive revisions in 

their final offer prices (Ibbotson et al. 1988). Hanley investigates the effect of positive 

revision in the final offering price to the level of underpricing. In particular, the work 

investigates how information- gathering activities by underwriters during the pre- issue 

period affect the final offer price, the size of the issue, and the subsequent level of initial 

returns.  

The study concludes that the relation of the final offer price to the range of anticipated 

offer prices disclosed in the preliminary prospectus is a good predictor of initial returns. 

In particular, issues that have final offer prices which exceed the limits of the offer 

range experience greater underpricing, and are more likely to increase the number of 

shares issued. This means shares in an offering are rationed and prices are only partially 

adjusted to new information. The findings support the model proposed by Benveniste 

and Spindt (1989).  

The second major group analyzing the underpricing are studies relating underpricing 

with institutional aspects of investment banks. Including in the context is the aspects of 

reputation, litigation risk, and price stabilization. 

3.3.5 Institutional explanations 

There is considerable literature that discusses the role of underwriter reputation on the 

IPO pricing. Carter and Manaster (1990) argued that to cut the underpricing cost, the 

informnational asymmetry can be reduced by choosing a reputable underwriter (Results 

by Megginson and Weiss (1991), Michaely and Shaw (1994), Habib and Ljungqvist 

(2001), and Francis and Hasan (2001) support the underwriter reputation factor in IPO 

pricing). More prestigious underwriters are associated with less risky IPOs and thus 

underprice less. Nanda and Yun (1997) investigated the empirical significance of 

underwriting reputation capital by analysing the impact of initial return of IPOs on lead-

underwriter market value. However, underwriter wealth effects are positive for 

moderately underpriced offerings. When the IPO underpricing is more extreme, the 



 

 

 

38 

wealth effects become insignificant. Dunbar (2000) examines the effect of several 

factors on the market share of investment banks that act as book managers in IPOs. It 

shows that for established banks, changes in market shares are influenced by IPO first 

day returns, one year abnormal performance, abnormal compensation, industry 

specialization, analyst reputation, and withdrawn offers. These factors have more 

significant impact in low volume IPO markets. For less established investment banks, 

these factors are less. In summary, studies on investment bank reputation provide 

evidence supporting that less bank reputation is placed at risk. 

Litigation risk idea is introduced by Tinic (1988) who posited that underpricing is a type 

of insurance for underwriters against litigation risk. It is also predicted that issuers and 

investment banker whose law explosure to potential legal liabilities should price their 

offerings more fully than highly speculative firms that employ relatively inexperienced 

fringe investment banking firms. Evidence indeed supports the hypothesis, i.e. 

underpricing serves as a form of insurance against legal liability. A formal model of 

litigation risk is presented by Hughes and Thakor (1992). The model is developed with 

characteristics that the risk of future litigation can induce an underwriter to purposely 

sell an IPO at a discount relative to the value assessed by the underwriter. The model 

shows that the underwriter’s pricing decision trades of current revenue against expected 

future litigation costs. Both factors are increasing the IPO price. 

Investigation of the distribution of initial returns following IPOs indicates that positive 

mean initial returns may reflect the existence of a partially observed left (negative) tail, 

which most IPO with zero one day returns subsequently falling in price. Ruud (1993) 

suggested that underwriter price support may account for the skewed distribution and 

hence the phenomenon of positive average initial IPO returns, even if offering prices are 

set at expected market value. Deliberate underpricing by the underwriter using price 

support activities may take place. This paper thus points out the hypotheses underlying 

pervious research that positive average initial IPO returns result primarily from 

deliberate underpricing. Results by Asquith et al. (1998) support Ruud (1993). 

Ljungqvist (1997) studied the pricing of IPOs in Germany, and after controlling the 

price support activites, the author finds that underpricing is positively related to stock 

market returns, the macroeconomic climate, and insider retention rates. 

3.3.6 Ownership and control  

The most recent theory among other underpricing theories is the ownership and control 

framework. Stougton and Zechner (1998) offered a model suggesting that it may be 
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valuable to allocate shares to major investors who can control managers. Stougton and 

Zechner analysed the effect of different IPO mechanisms on the structure of share 

ownership and explore the role of underpricing and rationing in determining investors’ 

shareholding. The analysis focuses on the agency problem that results when large 

institutions are the only investors capable of monitoring the firms. The study concludes 

that some well-known aspects of IPOs may be explained as rational responses by the 

issuers to the existence of regulatory constraints in public capital markets. 

The study of Habib abd Ljungqvist (2001) provided a theory that links underpricing 

which wealth losses of the owners. The theory suggests that there is an optimum level 

of underpricing for minimizing the wealth losses. The authors build a model, in which 

the owners solve multidimensional problem when taking their firms public. Owners can 

affect the level of underpricing through their choices in promoting an issue. The benefits 

of reducing underpricing in this way depend on the owners’ participation in the offering 

and magnitude of dilution they suffer on retained shares. The degree towards owner’s 

trade off underpricing and promotion is determined by the minimization of their wealth 

looses. The empirical results confirm the authors’ predictions. Jenkinson and Ljungqvist 

(2001) stated that this area of study is relatively new for explaining the underpricing. 

Thus, more evidence is needed to support a model. Ritter and Welch (2002) provide 

some recent studies on the ownership structure and IPOs. 

3.3.7 Underpricing and the offer price 

Studies have predicted that low-priced IPOs will exhibit higher underpricing. Ibbotson 

et al., (1988), Chalk and Peavy (1987) and Siguin and Smoller (1997), among others, 

showed that underpricing is inversely related to offer price. Seguin and Smoller (1997) 

also found that low priced IPOs are associated with higher risk. In particular, Ibbotson 

et al. (1988) show that IPOs with prices at a lower range exhibit much larger 

underpricing than IPOs with a higher price. They interpret the finding as more 

speculative issues tend to have a low offering price, and thus are more underpricing. 

Chalk and Peavy (1987) argued that underpricing represents a premium for above-

average risk for a low offer price. 

The inverse relations between offer price and underpricing can also be interpreted from 

the prospective of ownership. Brennan and Franks (1997) offered the explanation that 

firms may choose to underprice their shares and ration the allocation of shares in favour 

of small and diffused investors in order to preserve private benefits of control. In a 

similar vein, Booth and Chua (1996) suggested that a lower offer price may be chosen 
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by firms to promote diffuse ownership. As the shares are diffused, the associated 

information costs would be higher, and thus underpricing would be larger.   

3.3.8 Pricing of financial institutions 

While a number of studies have investigated special types of IPOs, very little attention 

is given to the IPOs of financial institutions. A study by Alli et al. (1994) specially 

looked at financial institution IPOs. They found that, on average, financial institution 

IPOs underprice 5.28%. This figure is significantly lower compared to the underpricing 

of non-financial firm (9%). The lower level of underpricing of bank IPOs may be a 

result of the existence of regulatory agencies. Since financial institutions are monitored 

by regulatory agencies, the information asymmetry problem and the ex ante uncertainty 

about the issuing firms value should be less serve for the financial institutions than for 

the non-regulated firms. 

The study also finds that savings and loan (S&L) conversion IPOs tend to underprice. 

The author argues that this is supported by hypothesis of Tinic (1998), that is, 

underwriters and issuers would tend to underprice the IPOs in order to avoid future 

legal liability for misrepresenting the true value of the firms. This probability pf 

misrepresenting the value of firms is increasing for S&Ls as the crisis of S&Ls took 

place during the 1990 as well. Given that there is asymmetric information between the 

underwriters or issuers and prospective investors, the true value of the S&Ls may not 

have been correctly reflected in the offering price of the IPO. Underwriters and issuers 

may request a larger insurance against future legal liability for misrepresenting the 

values of the S&Ls. Thus, the insurance premium, i.e. the underpricing of IPOs of S&L, 

should be larger than those of the non-regulated firms. 

Furthermore, the study by Ali et al. (1994) showed that IPOs of the non-S&L 

conversion are less underpriced than those of the non-financial firms (3.84% vs 9%). An 

underpricing comparison between S&L conversion and S&L conversion and S&L non-

conversion indicate that S&L conversions and S&L non-conversion indicate that S&L 

conversions experience a greater initial return. A similar pattern of S&L conversion is 

also found by Jordon et al. (1988). However, Cagle and Porter (1997) indicated that 

regulators have suggested that new guidelines for conversion from a mutual to a stock 

thrift are designed to curb “windfall profits” earned by insiders investing in conversion-

related IPOs. While there are reports of average initial returns of more than 20% for 

conversion-related IPOs, their results suggest that investors earn an average initial 

return of about 7%. 
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3.3.9 Underpricing around the world 

Loughran, Ritter and Rydqvist (1994) referenced the existence of the underpricing 

phenomenon in many different countries around the world (first publish in 1994 and 

updated by them each year which recently updated in July 2009). Even though the 

reported amount of underpricing varies from country to country, every country in their 

study has reported some level of underpricing in initial public offerings. Table 3.1, 

Figure 3.1 and Figure 3.2 show the international evidence of IPO undepricing. The 

countries are classified into 2 groups which are the developed and emerging countries. 

The 24 developed markets (DEV) comprise Argentina, Austria, Canada, Denmark, 

Norway, Netherlands, France, Spain, Portugal, Belgium, Hong Kong, United Kingdom, 

Italy, United States, Finland, Australia, New Zealand, Ireland, Greece, Germany, 

Sweden, Singapore, Switzerland and Japan. The 16 emerging markets (EM) comprise 

Russia, Chile, Turkey, Nigeria, Israel, Mexico, Philippines, Indonesia, Iran, Poland, 

Cyprus, South Africa, Bulgaria, Thailand, Taiwan, Brazil, Sri Lanka, Korea, Malaysia, 

India and China. The classification of developed or emerging markets is taken from the 

financial indicator section of the MSCI Barra, therefore the countries such as Bulgaria, 

Iran, Nigeria, Sri Lanka are classified as frontier markets (FM) and others (OTH) for 

this study. According to Table 3.1, the range of initial day returns across the countries is 

from 4.2% for Russia to the huge 164.5% return for Chinese A-class shares. Even if the 

Chinese A-class class shares were excluded, the second highest average initial return is 

from India at 92.7%. The range of returns also varies quite dramatically within each 

continent. Of the American market, the Brazilian study reports the highest at 48.7% first 

day return while the average initial return of Argentina is the lowest at 4.4%. Europe, 

Middle East and Africa also vary from Austria’s 6.5% to Bulgaria’s 36.5%, Iran’s 

22.4% and South Africa’s 32.7%. The largest return is from the Asian continent (also 

representing some ‘emerging market’ countries), which shows a simple average return 

of 38.95% (excluding the Chinese A-class shares). Interestingly, the emerging markets 

countries show an average return of 31.77% (excluding the Chinese A class shares), 

while an average return of the developed markets countries is only 17.18%.  

Jenkinson and Ljundvist (1996) suggested two reasons that some of the Asian countries 

have had more underpricing than the US or European IPO markets. First, the countries 

such as Korea and Taiwan have had bureaucratic meddling while Malaysia has had 

political interference. They argue that Korean firms prior to 1988, had to price the initial 

offering’s shares at ‘book’ value while Taiwanese IPOs were priced at a formula based 
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on the price-earnings ratio of supposedly 'comparable' companies. Second, the 

Malaysian IPOs required that at least 30 percent of the shares in new equity issues were 

allocated to ethnic Malays. Substantial and deeply discounted allocations have also 

allegedly been offered to a privileged few. Su and Fleisher (1999) also documented that 

the substantial returns from the Chinese A-class shares were only available to private 

Chinese citizen, who at the time of the IPOs, were highly experienced and professional 

equities investors. Additionally, they suggested that bribery of officials helps explain 

the enormous IPO underpricing in China. 

Relatively fewer studies concern IPO (under)pricing in Thailand, with most extant work 

focusing on the pre-1997 Asian financial crisis period [Wethyavivorn and Koo-Smith 

(1991), Allen et al. (1999), Lonkani (2000) and Lonkani and Firth (2005)]. For 

example, Wethayavivorn and Koo-Smith (1991) studied 32 IPOs over the period 1988–

1989 and found that the average initial return was 56.73%. Similarly, using a sample of 

150 IPOs from 1985 to 1992, Allen et al. (1999) reported that the average initial return 

for Thai IPOs was 63.49 percent, while Lonkani (2000) concluded that the average 

initial return was 46.70 percent using a sample of 292 IPOs from 1987 to 1997. 

Similarly timed with this study, Ekkayokkaya and Pengniti (2009) reported that the IPO 

underpricing in Thailand by comparing the period pre and post governance reform and 

concluded that the average (median) market-adjusted initial return is 30.2% (15.8%) using the 

full sample of 463 IPOs from 1990-2007. Generally, and in common with evidence from 

developed markets, these studies provide evidence that IPOs in Thailand are also 

substantially underpriced.  
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Table 3.1: Equally-weighted average initial returns (underpricing) around the world 

Country Source Size Period AR (%) 

Americas     

Argentina (DEV) Eijgenhuijsen and van der Valk 20 1991-1994 4.4 

Brazil (EM) Aggarwal, Leal and Hernandez; Saito 180 1979-2006 48.7 

Canada (DEV) Jog and Riding; Jog and Srivastava; 

Kryzanowski, Lazrak and Rakita; Ritter 

635 1971-2006 7.1 

Chile (EM) Aggarwal, Leal and Hernandez; Celis and 

Maturana; Ritter 

65 1982-2006 8.4 

Mexico (EM) Aggarwal, Leal and Hernandez; 

Eijgenhuijsen and van der Valk 

88 1987-1994 15.9 

United States (DEV) Ibbotson, Sindelar and Ritter; Ritter 12,028 1960-2008 16.9 

Europe, Middle East 

and Africa 

    

Austria (DEV) Aussenegg 96 1971-2006 6.5 

Belgium (DEV) Rogiers, Manigart and Ooghe; Manigart 

DuMortier; Ritter 

114 1984-2006 13.5 

Bulgaria (FM) Nikolov 9 2004-2007 36.5 

Cyprus (OTH) Gounopoulos, Nounis, and Stylianides 51 1999-2002 23.7 

Denmark (DEV) Jakobsen and Sorensen; Ritter 145 1984-2006 8.1 

Finland (DEV) Keloharju 162 1971-2006 17.2 

France (DEV) Husson and Jacquillat; Leleux and 

Muzyka; Paliard and Belletante; Derrien 

& Womack; Chahine; Ritter 

686 1983-2006 10.7 

Germany (DEV) Ljungqvist; Rocholl; Ritter; Vismara 700 1978-2008 25.3 

Greece (DEV) Nounis, Kazantzis and Thomas 363 1976-2005 25.1 

Iran (OTH) Bagherzadeh 279 1991-2004 22.4 

Ireland (DEV) Ritter 31 1999-2006 23.7 

Notes: Data is adapted from Loughran, Ritter and Rydqvist (1994) and updated from the IPO data available at 

http://bear.cba.ufl.edu/ritter/ipodata.htm as at July, 2009. AR- average initial return (underpricing), DEV-

developed markets; EM- emerging markets; FM- frontier markets; OTH- not classified. The market 

classification is updated from the MSCI Barra available at http://www.MSCIBarra.com as at April, 2009. The 

incredibly high average initial return in China is for “A” share IPOs, which are restricted to Chinese residents. 

 



 

 

 

44 

Country Source Size Period AR (%) 

Europe, Middle East 

and Africa 

    

Israel (EM) Kandel, Sarig & Wohl; Amihud and 

Hauser; Ritter 

348 1990-2006 13.8 

Italy (DEV) Arosio, Giudici and Paleari; Cassia, 

Paleari & Redondi; Vismara 

268 1985-2008 16.4 

Netherlands (DEV) Wessels; Eijgenhuijsen and Buijs; 

Jenkinson, Ljungqvist, and Wilhelm; 

Ritter 

181 1982-2006 10.2 

Nigeria (FM) Ikoku; Achua 114 1989-2006 12.7 

Norway (DEV) Emilsen, Pedersen and Saettem; Liden; 

Ritter 

153 1984-2006 9.6 

Poland (EM) Jelic and Briston; Ritter 224 1991-2006 22.9 

Portugal (DEV) Almeida and Duque; Ritter 28 1992-2006 11.6 

Russia (EM) Ritter 40 1999-2006 4.2 

South Africa (EM) Page and Reyneke 118 1980-1991 32.7 

Spain (DEV) Ansotegui and Fabregat; Alvarez Otera 128 1986-2006 10.9 

Sweden (DEV) Rydqvist; Schuster; Simonov; Ritter 406 1980-2006 27.3 

Switzerland (DEV) Kunz, Drobetz, Kammermann and 

Walchli; Ritter 

159 1983-2008 28 

Turkey (EM) Kiymaz; Durukan; Ince; Kucukkocaoglu 315 1990-2008 10.6 

United Kingdom (DEV) Dimson; Levis 4,198 1959-2008 16.3 

Asia         

Australia (DEV) Lee, Taylor and Walter; Woo; Pham; 

Ritter 

1,103 1976-2006 19.8 

China (EM) Chen, Choi, and Jiang (A shares) 1,394 1990-2005 164.5 

Hong Kong (DEV) McGuinness; Zhao & Wu; Ljungqvist 

and Yu; Fung, Gul, and Radhakrishnan; 

Ritter 

1,008 1980-2006 15.9 

Notes: Data is adapted from Loughran, Ritter and Rydqvist (1994) and updated from the IPO data available at 

http://bear.cba.ufl.edu/ritter/ipodata.htm as at July, 2009. AR- average initial return (underpricing), DEV-

developed markets; EM- emerging markets; FM- frontier markets; OTH- not classified. The market 

classification is updated from the MSCI Barra available at http://www.MSCIBarra.com as at April, 2009. The 

incredibly high average initial return in China is for “A” share IPOs, which are restricted to Chinese residents. 
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Country Source Size Period AR (%) 

Asia         

India (EM) Marisetty and Subrahmanyam 2,811 1990-2007 92.7 

Indonesia (EM) Hanafi; Danny; Suherman 339 1989-2008 21.5 

Japan (DEV) Fukuda; Dawson and Hiraki; Hebner and 

Hiraki; Pettway and Kaneko; Hamao, 

Packer and Ritter; Kaneko and Pettway; 

Ritter; TokyoIPO.com 

2,628 1970-2008 40.1 

Korea (EM) Dhatt, Kim & Lim; Ihm; Choi and Heo; 

Mosharian and Ng; Cho; Ritter 

1,490 1980-2008 55.2 

Malaysia (EM) Isa; Isa and Yong; Young 350 1980-2006 69.6 

New Zealand (DEV) Vos and Cheung; Camp and Munro; 

Ritter 

214 1979-2006 20.3 

Philippines (EM) Sullivan and Unite; Ritter 123 1987-2006 21.2 

Singapore (DEV) Lee, Taylor and Walter; Dawson; Ritter 519 1973-2008 27.4 

Sri Lanka (FM) Samarakoon 115 1987-2007 48.9 

Taiwan (EM) Chen 1,312 1980-2006 37.2 

Thailand (EM) Wethyavivorn and Koo-smith; Lonkani 

and Tirapat; Ekkayokkaya and Pengniti 

459 1987-2007 36.6 

Notes: Data is adapted from Loughran, Ritter and Rydqvist (1994) and updated from the IPO data available at 

http://bear.cba.ufl.edu/ritter/ipodata.htm as at July, 2009. AR- average initial return, DEV-developed markets; 

EM- emerging markets; FM- frontier markets; OTH- not classified. The market classification is updated from 

the MSCI Barra available at http://www.MSCIBarra.com as at April, 2009. The incredibly high average initial 

return in China is for “A” share IPOs, which are restricted to Chinese residents. 
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Figure 3.1: Average initial returns (underpricing) of IPOs in 24 developed markets 

 

 

Figure 3.2: Average initial returns (underpricing) of IPOs in 21 emerging, frontier and 

other markets 
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3.4 IPO performance  

This section provides the general theoretical explanations for the long-term 

underperformance phenomenon and other empirical studies showing explanatory 

variables as being significantly related to long-run underperformance. 

Loughran and Ritter (1995) proposed the statement about long-run underperformance;  

‘As investor buying IPOs at the first closing market price would have to invest 44 

percent more money than if non-issuers of the same size were purchased at the same 

time, in order to achieve the same terminal wealth level five years later’ 

Another IPO body of literature has more recently emerged. It investigates the kinds of 

returns an investor has made from the IPO investment in the longer term after having 

made (on average) initial daily underpricing returns. Alternatively, if the investor had 

not received a sufficient allocation (or any allocation at all), in the IPO, whether an 

investment on the first day is an appropriate and profitable strategy. Curiously, the 

consistent observation regarding IPOs is that their relative returns in the longer term is 

poor. Aggarwal and Rivoli (1990) found that IPO firms, after their initial day profit, 

underperform the market by 13.7%, on average, in their first year after listing.  

Using a sample of 1,526 US IPOs between 1975 and 1984, Ritter (1991) found that 

IPOs shows better returns for the first two months after listing but poorer returns than 

matching firm returns over the first three years following listing. Ritter (1991) also 

found that investors buying shares in IPOs at their closing price of the first day and 

holding for 3 years would leave such as investor with a 17% lower return than an 

investment in matching firms listed on the New York Stock Exchange (NYSE) and the 

American Stock Exchange (AMEX). He concluded that younger companies and 

companies issuing shares in high volume periods performed even worse. Hensler, 

Rutherford and Springer (1997) analysed price trends of IPOs in first few months after 

listing. They found that in the first month after listing that initially underpriced IPOs 

performed better (had higher returns), on average by 2.46%, than already listed firms of 

similar size. Overpriced IPOs performed worse, on average by 4.42% for the one month 

period. 

Loughran and Ritter (1995) reported that US IPOs that went public from 1970 to 1990 

produced an average annual return of 5.1% per year for the five years after going public 

while a group of existing public companies of similar initial market capitalization 

(which also has not sought any new equity capital for the five year horizon) produced an 
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average annual return of 11.8%. This 6.7% per year poorer performance, or 

‘underperformance’, has received further investigation by researchers. 

Various international IPO long-term performance studies have also typically shown that 

first day buyers of the shares (in the IPO) in the secondary market record negative 

abnormal returns (See the example of international studies from Loughran, Ritter and 

Rydqvist (1994)). It appears that while IPOs are a profitable investment to the initial 

subscribers and investment in IPOs on the first day of trading as a buy and hold 

approach, it does not appear to be a profitable long-term investment strategy. Loughran, 

Ritter and Rydqvist (1994) defined abnormal returns as 100 [(1+Ripo,t) / (1+Rm,t)], where 

Ripo,t is the average total return on the IPO from the first day of trading until it is delisted 

or 3 years, whichever is the earlier; Rm,t is the average of either matching firm returns or 

a market returns over the delisting or 3 years periods. 

Lee, Taylor and Walter (1996) studied the three-year IPO post-listing performance 

which focused on industrial IPOs in Australia. Finn and Higham (1988) also analysed 

industrial IPOs in Australia and found the abnormal return in the first year after listing 

of -6.52%. How (2000) analysed Australian mining companies and found a superior 

(after adjusting for the market return) end of first year performance of 20.32%. 

3.4.1 Investors overoptimism  

Ritter (1991) in his study of US IPOs during 1975 to 1984 suggested that companies 

that issued in high volume IPO periods underperformanced the most and the pattern was 

consistent with the investors being overoptimistic about the future potential of young, 

high growth firms. Peavy (1990) reported that even closed end mutual fund IPOs over 

the period 1985 to 1987 showed slight premiums over net asset value but after six 

months show substantial discounts to net asset value. (These funds consist of a pool of 

stocks already listed on a stock exchange with the prices for those underlying stocks 

transparent). Aggarwal and Rivoli (1990) and Loughran and Ritter (1995) also counted 

that initial investors may be too optimistic about the future performance of the IPO. 

More recently, Rajan and Servaes (1997) suggested that financial analysts have been 

overoptimistic about the potential earnings and growth prospects of IPOs and that the 

longer term underperformance may be at least partially driven by this overoptimism.  

3.4.2 Windows-of-opportunity  

Mikkelson and Partch (1986) found that managers issued new equity when, in their 

view, they believed the shares were overpriced. Ritter (1991) and later Ibbotson, 
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Sindelar and Ritter (1994) and Loughran and Ritter (1995) also suggested that firms 

take advantage of “windows of opportunity” where companies go public at times when 

investors are willing to pay high share prices relative to some historical measures of 

value such as price-earnings ratios or market to book value ratios. Rajan and Servaes 

(1997) confirmed also that more IPOs are conducted when existing listed companies are 

trading at historically relatively high price-earnings multiples. Lerner (1994) examined 

350 privately held but venture capital backed biotechnology firms during 1978 to 1992 

and found that these companies seek public equity capital when equity valuations are 

generally high. 

Teoh, Welch and Wong (1998) argued that companies with large accounting accruals 

performed badly after listing. They suggest that these companies may use these accrual 

adjustments to manipulate earnings in the initial public offering year. They further 

suggest that investors may not understand this manipulation, which may subsequently 

lead to a downward revaluation in share prices, post listing. Jain and Kini (1994) 

studied 682 IPOs from 1976 to 1988 and found a significant decline in the operating 

performance of firms after the IPO. They argued that the previous ‘superior’ 

performance of the private firm is not likely to continue due to the impact that the 

increased agency costs will have on post listing operating performance. 

3.4.3 Fad hypothesis 

The fad hypothesis is also known as the ‘impresario’ hypothesis from an investor’s view 

point which is proposed by Shiller (1990). It says that contrary to the rational 

expectation models, there are fads in the securities markets, and the IPO market 

overpricing is due to the presence of fads. Ibbotson, Sindelar and Ritter (1994) argued 

that just as the promoter of a concert might seek to make it an ‘event’, underwriters (the 

impresarios) seek to create the appearance of excess demand so as to stimulate even 

more demand. While Shiller (1990) provided some survey evidence that only 26% of 

investor respondents actually did any fundamental analysis argues that IPOs are 

intentionally underpriced by underwriters so that investors may not even need to 

perform any valuation.  

3.4.4 Agency cost hypothesis  

Jain and Kini (1994) argued that the poor performance in the long-run may be explained 

by the declining management ownership in the post- IPO period that is likely to give 

rise to the agency problem described in Jensen and Meckling (1976). Jensen and 

Meckling’s (1976) theory of conflict of interest between managers and shareholders 
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suggests that as managerial ownership reduces and the firm sells its shares to a wider 

range of investors, the manager’s incentive to maximise his/her private benefits rather 

than to maximise the firm value increases. This is because as the managerial ownership 

decreases, a manager’s own wealth is less affected by the performance of the firm. The 

interest of the shareholders and the management are thus not as closely aligned as 

before and managers have greater incentives to pursue their own interests by excessive 

consumption of perquisites and investing in negative NPV projects at the expense of 

shareholders.  

Using data from the US market, Jain and Kini (1994) provided evidence consistent with 

this hypothesis. They found that post-IPO operating performance is significantly 

positively related to the equity retained by initial shareholders. However, they study by 

Mikkelson et al. (1997) finds no significant relationship between IPO firms’ ownership 

structures and their long-run performance. Thus evidence based on the agency cost 

argument remains inconclusive.  

Given that a board of directors is one of the internal governance mechanisms for 

monitoring management, a properly configured board is likely to lower the agency cost 

arising from the separation of ownership and control as part of the IPO process. Thus, 

this thesis tests if long-run underperformance can be explained by board structures 

deviating from the ASX best practice recommendations at the time of an IPO. In other 

words, if post-IPO long-run performance can be improved by adhering to ASX 

corporate guidelines on board structures because agency cost costs are lowered.   

3.4.5 Price support 

Ruud’s (1993) price supported the explanation of first day underpricing may also 

provide some insight into the poor long term performance of IPOs. As increases or 

decreases in prices constitute a significant portion of returns, if shares prices are kept 

artificially high by underwriters for a period of time, when support is withdrawn, the 

prices may well come down and hence poor longer term returns result. 

3.4.6 Underwriters, auditors and venture capitalists  

Michaely and Shaw (1994) and Carter, Dark and Singh (1998) found that IPOs 

underwritten by more prestigious have less negative return in the long run compared to 

those IPOs underwritten by lower reputation underwriters. Michaely and Shaw (1995) 

found a relationship between an IPO’s long-term performance and the prestige of the 

auditor engaged. They suggested that IPOs audited by a ‘Big 8’ audit firm experienced a 
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better long run share price performance than IPOs audited by small CPA firms. 

Moreover, they suggested that an investor’s buy and hold strategy of an IPO audited by 

a small CPA firm has more than a 70 percent chance of underperforming the market, 

and also of having a negative expected return. 

Brav and Gompers (1997) used US IPO data for 934 venture capital backed and 3407 

non venture backed IPOs from 1972 to 1992. They found that over a five-year period, 

after the IPO, that the venture capital backed IPOs have a long run underperformance 

that is less severe than non venture backed IPOs. 

Most empirical evidence concerning IPO long-term performance concurs with work in 

the US, firstly found by Ibbotson (1975) who documented that IPOs had positive returns 

in the first year post-listing; negative in the following three years; and positive again in 

year five. This study suggests that there is no departure from efficiency in the 

aftermarket. Moonchul and Ritter (1999) mentioned that post-IPO firms generally 

underperform as investors are overly optimistic about their potential when listed. 

However, Loughran and Ritter (1995) examined 4,753 IPOs and 3,702 SEOs in the US 

between 1970 and 1990 and countered that underperformance is not a unique trait of 

IPOs rather a result of IPO firms being small with low book-to-market values.  

In terms of the empirical evidence in Thailand, there are just a few recent studies of 

Thai IPO performance, including Allen et al. (1999) and Kim et al. (2004). Allen et al. 

(1999), for instance, studied 150 IPO listed on the SET from 1985 to 1992 and 

uncovered evidence of poor short-run aftermarket performance: the average market-

adjusted cumulative abnormal return at the end of the listing month was –2.9 percent (t-

value = 2.18). Nevertheless, they found no evidence for poor long-run performance up 

to 36 months after the IPO (with the exception of the first two months). Indeed, the 

average market-adjusted cumulative abnormal return at the end of a 36-month period is 

10.02 percent, though not statistically significant.  

However, when outliers are removed from cross-sectional analysis, there is still the 

suggestion that Thai IPOs may underperform on average in the long run. Moreover, 

aftermarket returns are higher with value-weighted adjustment of the benchmark 

suggesting that smaller firms have better performance. Once again, the aftermarket 

performance of Thai IPOs is similar to Wethyavivorn and Koo-smith (1991) but 

contrasts with Ritter (1991), Levis (1993), Aggarwal et al. (1993) and Allen and Patrick 

(1994). Most recently, Kim et al. (2004) suggested evidence of a long-term decline of 
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operating performance for IPO firms in Thailand using a sample of 133 SET IPOs from 

1987 to 1993.  

3.5 Concluding remarks 

This chapter has sought to examine the extensive theories and empirical research on the 

three empirical studies, namely IPO activity, pricing and performance.  Section 3.2 

provides the theories and empirical evidence on the IPO activity concerning the decision 

to go public. The decision to going public is a complex decision that cannot be 

explained by one single theory, nor discuss comprehensively in a brief review because 

firms seek multiple benefits in going public. However, like all other aspects of corporate 

financial decision-making it involves the relative evaluation of costs and benefits, both 

from a financial perspective and, more broadly, its influence on firm strategic behaviour 

and corporate governance (Pagano et al., 1998). IPO literature mentions both direct 

costs, including underwriting costs and professional fees, and indirect costs of going 

public, such as adverse selection costs, increased disclosure requirements and public 

scrutiny. A large number of factors have also been proposed to account for the benefits of 

going public, such as rising capital, overcoming financing constraints, financial 

flexibility and greater bargaining power with banks, stock liquidity, risk sharing and 

portfolio diversification, change of control, increase the set of potential investors, exit 

strategy, mergers and acquisitions, monitoring, investor recognition and publicity. 

Section 3.3 examines the theories and provides empirical evidence of IPO 

(under)pricing around the world. Various explanations are given from the perspective of 

asymmetric information, institutional aspects, and ownership and control. Foremost 

among these, the information asymmetry hypothesis sees underpricing as an equilibrium 

occurrence when investors are disproportionately informed. As uninformed investors 

face the consequences of poor judgement when other investors are better informed, 

underpricing arises to compensate uninformed investors for the risk of ending up with a 

less successful IPO. Other studies analysed the underpricing from the view of 

institutional intervention during the process of going public, especially the role of 

investment banks. Other works proposed explanations by applying the agency problem 

framework.  

Section 3.4 reviews the theories and provides evidence on IPO performance. Most of 

the extant work concurs with work in the US, for instance by Moonchul and Ritter 

(1999) that post-IPO firms generally underperform as investors are overly optimistic 
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about their potential when listed. However, Loughran and Ritter (1995) counter that 

underperformance is not a unique trait of IPOs rather a result of IPO firms being small 

with low book-to-market values. Shiller (1990) provided some survey evidence to 

support the fad hypothesis which it says that contrary to the rational expectation models, 

there are fads in the securities markets, and the market overpricing is due to the 

presence of fad. The agency cost hypothesis, price support and the affects of 

underwriters, auditors and venture capitalists may also provide some insight into the 

long term performance of IPOs.  

In the next chapter presents the empirical methodology for testable hypotheses 

including the determinants and outcomes of the decision to go public, underpricing and 

long run performance of IPOs.  
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CHAPTER 4 

EMPIRICAL METHODOLOGY 

 

4.1 Introduction  

This chapter describes the data collection procedures and research design used to 

examine the activity, pricing and performance of IPOs. The tests of various hypotheses 

and independent variables for each study are also indentified. The chapter is organized 

as follows. Section 4.2 presents the data sources and explains the methods used to 

investigate the determinants and outcomes of IPOs. The data and various methods used 

to measure the IPO underpricing and the long- term performance post-listing are 

outlined in Section 4.3 and Section 4.4, respectively. Some concluding remarks are in 

Section 4.5. 

4.2 IPO activity  

This section examines the determinants of IPOs relating to the decision to go public and 

the outcomes of IPOs following the decision to go public using data from Thailand 

between 2001 and 2007.  

4.2.1 Sample of private and IPO firms 

In Thailand, like other emerging markets, financial information on private firms is not 

easily obtained. However, the presence of the DBD’s Business Registration System 

enables us to develop a unique data set for those firms that have qualified for the IPO 

listing requirements of the SET but may or may not have listed. The sample of this 

study covers seven-year period from 2001 to 2007. To analyse the firm-specific 

determinants and outcomes of IPOs, the sample is categorized into two sample groups: 

(a) private firms and (b) IPO firms. The selection criteria used for constructing the 

private and IPO samples are as follows. 

Private firms define as non-financial ‘Company Limited’ registered firms in Thailand 

registered with the DBD. These firms are in principle eligible to transform to ‘Public 

Company Limited’ registered firms in order to raise capital from public and technically 

satisfy the IPO listing requirements to list on the SET. The data is extracted from the 

DBD business registration database. The DBD database contains information on the 

four forms of business organizations in Thailand (sole proprietorships, partnerships, 
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private limited companies and public limited companies), including business 

registration profiles, financial statements and shareholders by nationality.  

The sample comprises those firms that satisfy the IPO listing requirements in each year 

between 2001 and 2007 (Listed Companies Development Department (2008); Listing 

and Disclosure Department (2008); SET (2000)). During this time, the SET imposed 

about 13 listing requirements. These requirements, both quantifiable (e.g. paid-up 

capital) and non-quantifiable (e.g. audit opinions) were modified several times during 

the study period. Unfortunately, the only information publicly available in the DBD 

database is extracts of the financial statements. Therefore, only the quantifiable 

requirements for listing could be applied for the sampling criteria. However, we did 

limit the sample to ‘Company Limited’ registered firms. This is because while 

‘Partnership Limited’ registered firms may satisfy the quantitative criteria, their 

ownership structure precludes listing. The listing requirements for the selection of 

private firms are summarized in Appendix 6. The SET regulations adopted for private 

firms sample selection are additionally presented in Appendix 7.  

IPO firms define as non-financial ‘Public Company Limited’ registered firms that were 

completely approved as going public by the SEC and that subsequently or concurrently 

listed stocks on the SET. The data is from two main sources: the dates of firm 

establishment and most financial data are again from the DBD business registration 

database while the list date and the remaining financial data are from SETSMART 

(SET Market Analysis and Reporting Tool). This web-based application provided by 

the SET seamlessly integrates the various sources of Thai listed company data, 

including listed company profiles, historical stock prices, indices and news. In all, 115 

IPOs took place on the SET from 2001 to 2007. However, five listings were removed 

from the sample because of incomplete financial data. Together, based on these 

selection criteria, the final sample comprises 5,228 firms operating between 2001 and 

2007, including 5,118 private firms and 110 IPO firms. Table 4.1 provides details of the 

distribution of the two sample groups.  
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Table 4.1: Population and sample distribution of private and public firms, 2001–2007 

Year 
Non-IPO  

% included 
IPO  

% included 
Total 

% included 
Total Sample Total Sample Total Sample 

2001 480 480 100 4 4 100 484 484 100 

2002 691 691 100 12 11 92 703 702 99 

2003 1,177 1,177 100 19 18 95 1,196 1,195 99 

2004 1,288 1,288 100 31 30 97 1,319 1,318 99 

2005 672 672 100 31 30 97 703 702 99 

2006 693 693 100 11 11 100 704 704 100 

2007 117 117 100 7 6 86 124 123 99 

Total 5,118 5,118 100 115 110 96 5,233 5,228 99 

 

4.2.2 Explanatory variables 

Using the available financial statement information and registration profiles of the 

private and IPO firms which drawn from the extant literature to define two sets of 

explanatory variables to (i) explain the decision to go public, and (ii) the outcomes from 

going public. The summary of variables used in this study and hypotheses are presented 

in Table 4.2.  

The symbol of hypotheses identified as followings. 

Ha: Hypothesis of determinants of IPOs 

Hb: Hypothesis of outcomes of IPOs 

First, firm age (AGE) has been used as a proxy for the uncertainty of firms in their 

future profitability (Pástor and Veronesi, 2003; Boehmer and Ljungqvist, 2004). 

Generally, these studies propose that younger companies are more uncertain about their 

future profitability and hence less interested in going public. The hypothesis is that 

younger firms are less likely to go public and define the age of firms as the number of 

year between its founding and the date eligible to list on the market. 

H1a: Younger firms are less likely to go public. 

H1b: Age of IPO firms is not included in the study of outcomes of IPOs.  

Second, the size of the firm (ASS)—as measured by total assets—may both exert an 

influence on the decision to go public and affected by this decision. The rationale for 

this relationship is that larger firms are better able to avoid financial distress by using 

organised equity markets (Goktan, Kieschnick and Moussawi, 2006). Chemmanur and 

Fulghieri (1999) also suggest that size acts as a proxy for reputation such that a small 

independent company will find that it is difficult to become known to the investing 
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public, and thus incurs a large adverse selection cost in selling equity. Therefore, it is 

expected that smaller firms are less likely to go public. In terms of the outcomes of the 

IPO, the hypothesis is that firms going public consequently raise capital to fund growth 

and increase their assets. Therefore, it is expected that the total assets of IPO firms will 

increase and is hypothesised a positive coefficient. 

H2a: Larger firms are more likely to go public. 

H2b: Total assets of IPO firms increase after firms went public. 

Third, growth (GRW)—measured by the growth rate of sales—may also be a 

determinant and outcome of an IPO. This is especially true for potentially high growth 

firms that are often restricted by financing constraints, such as cash flow, and so firms 

go public to raise capital for growth (Ritter and Welch, 2002). In terms of outcomes, 

Kim and Weisbach (2008) argue most firms raise new funds in the IPO, and these funds 

are used for several purposes, including funding growth. Therefore, it is hypothesised 

that firms with high growth are more likely to go public and that growth will increase 

after going public. Positive coefficients are hypothesised.  

H3a: Firms with high growth are more likely to go public. 

H3b: Sales growth of IPO firms increase after firms went public. 

Fourth, total debt over total assets is used as a measure of leverage (LEV). In general, it 

is expected that firms with higher leverage are more likely to go public. For example, 

Kim and Weisbach (2008) suggest that most firms raise new funds in the IPO, and these 

funds are used for several purposes, including the reduction of leverage. The hypotheses 

are that firms with high leverage are more likely to go public and that the leverage of 

IPO firms decreases after firms go public. Positive and negative signs are hypothesised 

on the estimated coefficients, respectively.  

H4a: The firms with high leverage are more likely to go public. 

H4b: Leverage of IPO firms decrease after firms went public.  

Fifth, the effect of profitability (ROA)—measured by the return on assets—where ROA 

is earnings before interest, taxes, depreciation and amortization over total assets) on the 

likelihood of an IPO is ambiguous. On one hand, high cash flows make a company 

more independent of external investors and relax its financing constraints. According to 

the pecking order theory, firms refrain from external funding because of excessive 
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agency costs and therefore prefer to fund their investment internally. High cash flows 

should therefore reduce the likelihood of an IPO. On the other hand, companies with a 

temporary surge in profitability might use this window of opportunity to sell their 

shares to stock market investors who mistakenly regard the surge as permanent and 

overvalue the company.  

Alternatively, high profitability could represent a credible signal of a firm’s quality, 

thus allowing it to overcome adverse selection (Diamond, 1991). The expected effect of 

profitability on the likelihood of listing may then be either positive or negative, 

depending on the relative strengths of these factors. For the post-IPO effects, we follow 

the typical observation being a reduction in post-IPO profitability. See, for example, 

Degeorge and Zeckhauser (1993), Mikkelson et al. (1997), Jain and Kini (1994), 

Pagano et al. (1998), and Pástor et al. (2009). A negative coefficient is hypothesised.   

H5a: The high-profitability firms are significantly related to likely to go public. 

H5b: Profitability of IPO firms decrease after firms went public.  

Sixth, a common observation is that high-investment companies (INV) are more likely 

to go public (Holmström and Tirole, 1993; Pagano and Röell, 1998). Capital 

expenditures are normally used to measure current investment and a high investment 

intensity could then make it particularly appealing for a company to tap into the stock 

market for equity finance. Unfortunately, the statement of cash flows for private firms is 

not available from the DBD database. Thus, the growth of investment in property, plant 

and equipment is used as a measure of the firm’s requirements for direct productive 

investment funds for fixed assets. This should increase the likelihood of an IPO. In terms 

of outcomes, Ritter (1991) concludes there is no increase in post-IPO investment, 

though Mayers (1984) finds higher investment after firms go public. Accordingly, it is 

hypothesised that investment is either unchanged or increases post listing.  

H6a: The high-investment firms are more likely to go public. 

H6b: Investment of IPO firms is stable or increase after firms went public.  

Finally, the literature suggests riskier firms are more likely to go public (Pagano, 1993) 

and that riskier firms generally pay higher rates on existing borrowings. Unfortunately, 

information on bank credit for private firms in Thailand is unavailable. Therefore, we 

measure interest (INT) as total interest expenses divided by total debt as a proxy for the 

actual interest rate for the company. Clearly, companies with relatively high interest 
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costs find equity finance more attractive so it is hypothesised that firms with higher 

borrowing rates are more likely to go public. In terms of outcomes, Rajan (1992) and 

Pagano et al. (1998) both conclude that there is a decrease in the borrowing rate after 

firms go public and it is hypothesised the interest rate of firms will decrease post-IPO. 

A negative coefficient is hypothesised.  

H7a: The firms with higher interest rates are more likely to go public.  

H7b: Interest rates of IPO firms decrease after firms went public.  

 

Table 4.2: Summary of variables descriptions and hypotheses 

Variable 
 

 
 

Description 
Determinants Outcomes 

  Sample (a) and (b) Sample (b) 

Firm age    AGE   The number of years since establishment +/- Excluded 

Size of the firm 
 

 ASS 
 

The value of  total assets in billion baht 

(analysis determinants of IPOs) and 

+ + 

 
 

 
 

The logarithm of total assets (analysis 

outcomes of IPOs) 

  

Growth rate  GRW  The growth rate of total sales  + +/- 

Leverage  LEV  The value of total debts over total assets +/- - 

Profitability 

 
ROA 

 
The value of EBITDA (net income or net 

profit) divided by total assets 

+/- - 

Investment 

 

INV 

 

The growth rate of the firm’s requirements for 

direct productive investment funds for 

property, plant and equipment (PP&E) 

+ +/No change 

Interest  

 
INT 

 
The value of total interest expenses divided 

by total debts 

+ - 

 

4.2.3 Estimation technique 

This study incorporates two separate models, the first estimating the probability of 

going public and the second estimating the outcomes of going public. The first 

specification is a probit model: 

1 , 1 2 , 1 3 , 1 4 , 1 5 , 1

,

6 , 1 7 , 1

Pr 1
i t i t i t i t i t

i t

i t i t

AGE ASS GRW LEV ROA
IPO F

INV INT
    (1) 

 

where IPOi,t is equal to 1 if a firm goes public and 0 otherwise, AGE is the difference 

between the year eligible to list an IPO and the firm’s date of incorporation, ASS is total 

assets, GRW is the growth rate of total company sales, LEV is the ratio of total liabilities 

to total assets, ROA is the value of earnings before interest, taxes, depreciation, and 

amortization (EBITDA) over total assets, INV is the growth rate of the firm’s 
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requirements for direct productive investment funds for property, plant and equipment, 

and INT is the ratio of total interest expenses to total liabilities. For this analysis, the full 

sample of 5,118 private firms and 110 IPO firms are used to estimate the factors 

influencing the probability of an IPO.  

In the second specification, the study investigates the consequences of the IPO decision 

on selected operating and financial variables by estimating a fixed-effects regression, in 

which the effect of the decision to go public is captured by dummy variables for the 

year at IPO and the six subsequent years. The OLS regression equation is used for all 

variables, except age of company as follows. 

 
6

, ,

0

i t j t n i t i t

j

y IPO                                                                    (2) 

where yit is the ith firm-specific variable in the tth period, representing firm operating 

performance, IPOt-n is a dummy variable equal to one if year t-n was the year of the 

IPO and ui (dt) accounts for firm (calendar year) specific effects. For this analysis, only 

the sample of 110 IPO firms is used.  

4.3 IPO pricing  

This section studies the price patterns of large IPOs that listed on the SET between 1997 

and 2007 and IPOs for SMEs that listed on the mai between 2001 and 2007. The study 

investigates the underpricing phenomenon which continues in the primary market over 

periods. The studies explore the issues of underpricing of a new issue.  

4.3.1 Samples of IPOs listed on SET and mai 

The sample for studying IPO pricing comprises two groups. The sample (a) 136 large 

IPOs listed on the SET from 1997 to 2007. This compares favourably with the 

population of 145 IPOs listed; nine listings were excluded from the sample because of 

incomplete data. The sample (b) comprises 53 of the 55 IPOs listed on the mai from 

2001 to 2007. Two IPOs are excluded from the sample because of incompleteness 

across the four data sources employed. The data for two sample groups came from 

various sources. Observations on the issue and first day closing prices are from the 

SETSMART (SET Market Analysis and Reporting Tool). This web-based application 

obtained from the SET seamlessly integrates the various sources of Thai listed company 

data, including historical stock prices, indices, listed company profiles and news. 

Details of the distribution of the IPO (number of primary and secondary shares and total 
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shares) are from the official prospectus filing form (Form 69-1) available on the IPO 

filing database provided by the Capital Market Information Centre at the SEC. Other 

information is from the SET Fact Book series 1997–2007. The proportion of free float 

and strategic shareholders (the proportion of shares retained by the firm) are from the 

Information and Communication Technology Department at the SEC. The distribution 

of IPOs pricing sample by year and industry are shown in Table 4.3 and 4.4, 

respectively.  

Table 4.3: Distribution of IPO pricing sample by year  

Year Total of 200 IPOs 145 IPOs in  sample % included 

 SET mai SET mai SET Mai 

1997 5 - 4 - 80 - 

1998 1 - 1 - 100 - 

1999 - - - - - - 

2000 2 - 2 - 100 - 

2001 7 3 7 2 100 100 

2002 18 6 16 6 88.89 100 

2003 21 6 19 5 90.48 83.33 

2004 36 14 36 14 100 100 

2005 36 14 34 14 94.44 100 

2006 12 6 11 6 91.67 100 

2007 7 6 6 6 100 100 

Total 145 55 136 53 93.78 96.36 

Notes: The mai started operation in 1999 and first launched IPOs for trading in September 

2001, therefore there is no newly IPOs listed on the mai between 1999 and 2000. None of 

newly IPOs listed on the SET in 1999. 

 

Table 4.4: Distribution of IPO pricing sample by industry 

Market Industry Total Sample % included 

SET  AGRO 4 4 100 

 CONSUMP 2 2 100 

 FINCIAL 22 21 95.45 

 INDUS  21 18 85.71 

 PROPCON 41 39 95.12 

 RESOURC 13 11 84.62 

 SERVICE 22 21 95.45 

  TECH 20 20 100 

Mai SMEs 55 53 96.36 

Notes: AGRO – agricultural and food, CONSUMP – consumer 

products, FINCIAL – financial and banking, INDUS – industrial, 

PROPCON – property and construction, RESOURC – resources, 

SERVICE- services, TECH – technology, and SMEs- small-and-

medium-sized enterprises. 
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4.3.2 Models and methodology 

The existing literature on the pricing suggests a broad hypothesis that the IPOs are 

underpriced. In order to test this hypothesis, four complementary measures of 

underpricing are calculated: headline underpricing, underpricing issuer loss, 

underpricing loss by market value, and underpricing loss by issue price (Habib and 

Ljungqvist 1998; Silva Rosa et al. 2003). To extend, the reasons using four measures of 

underpriding is that because all previous studies employ only a single measure of 

underpricing, unlike the present analysis that employs four distinct measures that allow 

for the returns to existing owners, strategic shareholders, and primary and secondary 

shareholders. Combined together, these measures permit a better understanding of the 

impact of underpricing upon the parties most involved and affected by the IPO process.   

Moreover, previous IPO studies in Thailand do suffer from a number of limitations. 

They almost always concern the period before the 1997 Asian financial crisis (See 

example, Wethyavivorn and Koo- Smith (1991), Allen et al. (1999), and Lonkani and 

Tirapat by Laughran, Ritter and Rudqvist (1994). That is, the period from 1975 to 1986 

corresponding to the start-up of the SET and/or the period of rapid economic growth 

from 1987 to 1996. No known study concerns the increasing maturity of the SET IPO 

market since 1997, as analysed in this study. Moreover, as far as the authors are aware 

the study is the first and only study to concern IPOs in the SME-orientated mai market.  

The four underpricing measures used in this study are presented as follows. 

4.3.2.1 Headline underpricing (UPH) 

First, headline underpricing is a traditional measure of underpricing. 
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where  

Pc = closing price on the first day of trading 

Pi= issue price of the company i 

4.3.2.2 Underpricing issuer loss (UPIL) 

Second, underpricing issuer loss (UPIL) determines the loss to the issuer per share. 
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Strategic shareholders = 100%- % free float  

Pc = closing price on the first day of trading  

Pi = issue price of the company i 

To extend, strategic shareholders are the portion of ownership of the firm retained or the 

proportion of shares held by the shareholders for the purpose of company management 

or business strategy and all other variables are as previously defined. The following 

shareholders are considered as strategic shareholders: board members, managers or 

officials on the top four positions ranking down from the manager, including their 

related persons; shareholders that hold shares in the proportion of more than 5%, with 

exception to the following groups of shareholders: securities companies, life-insurance 

companies, insurance companies, mutual funds, and contractual saving funds; and 

shareholders who have controlling power of the company. Strategic shareholders are 

equal to 100% minus the percentage in the free float.  

Free float is the proportion of shares not held by strategic shareholders and not 

reacquired by the issuing company. Free float is estimated from the company’s 

shareholder register as of the latest registered book closing date for general meeting in 

each year and is adjusted for subsequent changes in ownership structure as follows: 

newly issued shares offered through public offerings, and shares issued for warrant 

exercise, preferred stock and debenture conversion are classified as free float; newly 

issued shares offered though private placements are classified as shares held by strategic 

shareholders; changes in management’s shareholding as reported in Form 59-2; in case 

of strategic shareholders selling their shares through public offerings, these shares will 

be counted as free float;  and in case of treasury stock, if a listed company buys its 

shares back, free float will decrease and vice versa. 

4.3.2.3 Underpricing loss by market value (UPLMV) 

Third, underpricing loss by market value (UPLMV) is the underpricing loss standardised 

by the firm’s market value. 

shares Total

sharesPrimary  rsshareholde StrategicsharesSecondary 

c

ic

P

PP
UPLMV  (5) 

 

where  

Secondary shares  = number of shares held by pre-IPO shareholders 
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Primary shares  = number of new shares offered in the IPO 

Total shares  = total shares on issue for the post-IPO firm. 

Strategic shareholders = 100%- % free float  

Pc = closing price on the first day of trading  

Pi = issue price of the company i 

4.3.2.4 Underpricing loss by issue price (UPLIP) 

Forth, underpricing loss by issue price (UPLIP) shows the loss to the issuer 

standardized by the value of the firm based on the issue price.  
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where  

Secondary shares  = number of shares held by pre-IPO shareholders 

Primary shares  = number of new shares offered in the IPO 

Total shares  = total shares on issue for the post-IPO firm. 

Strategic shareholders = 100%- % free float  

Pc = closing price on the first day of trading  

Pi = issue price of the company i 

The four underpricing measures in Equations (1)-(4) are calculated for each firm in the 

sample. The mean and median values for the IPOs listed on the SET and mai are also 

compiled. Finally, a value-weighted measure of each underpricing measures is 

calculated using: 
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where  

UPi = UPSTD, UPIL, UPLMV and UPLIP, respectively  
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This measure of underpricing takes into account a firm’s size relative to the level of 

underpricing. 

To extend the research methodology, because the IPO pricing is only studies of 

underpricing, therefore the four complementary measures of underpricing are 

calculated: headline underpricing, underpricing issuer loss, underpricing loss by market 

value, and underpricing loss by issue price. There will be no further investigation of 

regression analysis like the studies of the IPO performance as the followings. 

4.4 IPO performance  

This section examines the abnormal return patterns of large IPOs on the SET from 

February 1997 to October 2008 and the IPOs for SMEs on the Thai mai from September 

1997 to October 2008. The methodology used to measure IPO performance follows 

Ritter (1991), Brav and Gromper (1997) and Lyon et al. (1999) in the compilation of 

monthly (1) cumulative abnormal (CARs) (2) buy-and-hold returns (BHRs) and (3) 

wealth relatives (WRs). The assumptions and purposes of these alternative measures of 

performance vary. First, CARs are a traditional performance measure calculated as the 

accumulated differences between the average initial return and the average benchmark 

return. Second, BHRs reflect the returns on a strategy of investing in an average sample 

company and deducting the return on a corresponding benchmark (market, industry, 

sector index) over the investment horizon. For instance, Barber and Lyon (1997) and 

Lyon et al (1999) argue that the investor experience is better captured by compounding 

short-term returns (for example, at monthly intervals) to obtain the long-term holding 

period abnormal return. Finally, WRs provide an overall indicator of long-term 

performance by calculating the ratio of the end-of-period wealth from a portfolio of 

issuers to the end-of-period wealth from a portfolio of market benchmarks.  

4.4.1 Samples of IPOs listed on SET and mai 

The sample for the performance assessment comprises two groups. The sample (a) 142 

large IPOs of total 145 newly listed on the SET from February 1997 to November 2007; 

three listing were excluded from the sample because of incomplete data. The sample (b) 

all 55 IPOs for SMEs listed on the mai from September 2001 to December 2007 used to 

calculate the aftermarket performance of IPOs from September 2001 to October 2008. 

Data on issue prices, first month closing prices, monthly stock prices and the SET and 

mai Index are from SETSMART issued by the Information Services Department at the 
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SET. As a result, the percentage of sample included in this study is 97.93% (SET) and 

100% (mai), respectively (See Table 4.5, 4.6 and 4.7) 

Table 4.5: Characteristics and sample distribution by market 

Market SET Mai 

Listing period 1997-2007 1999-2007 

Period of performance study  February 1997-October 2008 September 2001-October 2008 

Total number of IPO 145 55 

Sample 142 55 

% included 97.93 100 

Benchmark market Index SET Index  SET Index (September 2001-December 2002) 

   (February 1997-October 2008) mai Index (January 2003-October 2008) 

Notes: The mai Index used for the market benchmark is only available after 2003. The only alternative available 

for the earlier period was the SET Index. 

 

Table 4.6: Distribution of IPO performance sample by year 

Year IPOs (n=200) Sample (n=199) 

      SET (97.93%) mai (100%) 

1997 5 - 5 - 

1998 1 - 1 - 

1999 - - - - 

2000 2 - 2 - 

2001 7 3 7 3 

2002 18 6 17 6 

2003 21 6 21 6 

2004 36 14 36 14 

2005 36 14 35 14 

2006 12 6 12 6 

2007 7 6 6 6 

Total 145 55 142 55 

Notes: The mai started operation in 1999 and first launched IPOs for 

trading in September 2001, therefore there were no newly IPOs listed on 

the mai between 1999 and 2000. None of newly IPOs listed on the SET 

in 1999.  

 

Table 4.7: Distribution of IPO performance sample by industry 

Market Industry Total Sample % included 

SET  AGRO 4 4 100 

 CONSUMP 2 2 100 

 FINCIAL 22 22 100 

 INDUS  21 20 95.24 

 PROPCON 41 40 97.56 

 RESOURC 13 12 92.31 

 SERVICE 22 22 100 
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Market Industry Total Sample % included 

SET TECH 20 20 100 

Mai SMEs 55 55 100 

Notes: AGRO – agricultural and food, CONSUMP – consumer 

products, FINCIAL – financial and banking, INDUS – industrial, 

PROPCON – property and construction, RESOURC – resources, 

SERVICE- services, TECH – technology, and SMEs- small-and-

medium-sized enterprises. 

 

4.4.2 Models and methodology 

A review of the extent literature on the performance of IPOs suggests five hypotheses.  

H1: Thai IPOs underperform post-listing.  

H2: The long-run performance of IPOs is a negative function of initial return. 

H3: The long-run performance of IPOs is not a positive function of issue size. 

H4: The long-run performance of IPOs is not a negative function of annual volume of 

listing. 

H5: The long-run performance of IPOs is not a positive function of industries 

The previous literature widely suggest the phenomena of the long-term poor 

performance of IPOs, therefore the first hypothesis is to examine this case. Moreover, 

the previous studies suggest that the initial return and the issue size have a negative 

effect on long-run performance. It also indicates that the long-run return of IPOs across 

industries is negative and varies widely. For example, Ritter (1991) found that there is a 

negative correlation between initial return (the level of IPO underpricing) and 

aftermarket performance similar evidence to Aggarwal et al. (1993) and Kim et al. 

(1995) while Allen et al. (1999) suggest that issue size has a negative effect on long-run 

returns. They also found that market return is likely to have a positive relation with 2-

year return. However, Ritter (1991) argues that age appears to be a better proxy for ex-

ante uncertainty than issue size and concludes that younger IPOs have poorer 

aftermarket performance. Ritter (1991) also documents there is a negative relation 

between the annual volume of listings and aftermarket performance due to bad luck, 

overoptimistic forecasts or fads of investors. Thus, the following four hypotheses are 

defined to investigate the possible explanations of the long-run performance of IPOs 

and to test the fads explanation.  
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In order to test the first hypothesis, monthly cumulative abnormal returns (CARs), buy-

and-hold returns (BHRs) and (3) wealth relatives (WRs) Ritter (1991), Brav and 

Gromper (1997) and Lyon et al. (1999) are calculated. To test the hypothesis 2 to 5, the 

multivariate regressions are employed (Ritter 1991; Loughran and Ritter 1995).  

4.4.2.1 Cumulative abnormal returns (CARs) 

The monthly raw return for company i in event month t is defined as Rit where the 

starting price for each company is its last price for the month of listing, excluding the 

initial return. The abnormal return is calculated for each month up to 36 months or its 

delisting. The event month is defined as the month period following the listing month.  

The monthly raw return for company i in event month t is measured as following: 
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where 

Rit = monthly raw return of the company i in event month t; 

Pc = closing price on the first month of listing  

Pi= issue price of the company i 

Each IPO company is calculated using the monthly raw return from the month 1 to 

month 36 or its delisting. 

Monthly benchmark return for company i is calculated the same way as the monthly 

raw return over the same period as following: 
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where 

benchtR  = monthly benchmark return on company i; 

Pc-bench = closing price of the benchmark on the first listing month; 

Pi-bench = closing price of the benchmark on the previous month.  

Monthly raw return and benchmark return are adjusted for the benchmark adjusted 

return during the equivalent time period. Benchmark adjusted return is defined as ARit 

where the starting price for each company is its last price for the month of listing. It is 

calculated as the difference between raw return of company i and the return on the 

benchmark portfolio over the same period.  
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 it it benchtAR R R  (10) 

 

itAR = benchmark adjusted return on company i; 

itR  = monthly raw return of the company i in event month t; 

benchtR  = monthly benchmark return on company i during the same period. 

Average benchmark adjusted return for month t on a portfolio of n stocks for event 

month t defined as itAR . It is the value- weighted arithmetic mean of the benchmark 

adjusted returns: 
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where 

itAR  = value-weighted arithmetic mean of the benchmark adjusted returns; 

ARit  = benchmark adjusted return; 

n = number of companies in month t. 

 

To assess whether the mean abnormal returns are significantly different from zero, 

studentisted t-tests for mean abnormal returns are calculated as: 

 _ it
month

it

AR
AR t

AR n
 (12) 

where 

itAR  = sample mean; 

σ = sample standard deviation of abnormal returns; 

n = number of companies in month t; 

Cumulative average benchmark adjusted returns from event month 1 to event month t 

defined as 1,tCAR . It is calculated by cumulating the average benchmark adjusted returns 

( itAR ) over various intervals during the 36-month aftermarket period.  
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where 

1,tCAR = cumulative average benchmark adjusted return for month 1 to month t; 

itAR  = value-weighted arithmetic mean of the benchmark adjusted returns. 

To assess whether the cumulative average benchmark adjusted returns are significantly 

different from zero, studentisted t-tests for cumulative average benchmark adjusted 

returns are calculated as: 

 
1,

1,

_
t

month

t

CAR
CAR t

CAR n
 (14) 

where 

1,tCAR  = sample mean; 

σ = sample standard deviation of abnormal returns; 

n = number of IPOs 

 

 4.4.2.2 Buy-and-hold returns (BHRs) 

First, buy-and-hold return for the company i, denoted as BHRit, excluding the initial 

return on the first trading day, is defined as follows: 

 min( , ) (1 ) 1T delist

it t start itBHR R  (15) 

where 

Rit = monthly raw return of the company i in event month t; 

Second, the mean buy-and-hold return of company i, denoted as itBHR , is computed as 

the arithmetic average: 
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where  

n = number of IPOs in the sample 
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For the benchmark the buy-and-hold return, denoted as BHRbencht, is calculated in the 

same way as buy-and-hold return for the company i (BHRit).  

 min( , ) (1 ) 1T delist

bencht t start benchtBHR R  (17) 

 

The average buy-and-hold return of their benchmarks is calculated as: 

 
1

1 n

bencht bencht

i

BHR BHR
n

 (18) 

 

The buy-and-hold return for the company i and the benchmark the buy-and-hold return 

are adjusted to calculate the benchmark-adjusted buy-and-hold return for each company. 

It is denoted as itBHAR and calculated by deducting the buy-and-hold return on the 

benchmark portfolio benchtBHR as follows: 

 it it benchtBHAR BHR BHR  or 

min( , ) min( , )(1 ) 1 (1 ) 1T delist T delist

it t start it t start benchtBHAR R R  (19) 

 

The average buy-and-hold return for a period t, denoted as itBHAR , is defined as the 

arithmetic mean abnormal return on all IPOs in the sample of size n: 
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Next, the positive (negative) value of BHAR indicates that IPOs outperform 

(underperform) a portfolio of benchmarks. To test whether the average buy-and-hold 

return is different from zero for the sample of IPO, a t-test is calculated:  
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where 

BHAR  = sample mean; 
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σ = sample standard deviation of abnormal returns; 

n = number of IPOs 

It was stated that BHARs are subjected to several biases. One of them was the 

correlation of returns across the events, which are unable to be fully absorbed by the 

model used to measure long-term returns. This becomes more problematic over the long 

investment horizon, as it is plausible to expect that the longer sample period would 

capture more events. Fama (1998), Lyon et al. (1999) and Mitchell and Stafford (2000) 

support the use of mean monthly calendar time return methodology to control for cross 

sectional correlation of return across events.  

4.4.2.3 Wealth relatives (WRs)  

The last measure of IPO performance is the wealth relatives which is applied from the 

three-year total buy-and-hold returns. They are defined as the ratio of the end-of-period 

wealth from holding a portfolio of issuers to the end-of-period wealth from holding a 

portfolio of benchmarks, given by 
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It can interpret a wealth relative of greater than unity as meaning that an IPO 

outperformed a portfolio of benchmarks, whereas a wealth relative of less than unity 

indicates that the IPO underperformed.  

4.4.2.4 Regression analysis 

This section answers the final research question and tests the last four hypothses 

whether the long-run performance of IPO firms is influenced by selected explanatory 

variables. To test the effects of some explanatory variables which are issue size, initial 

return, annual volume, market returns, and industry [as a dummy variable to test IPOs 

performance across industry according to Levis (1993) reports that there are marked 

difference in the average three-year holding period return among different industries] on 

the post-IPO long run performance which is the three-year buy-and-hold return and 

three-year benchmark-adjusted buy-and-hold return, regression analyses clarify the 

effect of each factor. Unfortunately, firm age is poorly defined in the sample data and is 

not included in the analysis. In addition, only large IPOs listed on the SET used for this 

analysis because the SET industry classification is available for the study. Whereas 

there is no mai industry classification for IPOs, therefore IPOs for SMEs are not used 

for this analysis.   
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As an alternative to use of BHRs which implicitly assume monthly portfolio 

rebalancing, three-year (36 months) benchmark adjusted returns can be calculated as 

follows. 

1. Three -year buy-and-hold raw return 

 36

13 (1 ) 1i t itBHR R  (23) 

where  

3 iBHR  = three- year buy-and-hold raw return; 

itR   = monthly return for IPOi for month t. 

2. Three -year benchmark buy-and-hold return 

 36

13 (1 ) 1bench t benchtBHR R  (24) 

where 

3 benchBHR  = three- year benchmark buy-and-hold return; 

itR    = monthly benchmark return for month t. 

3. Three -year benchmark adjusted buy-and-hold return 

 3 3 3t t benchBHAR BHR BHR  (25) 

where 

3 iBHAR  = three- year benchmark adjusted buy-and-hold return; 

3 iBHR  = three- year buy-and-hold raw return; 

3 benchBHR = three- year benchmark buy-and-hold return; 

These return series will be used in the following multiple regression analyses and the 

multiple regressions used are: 

 0 1 2 3 4 53 i i i i i i iBHR RTN SLE VOL MAR IND  (26) 

 0 1 2 3 4 53 i i i i i i iBHAR RTN SLE VOL MAR IND  (27) 

where the dependent variables are: 

3 iBHR   = three- year buy-and-hold raw return; 

3 iBHAR  = three- year benchmark-adjusted buy-and-hold return.  

where the explanatory variables are: 
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RTN   = monthly raw return, excluding the initial return; 

VOL   = number of IPOs each year; 

SLE   = issue size in millions of baht; 

iMAR  = three- year benchmark buy-and-hold return for the market over the 

same period as the IPOi; 

iIND   = various dummy variables for industry in which the IPOi operates; 

i   = residual terms. 

Another frequently used methodology to measure the performance of IPO is the 

matched- firm approach (See for example, Barber and Lyon, 1996; Fama, 1998; Hamao 

et al., 2000; Loughran and Ritter, 1995; Purnanandam and Swaminathan, 2004). This 

methodology uses the equivalent period returns on non-issuing companies similar in 

some characteristics to the equity-issuing firms under study such as company market 

capitalization, industry or book-to-market value of equity. However, for the IPO 

companies which listed on the SET and mai, it is difficult to find a similar, non-equity 

issuing control company during the sample period. In conclusion, due to the small 

numbers of IPO sample listed on the SET and mai, the Fama-French multi factor model 

and the matched-firm approach would not be appropriate method to account for long-

term returns’ performance and would therefore not be used.  

To conclude, the type and source of variables used in this study are summarised in 

Table 4.8 as follows. 

 

Table 4.8: Summary of type and source of variables used in the three empirical studies 

Study Market Size Study period Variable   Source 

Activity SET 5,118 

(Private) 

January 2001-December 2007 Total assets, revenue 

from sales, total debts, 

EBITA, PP&E, interest 

expenses 

 Registered Business Database at 

the DBD (Private sample) and 

SETSMART at the SET (IPO 

sample). 

110 (IPO)   Registered Business Database at 

the DBD and SETSMART at 

the SET (IPO sample). 

Pricing 

 

 

 

 

 

 

 

SET 136 February 1997- November 2007 Issue price, first day 

trading price, 

proportion of IPO 

distribution (primary 

shares, secondary 

shares, and total 

shares) 

 

 

 SETSMART at the SET  
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Study Market Size Study period Variable   Source 

Pricing 

 

mai 55 September 2001-December 2007 Proportion of free float 

and strategic 

shareholders 

  IPO Filing Database and 

official prospectus filing form 

(Form 69-1) from the Capital 

Market Information Center at 

the SEC and Fact Book Series 

1997-2007 at the SET. 

 

     Information and 

Communication Technology 

Department at the SEC and Fact 

Book Series 2001-2007 at the 

SET. 

Performance SET 142 February 1997-October 2008 Offering price, first day 

trading price, SET 

Index and mai Index 

  SETSMART at the SET 

mai 53 September 2001-October 2008   

 

4.5 Concluding remarks 

This chapter presents the data and research methods used in this study. The following 

empirical results chapter provides further information on activity, pricing and 

performance of IPOs examined in this study. Moreover, the next chapter reports the 

analyses and results for testable hypotheses on the factors determining the IPO decision 

and outcomes after this decision has made, including the underpricing and long run 

performance which is developed from Chapter 3 and 4.  
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CHAPTER 5 

EMPIRICAL RESULTS  

 

5.1 Introduction 

This chapter analyses the data and reports the empirical findings for the activity, pricing 

and performance of IPOs. Consistent with Chapter 4 Empirical Methodology, this 

chapter is organized as follows. Section 5.2 presents the results of IPO activity 

concerning the analysis of determinants and outcomes of IPOs. The results of IPO 

pricing relating to the measures of underpricing are detailed in Section 5.3. Section 5.4 

shows the results of IPO performance in the long run post-listing. Finally, the 

concluding remarks are wrapped up in Section 5.5. 

5.2 IPO activity 

The section presents the results of an examination of firm-specific determinants and 

outcomes of IPOs using data for 5,228 private and public firms in Thailand between 

2001 and 2007.  The IPO listing requirements of the Stock Exchange of Thailand (SET) 

are used to identify private firms that satisfied the SET listing requirements but chose 

not to go public. This allows for a comparison of public firms that choose IPOs and 

those that do not. The results of analysis of the determinants and outcomes of IPOs are 

reported in Section 5.2.1 and Section 5.2.2, respectively. Summary and discussion are 

included in Section 5.2.3. 

5.2.1 Determinants of IPOs 

5.2.1.1 Descriptive statistics 

Table 5.1 contains summary statistics on the privately held and publicly listed firms. In 

terms of statistically significant differences in means only, the average age of private 

firms is 15.5 years whereas the average age of IPO firms is 13.8 years. The average IPO 

firm is also more than twice as large. These figures show huge differences from the 

average age value of about 40 years for the European IPOs reported by Rydqvist and 

Högholm (1995) and Pagano et al. (1998) and the corresponding values for the US new 

public companies reported by Gompers (1996). Finally, private firms are less leveraged 

than IPO firms. 
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Table 5.1: Descriptive statistics of private and public firms, 2001-2007  

Variable 
Non-IPO (n = 5,118 ) IPO (n = 110) Equality of variances Equality of means 

Mean Std dev. Mean Std dev. F-statistic p-value t-statistic p-value 

AGE 15.498 10.527 13.836 9.113 5.919 0.015 1.885 0.061 

ASS  3.188 8.319 7.504 26.904 88.918 <0.001 –1.681 0.095 

GRW  1.926 45.467 0.631 2.287 0.388 0.533 0.298 0.765 

LEV 0.497 0.328 0.550 0.209 4.404 0.035 –2.569 0.011 

ROA 0.106 3.180 0.101 0.151 0.106 0.744 0.016 0.986 

INV 4.335 133.244 0.449 1.802 0.377 0.539 0.305 0.759 

INT 0.050 0.777 0.028 0.032 0.244 0.621 0.303 0.761 

Notes: AGE – years since establishment, ASS – total assets in billions of baht, GRW – sales growth, LEV – leverage, 

ROA – return on assets, INV – growth of investment in property, plant and equipment, INV – interest. The null 

hypothesis for the two-sided variance test is equal variances for IPOs and non-IPOs. The null hypothesis of the one-sided 

means test is non-IPO mean is less than IPO mean. The variance test determines whether the means test assumes equal or 

unequal variances. 

 

5.2.1.2 The model estimation results 

Table 5.2 provides the estimates of the model of the firm’s decision to go public. Of the 

seven estimated coefficients shown, four are statistically significant at the .01 level or 

lower. Table 5.7 compares the presented hypotheses and results of the determinants of 

IPOs. First, the estimated coefficient for firm age is negative, indicating that the 

presented hypothesis of “Younger firms are less likely to go public” must be 

specifically rejected given that the statistical tests do not support it.. This is a similar 

result to Boehmer and Ljungqvist (2004) who used company age as a proxy for 

uncertainty in future profitability but contrast with most previous studies in developed 

countries [see, for example, Leland and Pyle (1977), Rock (1986), Pagano et al. (1998), 

and Chemmanur and Fulghieri (1999)]. Second, consistent with the results in Pagano et 

al. (1998) there is a positive relationship between firm size (ASS) and the likelihood of 

going public and this is in agreement with the theories on direct costs, adverse selection 

costs and stock liquidity as relevant motivating factors for initial owners to go public. 

Third, there is a negative relationship between firm leverage (LEV) and the cost of 

borrowing (INT) and the likelihood of going public (p<.001): that is, it may further 

hypothesis and speculate that the firms with more debt and higher borrowing costs are 

less likely to go public according to the specially rejected given that the statistical tests 

do not support it. This is an unusual finding in that the pecking order hypothesis 

suggests that firms will turn to external equity financing after external debt financing is 

exhausted and that equity is a relatively cheaper funding source with higher levels of 

debt. Lastly, the motivations for an IPO differ significantly across industries and the 

year of issue (now shown). The estimated coefficients for the industry and time controls 

indicate that Thai firms in manufacturing, electricity, gas and water supply, hotels and 
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restaurants, and real estate, renting and business activities are less likely to go public as 

are firms operating in 2004, 2005 and 2007. 

 

Table 5.2: Firm-specific determinants of IPOs 

Variable Est. coef. Std. error p-value 

AGE –0.076 0.004 <0.001 

ASS 0.010 0.002 <0.000 

GRW –0.027 0.025 0.287 

LEV –1.695 0.120 <0.001 

ROA –0.003 0.010 0.762 

INV –0.005 0.012 0.625 

INT –5.877 1.329 <0.001 

Notes: Hannan–Quinn criteria = 0.2820, Log 

likelihood –722.0816. 

 

Unfortunately, the ability of the model to predict correctly an IPO using only this 

information is relatively poor. This is not unexpected as all of the firms included 

technically satisfy the SET listing requirements (mostly quantitative financial statement 

information) and so both the very small number of IPOs and the very large number of 

non-IPOs are homogeneous. Based on a prediction success shown in Table 5.3, the 

model correctly identifies 95.36 percent of non-IPOs but only 3.53 percent of IPOs, and 

incorrectly identifies only 4.64 percent of non-IPOS but 96.47 percent of IPOs. This 

provides only a marginal increase in predictability over a constant probability model 

(one including only the sample probabilities) of just 1.46 percent. Of course, the ability 

of firm-specific financial variables to predict the probability of an IPO would be much 

higher if the sample was drawn across, say, all Thai firms. However, once the threshold 

set by the SET is attained, it is very difficult to separate firms into those more or less 

likely to pursue an IPO, suggesting that other factors are at play.   

Table 5.3: Expectation-prediction evaluation for binary specification 

             Estimated equation            Constant probability 

  Dep=0 Dep=1 Total Dep=0 Dep=1 Total 

E(# of Dep=0) 4880.77 106.12 4986.89 5010.31 107.69 5118 

E(# of Dep=1) 237.23 3.88 241.11 107.69 2.31 110 

Total 5118 110 5228 5118 110 5228 

Correct 4880.77 3.88 4884.65 5010.31 2.31 5012.63 

% Correct 95.36 3.53 93.43 97.9 2.1 95.88 

% Incorrect 4.64 96.47 6.57 2.1 97.9 4.12 

Total gain* -2.53 1.43 -2.45    

Percent gain** -120.3 1.46 -59.42       

Notes: *Change in "% Correct" from default (constant probability) specification, **Percent of incorrect (default) 

prediction corrected by equation 
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5.2.2 The outcomes of IPOs 

 

5.2.2.1 Descriptive statistics 

Tables 5.4 and 5.5 respectively summarize the year and industry effects following an 

IPO. In terms of significant differences in means, IPOs in 2004 have a higher ROA 

post-IPO while IPOs in 2005 have higher growth than other IPOs. However, the post-

IPO growth of IPOs in both 2006 and 2007 is lower, while leverage in 2007 is higher. 

There is also some variation in the post-IPO effects by industry. For example, ROA is 

lower post-IPO in the services (SER) industry but significantly higher in resources 

(RES) and agricultural and food (AGR). In terms of assets, pots-IPO firms are larger in 

resources (RES) but smaller in industrial (IND), consumer products (CNS) and 

agricultural and food (AGR). Finally, leverage is lower in agricultural and food (AGR) 

firms post-IPO, but higher in consumer products (CNS). 

Table 5.4: Descriptive statistics by year  

Year Variable Mean Std. dev. Mean Std. dev. 
Equality of variances Equality of means 

F-statistic p-value t-statistic p-value 

2
0

0
1

 (
4

, 
4

1
7

) 

ASS  22.885 0.003 21.721 0.001 4.957 0.027 –0.9215 0.425 

GRW  –0.027 0.445 0.218 0.622 0.030 0.864 0.788 0.431 

LEV 0.549 0.270 0.413 0.223 0.102 0.750 –1.2104 0.227 

ROA 0.048 0.046 0.065 0.145 0.326 0.569 0.233 0.816 

INV 0.108 0.388 0.491 5.777 0.032 0.857 0.132 0.895 

INT 0.014 0.012 0.148 2.481 0.036 0.850 0.107 0.915 

2
0

0
2

 (
1

5
, 

4
0

6
) 

ASS  21.675 0.001 21.734 0.001 0.013 0.908 0.174 0.862 

GRW  0.675 1.257 0.199 0.580 15.683 0.000 –1.4616 0.166 

LEV 0.361 0.172 0.417 0.225 0.693 0.406 0.934 0.351 

ROA 0.102 0.110 0.064 0.145 0.003 0.959 –1.0348 0.301 

INV 0.215 0.623 0.497 5.854 0.078 0.781 0.186 0.853 

INT 0.020 0.018 0.151 2.514 0.131 0.717 0.200 0.841 

2
0

0
3

 (
3

3
, 

3
8

8
 )

 ASS  21.574 0.001 21.745 0.001 0.574 0.449 0.733 0.464 

GRW  0.450 0.912 0.196 0.587 3.213 0.074 –1.5764 0.124 

LEV 0.362 0.170 0.419 0.227 0.801 0.371 1.387 0.166 

ROA 0.097 0.092 0.062 0.148 0.291 0.590 –1.3281 0.185 

INV 0.363 1.532 0.497 5.974 0.042 0.839 0.129 0.898 

INT 0.021 0.022 0.157 2.572 0.299 0.585 0.303 0.762 

2
0

0
4

 (
6

3
, 

3
5

8
 )

 ASS  21.716 0.001 21.735 0.001 0.303 0.583 0.102 0.919 

GRW  0.344 0.619 0.193 0.619 0.353 0.553 –1.7928 0.074 

LEV 0.388 0.200 0.419 0.228 0.008 0.929 1.011 0.313 

ROA 0.098 0.071 0.059 0.153 1.543 0.215 –1.9985 0.046 

INV 0.235 0.317 0.531 6.234 0.703 0.402 0.376 0.707 

INT 0.023 0.031 0.168 2.678 0.623 0.430 0.429 0.668 

2
0

0
5

 (
9

3
, 

3
2

8
) 

ASS  21.683 0.001 21.746 0.001 0.495 0.482 0.410 0.682 

GRW  0.372 0.743 0.171 0.575 2.191 0.140 –2.7822 0.006 

LEV 0.400 0.185 0.419 0.234 0.960 0.328 0.701 0.484 

ROA 0.079 0.074 0.061 0.158 2.628 0.106 –1.0977 0.273 

INV 0.298 0.857 0.540 6.500 0.573 0.450 0.357 0.721 

INT 0.022 0.017 0.182 2.797 1.043 0.308 0.550 0.583 

Notes: Number of IPO and non–IPO firms in brackets after year. 
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Year Variable Mean Std. dev. Mean Std. dev. Equality of variances Equality of means 

      F-statistic p-value t-statistic p-value 
2

0
0
6

 (
1

0
4

, 
3

1
7

) ASS  21.799 0.001 21.710 0.001 0.080 0.778 –0.6180 0.537 

GRW  0.089 0.317 0.257 0.687 7.457 0.007 3.395 0.001 

LEV 0.417 0.193 0.414 0.233 0.234 0.629 –0.1459 0.884 

ROA 0.052 0.110 0.069 0.154 0.001 0.976 1.011 0.313 

INV 1.389 11.491 0.191 0.741 11.055 0.001 –1.0634 0.290 

INT 0.031 0.022 0.184 2.846 1.169 0.280 0.548 0.584 

2
0

0
7

 (
1

0
9

, 
3

1
2

) ASS  21.730 0.001 21.733 0.001 0.543 0.461 0.014 0.989 

GRW  0.003 0.339 0.290 0.678 5.575 0.019 5.717 0.000 

LEV 0.457 0.297 0.400 0.190 3.861 0.050 –1.8975 0.060 

ROA 0.031 0.234 0.077 0.092 6.545 0.011 1.997 0.048 

INV 0.020 0.351 0.650 6.671 1.574 0.210 0.984 0.326 

INT 0.493 4.852 0.025 0.023 11.291 0.001 –1.0082 0.316 

Notes: Number of IPO and non–IPO firms in brackets after year. 

 

Table 5.5: Descriptive statistics by industry 

Year Variable Mean Std. dev. Mean Std. dev. 
Equality of variances Equality of means 

F-statistic p-value t-statistic p-value 

T
E

C
H

 (
8

6
, 

3
3

5
) ASS  21.355 0.001 21.829 0.001 2.716 0.100 3.085 0.002 

GRW  0.195 0.587 0.221 0.630 0.250 0.617 0.346 0.730 

LEV 0.406 0.182 0.417 0.234 1.625 0.203 0.417 0.677 

ROA 0.076 0.096 0.062 0.154 1.413 0.235 –0.7870 0.432 

INV 0.080 0.347 0.591 6.441 1.049 0.306 0.736 0.462 

INT 0.021 0.019 0.179 2.768 0.931 0.335 0.530 0.596 

S
E

R
 (

8
5

, 
3

3
6

) 

ASS  21.928 0.001 21.682 0.001 0.806 0.370 –1.5843 0.114 

GRW  0.265 0.818 0.203 0.561 2.631 0.106 –0.8144 0.416 

LEV 0.439 0.339 0.408 0.184 19.687 0.000 –0.8053 0.423 

ROA 0.010 0.263 0.079 0.088 19.229 0.000 2.385 0.019 

INV 0.463 1.597 0.493 6.388 0.011 0.918 0.043 0.966 

INT 0.024 0.023 0.178 2.764 0.897 0.344 0.512 0.609 

R
E

S
 (

3
9

, 
3

8
2

) 

ASS  23.245 0.002 21.577 0.001 90.375 0.000 –4.8128 0.000 

GRW  0.205 0.583 0.217 0.625 1.295 0.256 0.115 0.909 

LEV 0.437 0.205 0.412 0.226 0.001 0.972 –0.6625 0.508 

ROA 0.107 0.056 0.061 0.150 2.008 0.157 –1.8964 0.059 

INV 0.086 0.257 0.528 6.035 0.479 0.490 0.456 0.648 

INT 0.029 0.017 0.159 2.592 0.368 0.545 0.313 0.755 

P
R

P
 (

1
3

7
, 

2
8

4
) ASS  21.628 0.001 21.782 0.001 10.390 0.001 1.285 0.200 

GRW  0.249 0.661 0.200 0.601 2.739 0.099 –0.7468 0.456 

LEV 0.435 0.173 0.405 0.244 8.118 0.005 –1.2959 0.196 

ROA 0.057 0.077 0.069 0.167 3.137 0.077 0.962 0.337 

INV 1.066 9.992 0.208 0.921 5.771 0.017 –1.0031 0.318 

INT 0.399 4.328 0.025 0.020 8.057 0.005 –1.0136 0.313 

IN
D

 (
5

2
, 
3

6
9

) 

ASS  21.345 0.001 21.786 0.001 6.818 0.009 3.463 0.001 

GRW  0.118 0.221 0.230 0.657 7.282 0.007 2.443 0.015 

LEV 0.410 0.176 0.415 0.230 1.245 0.265 0.159 0.874 

ROA 0.077 0.064 0.063 0.152 1.484 0.224 –0.6223 0.534 

INV 0.147 0.294 0.535 6.140 0.624 0.430 0.455 0.650 

INT 0.032 0.018 0.163 2.637 0.510 0.476 0.358 0.721 

C
N

S
 (

4
, 
4

1
7

) 

ASS  20.893 0.000 21.740 0.001 3.370 0.067 10.741 0.000 

GRW  0.110 0.044 0.217 0.624 1.346 0.247 0.343 0.732 

LEV 0.178 0.095 0.417 0.224 1.525 0.218 2.131 0.034 

ROA 0.119 0.047 0.065 0.145 0.242 0.623 –0.7509 0.453 

INV 0.002 0.080 0.492 5.777 0.066 0.797 0.169 0.866 

INT 0.032 0.031 0.148 2.481 0.032 0.859 0.093 0.926 

Notes: Industries (post-IPO) are technology (TCH), services (SER), resources (RES), property and construction (PRP), 

industrial (IND), consumer products (CNS) and agricultural and food (AGR). Number of IPO and non-IPO firms in 

brackets after industry. 
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Year Variable Mean Std. dev. Mean Std. dev. 
Equality of variances Equality of means 

F-statistic p-value t-statistic p-value 
A

G
R

 (
1

8
, 
4

0
3

) ASS  21.422 0.001 21.746 0.001 4.549 0.034 2.076 0.048 

GRW  0.158 0.170 0.218 0.633 3.452 0.064 1.181 0.244 

LEV 0.204 0.094 0.424 0.223 6.103 0.014 8.854 0.000 

ROA 0.196 0.142 0.059 0.142 2.279 0.132 –3.9967 0.000 

INV 0.097 0.189 0.504 5.877 0.243 0.622 0.294 0.769 

INT 0.016 0.016 0.152 2.524 0.162 0.688 0.229 0.819 

Notes: Industries (post-IPO) are technology (TCH), services (SER), resources (RES), property and construction (PRP), 

industrial (IND), consumer products (CNS) and agricultural and food (AGR). Number of IPO and non-IPO firms in 

brackets after industry. 

 

5.2.2.2 The model estimation results 

Table 5.6 uses regression models to estimate the effects of the decision to go public. As 

shown, firm size (ASS) increases slowly and is statistically significant for 4 to 6 years 

post-IPO. It is also found a reduction in sales growth (GRW) after listing, but this is 

only significant two years after the IPO. Unlike previous work that indicates that 

leverage (LEV) declines after an IPO (Kim and Weisbach 2008; Mayers 1984; Sah and 

Stiglitz 1986; Allen and Gale 1999), the results indicate that leverage slowly increases 

and is statistically significant at the 1% level for years 2, 3, 5 and 6 after the IPO.  

In terms of profitability, it is found a statistically significant increase at the 1% level for 

each year after the second year. These results contrast with the findings in Jain and Kini 

(1994), Mikkelson et al. (1997), and Pagano et al. (1998). However, the decision to go 

public has no impact on investment (INV) as in Ritter (1991). One of the more 

interesting findings is that interest rates (INT) decrease post-IPO from the first to the 

fourth year. The decline in borrowing costs is a common observation for firms post-IPO 

because: (i) companies become safer borrowers when they reduce their leverage with 

the IPO; (ii) more information becomes publicly available so lenders have more 

information about creditworthiness; and (iii) being listed on the stock market offers a 

company an outside financing option that improves the firm’s bargaining power with 

banks (Rajan, 1992; Pagano et al. (1998). 

Table 5.7 compares the presents hypotheses and results of the outcomes of IPOs. Of the  

six estimated coefficients shown in Table 5.6. The first presented hypothesis of “Total 

assets of IPO firms increase after firms went public” is accepted, however it is statically 

significant for 4-6 years after listing. Whereas the hypotheses of “The sales growth of 

IPO firm increase after firms went public” , the “Leverage of IPO firms decrease after 

firms went public” and  the “Profitability of IPO firms decrease after firms went public 

are rejected unlike most previous studies.  There is no change of the result of investment 
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which agree with the hypothesis of the “Investment of IPO firms is stable after firms 

went public. Therefore, this hypothesis is accepted. Lastly, the hypothesis of “The 

interest rate of IPO firms decrease after firms went public” is accepted because the 

hypothesis concurs with the result  
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Table 5.6: Firm-specific post-IPO outcomes  

Variable ≤YR 1 IND TME ≤YR 2 IND TME ≤YR 3 IND TME ≤YR 4 IND TME ≤YR 5 IND TME ≤YR 6 IND TME All IND TME 

A
S

S
 

Coef. 0.840 – – 2.631 – – 3.845 – – 5.149 – – 6.956 – – 9.755 – – 9.755 – – 

F–stat. – 8.106 1.805 – 10.895 3.719 – 12.506 5.427 – 13.565 7.480 – 14.034 7.880 – 14.678 7.427 – 14.678 7.427 

Std. dev. 4.153 – – 2.985 – – 2.843 – – 3.212 – – 3.669 – – 4.361 – – 4.361 – – 

p–value 0.839 <0.001 0.180 0.378 <0.001 0.054 0.177 <0.001 0.020 0.109 <0.001 0.006 0.058 <0.001 0.005 0.025 <0.001 0.006 0.025 <0.001 0.006 

G
R

W
 Coef. –0.047 – – –0.124 – – 0.0628 – – –0.046 – – –0.045 – – –0.040 – – –0.040 – – 

F–stat. – 3.170 2.586 – 4.633 4.279 – 5.913 9.073 – 6.331 10.883 – 6.483 11.480 – 6.524 11.896 – 6.524 11.896 

Std. dev. 0.137 – – 0.059 – – 0.042 – – 0.032 – – 0.028 – – 0.027 – – 0.027 – – 

p–value 0.727 0.003 0.109 0.037 <0.001 0.039 0.135 <0.001 0.002 0.155 <0.001 0.001 0.110 <0.001 <0.001 0.135 <0.001 <0.001 0.135 <0.001 <0.001 

L
E

V
 

Coef. 0.024 – – 0.024 – – 0.018 – – –0.046 – – 0.022 – – 0.022 – – 0.022 – – 

F–stat. – 11.875 0.285 – 15.035 0.261 – 16.616 0.180 – 6.331 10.883 – 13.836 0.157 – 13.944 0.158 – 13.944 89.515 

Std. dev. 0.026 – – 0.014 – – 0.011 – – 0.032 – – 0.011 – – 0.011 – – 0.011 – – 

p–value 0.353 <0.001 0.593 0.088 <0.001 0.609 0.095 <0.001 0.671 0.155 <0.001 0.001 0.054 <0.001 0.691 0.039 <0.001 0.690 0.039 <0.001 <0.001 

R
O

A
 

Coef. –0.013 – – –0.017 – – –0.008 – – –0.006 – – –0.011 – – –0.010 – – –0.010 – – 

F–stat. – 9.768 1.068 – 11.456 4.280 – 13.761 5.362 – 15.475 5.773 – 8.818 2.849 – 8.867 3.045 – 8.867 3.045 

Std. dev. 0.010 – – 0.006 – – 0.004 – – 0.003 – – 0.009 – – 0.008 – – 0.0082 – – 

p–value 0.211 <0.001 0.302 0.005 <0.001 0.039 0.069 <0.001 0.021 0.101 <0.001 0.016 0.191 <0.001 0.092 0.199 <0.001 0.081 0.199 <0.001 0.081 

IN
V

 

Coef. 0.969 – – –0.138 – – –0.274 – – –0.251 – – –0.250 – – –0.238 – – –0.238 – – 

F–stat. – 0.265 0.313 – 0.259 0.381 – 0.261 0.451 – 0.285 0.437 – 0.280 0.452 – 0.280 0.444 – 0.280 0.444 

Std. dev. 0.978 – – 0.152 – – 0.214 – – 0.203 – – 0.191 – – 0.181 – – 0.181 – – 

p–value 0.322 0.966 0.575 0.366 0.968 0.537 0.202 0.968 0.502 0.216 0.959 0.508 0.191 0.961 0.501 0.189 0.961 0.505 0.189 0.961 0.505 

IN
T

 

Coef. –0.012 – – –0.006 – – –0.004 – – –0.002 – – 0.254 – – 0.233 – – 0.233 – – 

F–stat. – 1.414 9.005 – 1.540 14.121 – 2.086 13.494 – 2.157 12.931 – 0.429 0.280 – 0.446 0.241 – 0.446 0.241 

Std. dev. 0.003 – – 0.001 – – 0.001 – – 0.001 – – 0.254 – – 0.234 – – 0.234 – – 

p–value <0.001 0.201 0.003 <0.001 0.153 <0.001 0.001 0.044 <0.001 0.007 0.037 <0.001 0.318 0.883 0.596 0.319 0.872 0.623 0.319 0.872 0.623 

Notes: ≤YR# – year after IP0, ALL – all years, IND – test of joint significance of industry dummies, TME – test of joint significance of time dummies. 
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Table 5.7: Summary of hypotheses and results 

 

Variable 
 

 
 Determinants Outcomes 

  Hypothesis Result Hypothesis Result 

Firm age  
  

AGE 
  

+/- - Excluded Excluded 

Size of the 

firm  

 ASS 

 

+ + + + 

Growth rate 
 

GRW 
 

+ - +/- - 

Leverage 
 

LEV 
 

+/- - - + 

Profitability 

 

ROA 

 

+/- - - + 

Investment 

 

INV 

 

+ - +/No change No change 

Interest  

 

INT 

 

+ - - - 

 

According to the results, there is another test called matched sampling is where each 

member of a sample is matched with a corresponding member in every other sample by 

reference to qualities other than those immediately under investigation. The object of 

matching is to obtain better (but not the only) estimates of differences by “removing” 

the “possible” effects of other variables. Unfortunately, matched sampling requires an 

extensive and  large dataset and this was simply not possible using the small number of 

IPOs in the Thai market. According to the limited data available and the results in that 

they could influenced by variable unspecified (and unobtainable) in the analysis.  

 

5.2.3 Summary and discussion 

The study of IPO activity seeks to explain why Thai firms decide to go public. Using a 

large database of eligible private firms in Thailand, it empirically studies the 

determinants of initial public offerings (IPOs) by comparing the pre- and post-IPO 

characteristics of private firms. The results suggest that the likelihood of an IPO is 

increasing with firm size and leverage. However, contrary to most previous studies, 

Thai firms that are generally younger and with lower borrowing rates are more likely to 

go public. The post-IPO results show that IPO firms went public to reduce borrowing 

rates not to fund future investment and growth, which is similar to the results in Pagano 

et al. (1998) but contrasts with Singh (1995). Furthermore, it is found that the 

profitability of Thai firms increases strongly during the post-listing period for a period 

of two years. Combined together, it is found that there is consistent with financial 

flexibility and greater bargaining with banks, the exploitation of mispricing, and a lower 

cost of capital as a motivation for an IPO and moderate support for theories 

emphasizing risk sharing and portfolio diversification. However, it is found that there is 
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less support for indirect costs (loss of confidentiality), raising capital for funds growth 

and the reduction of leverage and overcoming financing (borrowing) constraints as a 

motivation for IPOs in Thailand.  

As discussed earlier, the firm-specific financial variables, industry and calendar effects 

examined in this study provide only a partial insight into the motivations for or against 

an IPO in Thailand. Clearly, IPOs are infrequent events in Thailand with only 110 firms 

conducting an IPO in the sample period 2001 to 2007, just a fraction of the 5,118 

private firms technically eligible. The question is why Thai firms prefer to remain 

private rather than pursuing the putative benefits of going public. This has important 

implications for the SET’s future business model and for the expectations and hopes of 

the Thai government for a strong equity market sustained by IPOs. Of course, the 

necessarily short sample period in this study coincided with a period when debt capital 

was relatively cheap and easily available, so the focus here is on longer-term conditions.       

First, one of the most defining features of the corporate sector in Thailand is the 

dominance of family controlled businesses. In many respects, the situation in Thailand 

is very similar to China, Hong Kong and Singapore where the commercial class is 

mainly of Thai-Chinese origin (Ch’ng 1993)]. Thai firms are closely held and managed 

by these majority family interests, and so if they decide to go public, the ownership 

structure may need to change substantially to meet government regulations. This 

effectively precludes many Thai firms from seeking an IPO. 

Second, the costs of an IPO can be prohibitive for many Thai firms. One aspect of this 

concerns the additional reporting burdens associated with a publicly listed firm. For 

instance, public companies listed on the SET are required to submit both periodic and 

non-periodic reports (describing the acquisitions or disposal of assets, connected 

transactions, agreement to form or discontinue a joint venture, increase or decrease in 

capital, initial public offerings, repurchases of stock, dividend payments or non-

payment, etc.) to the SET [Listed Company Handbook 2009, SET (2009)]. They are 

also required to submit forms enclosing a balance sheet and income statement to the 

DBD. This contrasts with the relatively low level (and costs) of reporting found in 

Thailand for private firms. The actual costs of launching an IPO are also considerable 

for Thai entrepreneurs in both direct and indirect terms. For example, The results of the 

current study shows that IPOs listing on the SET between 1997 and 2007 were about 

17.6 percent underpriced.  
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Third, the number of firms registered in Thailand may actually overstate those firms 

able to convert to a publicly listed form, even though they satisfy the technical 

requirements. Since the Foreign Business Act 1999, many multinational companies 

have set up representative officers, joint ventures, branches or locally incorporated 

subsidiaries in Thailand. As at 30 September 2009, there are 2,312 foreign companies 

across 37 industry sectors in Thailand (some 90.63% of all private limited companies) 

(Business Registration Office 2009; Foreign Business Office 2009). These businesses 

are often involved in significant cross-border related-party transactions. In some cases, 

their primary purpose is actually to advise their overseas affiliates on investment or 

business opportunities in Thailand. Even at the more autonomous end of the spectrum, 

where a business is established to serve domestic retail or corporate customers, its 

overseas related-party transactions may be so insignificant in global terms in that it can 

rely on its overseas affiliates for funding, oversight, support and execution. These firms 

would then prefer to raise funds from their own savings or by borrowing from their 

overseas parent company.   

Fourth, the strong Thai culture imposes the setting of a particular ‘moral’ code on 

companies listing on the Thai market. A recent example is the popular protests 

surrounding the listing of Thai Beverage, the country's largest alcoholic brewer and 

distiller. These protests caused the company to delay listing after it failed to set the offer 

price at the appropriate deadline. The protesters surrounded the SET’s headquarters to 

pressure the exchange into rejecting the listing on moral grounds, a repeat of the 

widespread protests seen in 2005 when the company first sought listing. The protesters 

including Buddhist monks, students and social activities who claimed that their religion 

prohibited the consumption of alcohol (about 95 percent of Thais are Buddhist). 

Ultimately, Thai Beverage listed its shares on the Singapore Stock Exchange in 2006 

after the first attempt to list on the SET failed.  

Finally, Thailand is frequently wracked by social unrest aggravated by domestic and 

global economic ills. These serve to dull the interest in Thai IPOs of investors and 

entrepreneurs alike. For instance, since the 1997 Asian Financial Crisis alone, the 2004 

Indian Ocean tsunami, the September 2006 military coup that led to Thaksin 

Shinawatra’s self-imposed exile, and the effects of the global financial crisis in 2007 

have all impacted heavily on the Thai economy and its markets, with Thailand 

continuing to have political problems at the present time.  
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5.3 IPO pricing 

The section reports the measures results of underpricing of 136 large IPOs listed on the 

SET between 1997 and 2007 and 53 IPOs for SMEs listed on the mai between 2001 and 

2007. Underpricing is calculated using headline underpricing, underpricing issuer loss, 

underpricing loss by market value, and underpricing loss by issuer price (Habib and 

Ljungqvist, 1998; Silva Rosa et al., 2003). To investigate possible explanations for the 

underpricing of IPOs, this section documents various time-series, gross proceeds of 

offer and cross-industry and market patterns. The results of underpricing are reported by 

year of issuance, industry, gross proceeds of issue and market are presented in Section 

5.3.1, Section 5.3.2, Section 5.3.3 and Section 5.3.4, respectively. Summary and 

discussion are included in Section 5.3.5. 

5.3.1 Underpricing by year of issuance 

Table 5.8 presents the headline underpricing (UPH), underpricing issuer loss (UPIL), 

underpricing loss by market value (UPLMV), and underpricing loss by issue price 

(UPLIP) measures for the sample of 136 IPOs listed on the SET from 1997–2007. Over 

the full sample period, 17.60% headline underpriced, 6.94% are issuer loss underpriced, 

6.68% are issuer price underpriced and 16.10% are market value loss underpriced. 

These results generally indicate that Thai IPOs are less underpriced than those in most 

developed markets are. However, there is substantial variability in the magnitude of 

underpricing over the sample period. For example, the average headline underpricing 

between 1997 and 2000 is –20.39% (overpriced), –1.44% (overpriced), 36.78%, 

14.86%, 50.05%, 14.05%, 10.28%, 1.45%, and 26.42%, respectively.  

Table 5.8: IPO underpricing in percentages by year of issuance, SET 

Year Underpricing UPH UPIL UPLMV UPLIP 

1997 (4) Mean -20.3900 -11.3300 -58.2800 -18.8000 

 Median -31.5100 -8.7700 -58.2300 -29.1100 

 Min -61.8800 -39.3100 -142.8000 -54.4400 

 Max 43.3300 11.5400 26.1300 37.4500 

 Std dev. 0.4824 0.2101 0.7987 0.4296 

 t-statistic -0.8453 -1.0784 -1.4594 -0.8754 

 p-value 0.4601 0.3598 0.2406 0.4458 

 Value-weighted -8.1300 -7.4000 -48.7100 -8.1700 

Notes: Number of IPOs in year/period in brackets. Statistics only provided where number of IPOs in year are 

greater than 1. UPH – headline underpricing, UPIL – underpricing issuer loss, UPLMV – underpricing loss by 

market value, and UPLIP – underpricing loss by issue price. t-statistics and p-values are tests of null hypothesis 

that means are equal to zero. 
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Year Underpricing UPH UPIL UPLMV UPLIP 

1998 (1) Mean - - - - 

 Median - - - - 

 Min - - - - 

 Max - - - - 

 Std dev. - - - - 

 t-statistic - - - - 

 p-value - - - - 

 Value-weighted - - - - 

1999 (0) Mean - - - - 

 Median - - - - 

 Min - - - - 

 Max - - - - 

 Std dev. - - - - 

 t-statistic - - - - 

 p-value - - - - 

 Value-weighted - - - - 

2000 (2) Mean -1.4400 -2.7000 -2.7000 -1.5500 

 Median -1.4400 -2.7000 -2.7000 -1.5500 

 Min -12.5000 -9.2400 -12.7800 -11.1800 

 Max 9.6200 3.8400 7.3700 8.0800 

 Std dev. 0.1564 0.0925 0.1425 0.1362 

 t-statistic -0.1304 -0.4126 -0.2684 -0.1610 

 p-value 0.9174 0.7509 0.8331 0.8983 

 Value-weighted 8.6000 3.2400 6.4400 7.1900 

2001 (7) Mean 36.7800 12.5700 15.3400 33.5300 

 Median 21.7100 7.1600 14.7200 17.9200 

 Min -17.5000 -6.9300 -20.3800 -16.8100 

 Max 166.6700 40.3800 60.4900 161.3000 

 Std dev. 0.6148 0.1811 0.2505 0.5930 

 t-statistic 1.5830 1.8367 1.6206 1.4960 

 p-value 0.1645 0.1159 0.1562 0.1853 

 Value-weighted 6.3600 2.6300 2.9600 5.4800 

2002 (16) Mean 14.8600 6.7100 7.2700 13.2300 

 Median 0.7400 0.3900 0.6500 0.6500 

 Min -11.2000 -7.4600 -12.5700 -11.1600 

 Max 106.6700 51.6100 45.0000 93.0100 

 Std dev. 0.3276 0.1640 0.1638 0.2915 

 t-statistic 1.8148 1.6367 1.7739 1.8157 

 p-value 0.0896 0.1225 0.0964 0.0895 

 Value-weighted 9.3600 4.1200 5.3200 8.3900 

Notes: Number of IPOs in year/period in brackets. Statistics only provided where number of IPOs in year are 

greater than 1. UPH – headline underpricing, UPIL – underpricing issuer loss, UPLMV – underpricing loss by 

market value, and UPLIP – underpricing loss by issue price. t-statistics and p-values are tests of null hypothesis 

that means are equal to zero. 
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Year Underpricing UPH UPIL UPLMV UPLIP 

2003 (19) Mean 50.0500 19.6100 24.3700 46.3800 

 Median 39.2900 14.0600 24.0400 32.0600 

 Min -36.4000 -16.8900 -51.9200 -33.0200 

 Max 151.7500 56.9700 58.8900 148.2400 

 Std dev. 0.4553 0.1917 0.2479 0.4320 

 t-statistic 4.7915 4.4599 4.2858 4.6804 

 p-value 0.0001 0.0003 0.0004 0.0002 

 Value-weighted 60.1200 22.6700 28.9400 110.3200 

2004 (36) Mean 14.0500 5.4500 6.2000 12.9600 

 Median 4.6200 1.5700 4.1900 4.4200 

 Min -23.2000 -10.7100 -27.3700 -21.0200 

 Max 98.7500 50.3500 47.2200 93.8600 

 Std dev. 0.3197 0.1253 0.1977 0.2951 

 t-statistic 2.6371 2.6082 1.8824 2.6360 

 p-value 0.0124 0.0133 0.0681 0.0124 

 Value-weighted 9.5000 4.9300 2.4300 8.5300 

2005 (34) Mean 10.2800 3.8200 5.1200 9.3900 

 Median 2.6000 0.5800 2.3400 2.3900 

 Min -23.0800 -11.2100 -26.5800 -20.4400 

 Max 90.9100 30.6400 44.9200 85.7500 

 Std dev. 0.2431 0.0946 0.1640 0.2257 

 t-statistic 2.4662 2.3562 1.8192 2.4257 

 p-value 0.0190 0.0246 0.0780 0.0209 

 Value-weighted 7.3200 2.5900 3.2700 6.7200 

2006 (11) Mean 1.4500 1.7800 -0.1500 1.0700 

 Median -1.2500 -0.3200 -1.1900 -1.1700 

 Min -16.8800 -5.9200 -19.2000 -15.9600 

 Max 36.8900 28.0200 22.8500 31.2900 

 Std dev. 0.1352 0.0917 0.1025 0.1177 

 t-statistic 0.3552 0.6444 -0.0493 0.3025 

 p-value 0.7298 0.5338 0.9617 0.7685 

 Value-weighted -7.7300 -2.3100 -9.0600 -15.3900 

2007 (6) Mean 26.4200 13.4200 10.3400 23.2800 

 Median 3.7300 1.1100 3.4500 3.5900 

 Min -5.9600 -1.6700 -5.8300 -5.4800 

 Max 146.6700 77.0000 52.0500 128.3800 

 Std dev. 0.5910 0.3118 0.2089 0.5168 

 t-statistic 1.0948 1.0547 1.2127 1.1034 

 p-value 0.3235 0.3398 0.2794 0.3201 

 Value-weighted 12.8700 6.1900 5.9100 11.5500 

Notes: Number of IPOs in year/period in brackets. Statistics only provided where number of IPOs in year are 

greater than 1. UPH – headline underpricing, UPIL – underpricing issuer loss, UPLMV – underpricing loss by 

market value, and UPLIP – underpricing loss by issue price. t-statistics and p-values are tests of null hypothesis 

that means are equal to zero. 
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Year Underpricing UPH UPIL UPLMV UPLIP 

1997-2007 (136) Mean 17.6000 6.9400 6.6800 16.1000 

 Median 3.1000 1.4100 2.7500 2.8300 

 Min -61.8800 -39.3100 -142.8000 -54.4400 

 Max 166.6700 77.0000 60.4900 161.3000 

 Std dev. 0.3780 0.1586 0.2556 0.3498 

 t-statistic 5.4308 5.1025 3.0466 5.3662 

 p-value 0.0000 0.0000 0.0028 0.0000 

 Value-weighted 7.1400 3.3100 1.1400 6.4400 

Notes: Number of IPOs in year/period in brackets. Statistics only provided where number of IPOs in year are 

greater than 1. UPH – headline underpricing, UPIL – underpricing issuer loss, UPLMV – underpricing loss by 

market value, and UPLIP – underpricing loss by issue price. t-statistics and p-values are tests of null hypothesis 

that means are equal to zero. 

Table 5.9 presents the headline underpricing (UPH), underpricing issuer loss (UPIL), 

underpricing loss by market value (UPLMV), and underpricing loss by issue price 

(UPLIP) measures for the sample of 53 IPOs listed on the mai from 2001–2007. Over 

the full sample period, 12.69% are headline underpriced, 5.01% are issuer loss 

underpriced, 4.74% are issuer price underpriced and 11.40% are market value loss 

underpriced. These results generally indicate that Thai IPOs are less underpriced than 

the evidence from most developed markets suggests. However, there is much variability 

in the underpricing over the sample period. For example, while the mean underpricing is 

statistically significant for the whole sample period 2001–2007, the only years where 

the mean underpricing is significantly different from zero is in 2003 (42.23%, 

overpriced) and 2004 (17.11%, overpriced). 

Table 5.9: IPO underpricing in percentages by year of issuance, mai 

Year Underpricing UPH UPIL UPLMV UPLIP 

2001 (2) Mean -3.8600 -1.7700 -7.4500 -3.5000 

 Median -3.8600 -1.7700 -7.4500 -3.5000 

 Min -22.5000 -7.6500 -27.0600 -20.9700 

 Max 14.7800 4.1100 12.1600 13.9600 

 Std dev. 0.2636 0.0831 0.2773 0.2470 

 t-statistic -0.2070 -0.3010 -0.3798 -0.2007 

 p-value 0.8701 0.8139 0.7689 0.8739 

 Value-weighted 10.6100 2.7900 7.7700 10.0500 

2002 (6) Mean -4.7500 -1.8100 -13.3300 -4.8400 

 Median 2.6100 0.8200 2.3600 2.4200 

 Min -46.7500 -15.1100 -84.4200 -44.9500 

 Max 30.9100 13.9800 20.1100 26.3200 

 Std dev. 0.2642 0.1068 0.3751 0.2422 

 t-statistic -0.4402 -0.4155 -0.8707 -0.4897 

 p-value 0.6782 0.6950 0.4237 0.6451 

 Value-weighted -6.7800 -2.3300 0.1400 

 

-6.5400 
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Year Underpricing UPH UPIL UPLMV UPLIP 

2003 (5) Mean 42.5500 21.0300 22.2900 37.6600 

 Median 49.2300 0.8700 2.5600 2.6400 

 Min -3.6800 -15.1100 -84.4200 -44.9500 

 Max 90.0000 69.3100 38.2500 72.6700 

 Std dev. 0.3963 0.2840 0.1929 0.3395 

 t-statistic 2.4011 1.6557 2.5832 2.4808 

 p-value 0.0743 0.1731 0.0611 0.0682 

 Value-weighted 57.9700 29.9500 29.5300 50.9700 

2004 (14) Mean 17.1100 7.0500 9.4300 15.1600 

 Median 3.1700 0.8000 2.8700 3.0100 

 Min -10.5300 -3.0200 -10.9900 -9.8400 

 Max 63.0000 29.2100 34.6900 55.9100 

 Std dev. 0.2732 0.1123 0.1643 0.2428 

 t-statistic 2.3425 2.3495 2.1481 2.3366 

 p-value 0.0357 0.0353 0.0511 0.0361 

 Value-weighted 19.0300 7.9900 10.4600 16.7700 

2005 (14) Mean 3.0200 0.0000 -0.1200 3.0300 

 Median -0.7200 -0.1100 -0.7400 -0.6900 

 Min -19.7500 -10.5800 -21.5400 -17.4700 

 Max 60.9500 11.2600 36.1100 58.1200 

 Std dev. 0.2148 0.0679 0.1616 0.1998 

 t-statistic 0.5259 -0.0008 -0.0280 0.5673 

 p-value 0.6078 0.9994 0.9781 0.5802 

 Value-weighted 5.9600 0.6000 1.6500 5.8200 

2006 (6) Mean 2.6300 0.0000 0.9100 2.7900 

 Median -2.8000 -0.8900 -2.7000 -2.5900 

 Min -16.4300 -5.8500 -17.9500 -15.0000 

 Max 25.8800 6.6700 19.8800 25.0200 

 Std dev. 0.1602 0.0471 0.1393 0.1509 

 t-statistic 0.4027 -0.0023 0.1604 0.4522 

 p-value 0.7038 0.9983 0.8789 0.6700 

 Value-weighted 3.2100 0.5000 1.5200 3.2600 

2007 (6) Mean 33.0300 12.6800 16.4500 30.1200 

 Median 17.0300 4.5000 13.4600 15.9600 

 Min -12.0000 -5.8900 -11.8000 -10.3900 

 Max 100.0000 46.9800 44.1300 88.2600 

 Std dev. 0.4524 0.2008 0.2240 0.4055 

 t-statistic 1.7885 1.5470 1.7985 1.8197 

 p-value 0.1337 0.1825 0.1320 0.1285 

 Value-weighted 51.3600 22.3100 23.8800 45.9600 

2001-2007 (53) Mean 12.6900 5.0100 4.7400 11.4000 

 Median 2.2200 0.7400 1.9400 1.9900 

 Min -46.7500 -15.1100 -84.4200 -44.9500 

 Max 100.0000 69.3100 44.1300 88.2600 

 Std dev. 0.3076 0.1441 0.2194 0.2759 

 t-statistic 3.0025 2.5305 1.5722 3.0096 

 p-value 0.0041 0.0145 0.1220 0.0040 
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Year Underpricing UPH UPIL UPLMV UPLIP 

2001-2007 (53) Value-weighted 17.9700 7.2700 7.7700 16.1700 

 Notes: Number of IPOs in year/period in brackets. Statistics only provided where number of IPOs in year are 

greater than 1. UPH – headline underpricing, UPIL – underpricing issuer loss, UPLMV – underpricing loss by 

market value, and UPLIP – underpricing loss by issue price. t-statistics and p-values are tests of null 

hypothesis that means are equal to zero. 

 

5.3.2 Underpricing by industry  

Table 5.10 provides average headline underpricing (UPH), underpricing issuer loss 

(UPIL), underpricing loss by market value (UPLMV), and underpricing loss by issue 

price (UPLIP) by industry. The results show that IPOs from the resource and financial 

industries are the most underpriced (38.09% and 29.74%, respectively) in terms of 

headline underpricing whereas IPOs in the industrial and consumer product industries 

are the least underpriced (2.00% and 2.19%, respectively). This contrast with earlier 

work by Allen et al (1999) that the property and construction industry has the highest 

initial IPO return of 215.09% among industries while the financial services industry has 

the lowest (22.37%). 

Table 5.10: Measures of IPO underpricing in percentages by industry, SET  

Industry Underpricing UPH UPIL UPLMV UPLIP 

AGRO (4) Mean 2.9200 0.2400 2.4900 2.8500 

 Median 1.4000 0.2400 2.4900 2.6800 

 Min -3.2300 -1.2600 -3.1800 -3.0800 

 Max 12.1100 1.5900 10.5300 11.8000 

 Std dev. 0.0572 0.0103 0.0507 0.0556 

 t-statistic 1.0209 0.4550 0.9817 1.0272 

 p-value 0.3825 0.6800 0.3986 0.3799 

 Value-weighted 3.3800 0.4900 0.5600 0.0000 

CONSUMP (2) Mean -2.1900 -0.3700 -2.2100 -2.1100 

 Median -2.1900 -0.3700 -2.2100 -2.1100 

 Min -4.3800 -0.7400 -4.4200 -4.2300 

 Max 0.0000 0.0000 0.0000 0.0000 

 Std dev. 0.0219 0.0037 0.0221 0.0211 

 t-statistic -1.4142 -1.4142 -1.4142 -1.4142 

 p-value 0.3918 0.3918 0.3918 0.3918 

 Value-weighted -1.8800 -0.3200 -1.8900 -1.8100 

FINCIAL (21) Mean 29.7400 10.2700 14.5700 27.8600 

 Median 12.2700 3.0000 10.4000 11.6700 

 Min -11.2000 -7.4600 -12.5700 -11.1600 

 Max 166.6700 56.9700 60.4900 161.3000 

 Std dev. 0.4717 0.1614 0.1985 0.4551 

 t-statistic 2.8896 2.9171 3.3640 2.8056 

 p-value 0.0091 0.0085 0.0031 0.0109 
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Industry Underpricing UPH UPIL UPLMV UPLIP 

FINCIAL (21) Value-weighted 40.5300 15.6400 21.2700 38.0800 

INDUS (18) Mean 2.0000 -0.7800 -9.8200 2.2200 

 Median -0.0100 -0.1500 -0.0400 -0.0200 

 Min -61.8800 -39.3100 -142.8000 -54.4400 

 Max 90.9100 30.4000 44.9200 85.7500 

 Std dev. 0.3238 0.1285 0.4383 0.3002 

 t-statistic 0.2626 -0.2560 -0.9502 0.3134 

 p-value 0.7960 0.8010 0.3553 0.7578 

 Value-weighted 9.4200 2.6800 1.6500 8.9300 

PROPCON (39) Mean 11.9700 4.8100 4.6300 10.6700 

 Median 2.2200 0.6000 2.0500 2.0900 

 Min -23.2000 -11.2100 -27.3700 -21.0200 

 Max 98.7500 31.3400 47.2200 93.8600 

 Std dev. 0.2997 0.1108 0.1904 0.2768 

 t-statistic 2.4946 2.7120 1.5187 2.4085 

 p-value 0.0171 0.0100 0.1371 0.0210 

 Value-weighted -4.4000 -1.2500 -8.1100 -4.4600 

RESOURC (11) Mean 38.0900 16.5700 21.2000 34.4800 

 Median 37.5000 11.5400 26.1300 36.6800 

 Min -6.2500 -1.9300 -6.5500 -6.1400 

 Max 106.6700 51.6100 45.0000 93.0100 

 Std dev. 0.3310 0.1561 0.1631 0.2982 

 t-statistic 3.8174 3.5212 4.3119 3.8348 

 p-value 0.0034 0.0055 0.0015 0.0033 

 Value-weighted 18.9200 8.8000 11.7700 17.6600 

SERVICE (21) Mean 17.2400 8.8100 7.5300 15.3600 

 Median 3.1300 1.7200 2.7400 2.8200 

 Min -19.2900 -9.2400 -22.1700 -17.9000 

 Max 146.6700 77.0000 52.0500 128.3800 

 Std dev. 0.3861 0.2089 0.1788 0.3396 

 t-statistic 2.0467 1.9333 1.9311 2.0721 

 p-value 0.0541 0.0675 0.0678 0.0514 

 Value-weighted 6.0200 3.5400 1.7800 5.1800 

TECH (20) Mean 23.9100 9.3500 10.0700 21.9500 

 Median 14.1300 5.4200 11.1800 12.8100 

 Min -36.4000 -16.8900 -51.9200 -33.0200 

 Max 117.1100 50.9300 50.3900 109.3900 

 Std dev. 0.4063 0.1720 0.2482 0.3755 

 t-statistic 2.6313 2.4306 1.8138 2.6144 

 p-value 0.0164 0.0251 0.0855 0.0171 

 Value-weighted 17.1100 6.5900 8.0400 15.8100 

Total (136) Mean 17.6000 6.9400 6.6800 16.1000 

 Median 3.1000 1.4100 2.7500 2.8300 

 Min -61.8800 -39.3100 -142.8000 -54.4400 

 Max 166.6700 77.0000 60.4900 161.3000 

 Std dev. 0.3780 0.1586 0.2556 0.3498 

 t-statistic 5.4308 5.1025 3.0466 5.3662 
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Industry Underpricing UPH UPIL UPLMV UPLIP 

Total (136) p-value 0.0000 0.0000 0.0028 0.0000 

 Value-weighted 7.1400 3.3100 1.1400 6.4400 

 Notes: Number of IPOs in industry in brackets. Statistics only provided where number of IPOs in industry are 

greater than 1. UPH – headline underpricing, UPIL – underpricing issuer loss, UPLMV – underpricing loss by 

market value, and UPLIP – underpricing loss by issue price. AGRO – agricultural and food, CONSUMP – 

consumer products, FINCIAL – financial and banking, INDUS – industrial, PROPCON – property and 

construction, RESOURC – resources, and TECH – technology. t-statistics and p-values are tests of null 

hypothesis that means are equal to zero. 

 

5.3.3 Underpricing by gross proceeds of issue 

Because there is no mai industry classification for the IPOs for SMEs, the underpricing 

is classified by gross proceed of issue is adopted for this case. Table 5.10 provides 

average headline underpricing (UPH), underpricing issuer loss (UPIL), underpricing 

loss by market value (UPLMV), and underpricing loss by issue price (UPLIP) by the 

gross proceeds of issue. Importantly, only the mean underpricing for medium-sized 

IPOs is statistically significant at 15.74%, 6.46%, 6.67% and 14.13% for UPH, UPIL, 

UPLMV and UPLIP, respectively. This contrasts with earlier findings, not necessarily in 

Thailand, by Allen and Faulhaber (1989), Aggarwal et al (1993) Ritter (1991), Allen 

and Patrick (1994) and Allen et al. (1999) that the larger the gross proceeds, the higher 

initial underpricing. Generally, this would imply that the owners of medium-sized 

SMEs suffer more from “money left on the table” during the IPO process than the 

owners of small and large-sized SMEs. 

 

Table 5.11: IPO underpricing in percentages by gross proceeds of issue, mai 

Gross proceed Underpricing UPH UPIL UPLMV UPLIP 

Small-sized issues (13) Mean 5.6028 2.2069 1.3123 4.8331 

 Median 5.4545 1.3407 4.9181 5.1864 

 Min -22.5000 -10.5824 -27.0592 -20.9709 

 Max 63.0000 29.2131 33.5297 54.6534 

 Std dev. 0.8752 0.7804 0.2824 0.8563 

 t-statistic 0.3987 0.4503 0.7825 0.4086 

 Value-weighted 6.6550 0.3410 0.3338 0.9322 

Medium-sized issued (30) Mean 15.7476 6.4606 6.6708 14.1312 

 Median 3.2778 1.1418 2.9031 2.9986 

 Min -46.7500 -12.7674 -84.4165 -44.9518 

 Max 90.0000 69.3090 40.6612 72.6728 

 Std dev. 2.8055 2.3703 1.5217 2.7956 

 t-statistic 0.0089 0.0246 0.1389 0.0091 

 Value-weighted 15.2545 3.4576 4.0523 7.9675 

Large-sized issues (10) Mean 12.7041 4.2955 3.3890 11.7659 

 Median -1.8452 -0.4707 -1.7771 -1.7341 



 

 

 

95 

Gross proceed Underpricing UPH UPIL UPLMV UPLIP 

Large-sized issues (10) Min -21.4286 -15.1050 -23.4355 -18.4136 

 Max 100.0000 46.9800 44.1275 88.2550 

 Std dev. 1.0025 0.7546 0.4715 1.0370 

 t-statistic 0.3423 0.4698 0.6485 0.3268 

 Value-weighted 30.7528 3.4688 3.3848 7.2724 

Notes: Number of IPOs in brackets. Small-sized issues – gross proceeds less than 300 million baht, Medium-

sized issues – gross proceeds between 300 and 600 million baht, Large-sized issues – gross proceeds greater 

than 600 million baht. UPH – headline underpricing, UPIL – underpricing issuer loss, UPLMV – 

underpricing loss by market value, and UPLIP – underpricing loss by issue price. t-statistics and p-values are 

tests of null hypothesis that means are equal to zero. 

 

5.3.4 Comparison of underpricing by market 

Table 5.12 provides average headline underpricing (UPH), underpricing issuer loss 

(UPIL), underpricing loss by market value (UPLMV), and underpricing loss by issue 

price (UPLIP) by market. The study periods of underpricing of IPOs listed on the SET 

and mai are adjusted to be the same in order to compare the underpricng between the 

two markets. Therefore, there are 129 sample IPOs listed on the SET and 53 sample 

IPOs listed on the mai between 2001 and 2007. For all four measures of underpricing 

(UPH, UPIL, UPLMV and UPLIP), it can be concluded that IPOs listed on the main 

board (SET) are more underpriced than IPOs for SMEs. The average underpricing of 

IPOs listed on the main board are in 19.19% headline underpricing, 7.71% issuer loss, 

8.87% issuer price and 17.56% market value lost. While Thai IPOs for SMEs are 

underpriced in headline (12.69%), issuer loss (5.01%), issuer price (4.74%) and market 

value lost (11.40%) terms. These findings contrast strongly to existing evidence on IPO 

performance which suggests that a smaller issue is more likely to have a higher initial 

underpricing followed by a worse aftermarket performance (See the example, Allen and 

Faulhaber (1989), Aggarwal et al. (1993) Ritter (1991), Allen and Patrick (1994), and 

Allen et al. (1999)).  

Table 5.12: Comparison of IPO underpricing in percentage by market, 2001-2007 

 

Market Underpricing UPH UPIL UPLMV UPLIP 

SET (129) Mean 19.1900 7.7100 8.8700 17.5600 

 Median 4.1700 1.5500 3.4800 3.6200 

 Min -36.4000 -16.8900 -51.9200 -33.0200 

 Max 166.6700 77.0000 60.4900 161.3000 

 Std dev. 0.1919 0.0771 0.0887 0.1756 

 t-statistic 5.8355 5.6322 5.0386 5.7581 

 p-value 0.0000 0.0000 0.0000 0.0000 

 Value-weighted 7.1500 3.2700 1.1500 6.3200 
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Market Underpricing UPH UPIL UPLMV UPLIP 

mai (53) Mean 12.6900 5.0100 4.7400 11.4000 

 Median 2.2200 0.7400 1.9400 1.9900 

 Min -46.7500 -15.1100 -84.4200 -44.9500 

 Max 100.0000 69.3100 44.1300 88.2600 

 Std dev. 0.3076 0.1441 0.2194 0.2759 

 t-statistic 3.0025 2.5305 1.5722 3.0096 

 p-value 0.0041 0.0145 0.1220 0.0040 

 Value-weighted 17.9700 7.2700 7.7700 16.1700 

Notes: Number of IPOs listed in each market are in brackets. SET – The Stock Exchange of 

Thailand, mai- The Market for Alternative Investment. UPH – headline underpricing, UPIL – 

underpricing issuer loss, UPLMV – underpricing loss by market value, and UPLIP – underpricing 

loss by issue price. t-statistics and p-values are tests of null hypothesis that means are equal to zero.  

 

5.3.5 Summary and discussion 

The results of the measures of underpricing of 136 IPOs listed on the SET between 

1997 and 2007 generally indicate that Thai large IPOs are underpriced of 17.60%, 

6.94%, 6.68% and 16.10% for the headline underpricing, underpricing issuer loss, 

underpricing loss by market value, and underpricing loss by issuer price, respectively. 

This is significantly lower than previously documented using the case study of Thai 

IPOs prior to the 1997 Asian financial crisis [See, for example, Wethayaviron and Koo 

Smith (1999)] and those in most developed countries [See, for example, Loughran and 

Ritter (1995)]. Underpricing across industries also shows that IPOs from the resource 

and financial industries are the most underpriced whereas IPOs in the industrial and 

consumer product industries are the least underpriced, contrary with previous study 

documented by Allen et al (1999) that among industries, the financial services industry 

has the lowest initial IPO return whereas the property and construction industry has the 

highest.  

The results of the measures of 53 IPOs listed on the Thai mai between 2001 and 2007 

generally indicate that Thai IPOs for SMEs are underpriced of 12..69%, 5.01%, 4.74% 

and 11.40% for the headline underpricing, underpricing issuer loss, underpricing loss by 

market value, and underpricing loss by issuer price, respectively. However, there is 

much variability in pricing over the sample period, with substantial underpricing in 

2003/2004 and correctly priced issued on average in 2001/2002 and 2005/2006/2007. 

The underpricing measures by the gross proceeds of issue show that only the mean 

underpricing for medium-sized IPOs is statistically significant. This contrasts with 

earlier findings, not necessarily in Thailand, by Allen and Faulhaber (1989), Aggarwal 
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et al (1993) Ritter (1991), Allen and Patrick (1994) and Allen et al. (1999) that the 

larger the gross proceeds, the higher initial underpricing.  

The comparison results between the SET and mai during the same period from 2001 to 

2007 suggest that an average underpricing of IPOs for SMEs listed on the mai is 

significantly lower than the underpricing found for the large-firm IPOs listed on the 

SET. These findings contrast strongly with Allen and Faulhaber (1989), Aggarwal et al. 

(1993) Ritter (1991), Allen and Patrick (1994), and Allen et al. (1999), amongst others, 

that underpricing is relatively more severe in smaller IPOs.  

5.4 IPO performance 

5.4.1 Cumulative abnormal returns (CARs) 

Figure 5.1 and Table 5.12 report the average benchmark-adjusted returns ( itAR ) and 

average cumulative mean-adjusted returns ( 1,tCAR ) for the 36 months after the issue 

month for 142 IPOs listed on the SET from 1997-2007.  

 

Figure 5.1: Average and benchmark-adjusted returns and cumulative benchmark-

adjusted returns by post-IPO month, SET 
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Note: Monthly returns are from the first full month of trading post-IPO to month 36, delisting or end of sample 

period. Rit = Average monthly raw returns; Rbencht = Average monthly benchmark returns; ARit= Average 

benchmark adjusted returns; CAR1,t= Cumulative average benchmark adjusted returns. 
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Figure 5.1 graphs the monthly average raw return, benchmark-adjusted return and 

cumulative benchmark-adjusted return for the 142 IPOs included in the sample up to 36 

months. Most critically, the cumulative benchmark-adjusted return is above zero up 

until month 24 and then drops below zero for the remainder of the observation period. 

This suggests that Thai IPOs at first outperform the market benchmark, but their longer 

run performance is generally poor. Table 5.13 provides additional detail on the 

benchmark-adjusted returns and cumulative benchmark-adjusted returns.  

 

Table 5.13: Average and cumulative abnormal returns (CARs), SET 

Month Size itAR (%) 
Std 

dev t-stat p-value 1,tCAR (%) 
Std dev t-stat p-value 

1 141 15.4233 0.4699 3.8977 0.0002 15.4233 0.4699 3.8977 0.0002 

2 142 11.2980 0.5208 2.5853 0.0107 26.7213 0.5208 6.1146 0.0000 

3 142 -3.3828 0.2895 -1.3924 0.1660 23.3385 0.2895 9.6063 0.0000 

4 141 16.1578 0.6181 3.1038 0.0023 39.4962 0.6181 7.5871 0.0000 

5 141 16.8206 0.6348 3.1466 0.0020 56.3168 0.6348 10.5352 0.0000 

6 140 12.2686 0.6527 2.2242 0.0277 68.5855 0.6527 12.4340 0.0000 

7 140 4.8467 0.2701 2.1228 0.0355 73.4322 0.2701 32.1626 0.0000 

8 140 5.9452 0.7014 1.0029 0.3176 79.3774 0.7014 13.3904 0.0000 

9 141 6.3049 0.6690 1.1191 0.2650 85.6823 0.6690 15.2083 0.0000 

10 141 11.4923 0.8824 1.5465 0.1242 97.1746 0.8824 13.0768 0.0000 

11 141 13.8786 0.9380 1.7568 0.0811 111.0532 0.9380 14.0578 0.0000 

12 140 12.4859 0.9712 1.5211 0.1305 123.5391 0.9712 15.0502 0.0000 

13 138 7.9624 0.9975 0.9378 0.3500 131.5016 0.9975 15.4873 0.0000 

14 138 4.1818 0.9613 0.5110 0.6102 135.6834 0.9613 16.5809 0.0000 

15 138 -3.1333 0.8892 -0.4139 0.6796 132.5500 0.8892 17.5109 0.0000 

16 138 -4.6754 0.9383 -0.5853 0.5593 127.8747 0.9383 16.0090 0.0000 

17 136 -8.0445 0.9194 -1.0203 0.3094 119.8302 0.9194 15.1988 0.0000 

18 135 -9.4629 0.9332 -1.1782 0.2408 110.3673 0.9332 13.7420 0.0000 

19 134 -14.3004 0.8552 -1.9356 0.0550 96.0669 0.8552 13.0028 0.0000 

20 133 -23.1636 0.8210 -3.2538 0.0014 72.9032 0.8210 10.2407 0.0000 

21 131 -22.9399 0.8106 -3.2390 0.0015 49.9633 0.8106 7.0546 0.0000 

22 131 -23.6046 0.8195 -3.2969 0.0013 26.3587 0.8195 3.6815 0.0003 

23 131 -25.0959 0.8488 -3.3841 0.0009 1.2628 0.8488 0.1703 0.8651 

24 131 -25.7713 0.8241 -3.5793 0.0005 -24.5084 0.8241 -3.4039 0.0009 

25 131 -28.4341 0.8566 -3.7993 0.0002 -52.9426 0.8566 -7.0740 0.0000 

26 129 -28.7524 0.9764 -3.3445 0.0011 -81.6950 0.9764 -9.5027 0.0000 

27 125 -30.6071 0.9683 -3.5338 0.0006 -112.3021 0.9683 -12.9662 0.0000 

28 125 -31.0679 0.9183 -3.7826 0.0002 -143.3700 0.9183 -17.4557 0.0000 

29 122 -31.0791 0.9274 -3.7014 0.0003 -174.4491 0.9274 -20.7761 0.0000 

30 123 -33.9514 0.8834 -4.2625 0.0000 -208.4005 0.8834 -26.1640 0.0000 

31 121 -39.3282 0.8417 -5.1398 0.0000 -247.7287 0.8417 -32.3755 0.0000 

32 121 -39.6383 0.8616 -5.0607 0.0000 -287.3670 0.8616 -36.6890 0.0000 

33 119 -43.9016 0.8226 -5.8219 0.0000 -331.2686 0.8226 -43.9306 0.0000 

34 119 -44.1491 0.8712 -5.5284 0.0000 -375.4177 0.8712 -47.0101 0.0000 

35 119 -44.2813 0.8744 -5.5245 0.0000 -419.6991 0.8744 -52.3617 0.0000 

36 110 -49.1124 0.8472 -6.0803 0.0000 -468.8115 0.8472 -58.0402 0.0000 
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Figure 5.2 and Table 5.14 report the average benchmark-adjusted returns ( itAR ) and 

average cumulative mean-adjusted returns ( 1,tCAR ) for the 36 months after the issue 

month for 55 IPOs for SMEs listed on the mai between 2001 and 2007.  

Figure 5.2: Average and benchmark-adjusted returns and cumulative abnormal returns 

by post-IPO month, mai 

 

Notes: Ave Rit = Average monthly raw returns; Ave Rbencht = Average monthly benchmark returns; Ave ARit= 

Average benchmark adjusted returns; Ave CAR1,t= Cumulative average benchmark adjusted returns. Calendar time 

monthly returns are from the IPO first full month of trading to month 36, delisting, or the end of sample period, 

which occurs first. Benchmark indices are the SET index and mai index which is a composite index which represents 

the price movement for all common stocks trading on the SET. SET Index = Current market value x 100/ Base 

market value (Base date: April 30, 1975) and mai Index= Current market value x 100/ Base market value (Base date: 

September 2, 2002). 

Figure 5.2 graphs the monthly average raw return, benchmark-adjusted return and 

cumulative benchmark-adjusted return for the 55 IPOs included in the sample up to 36 

months. Most critically, the cumulative benchmark-adjusted return is always above zero 

until month 36. This suggests that Thai IPOs outperform the market benchmark. Table 

5.14 provides additional details on the benchmark-adjusted returns and cumulative 

benchmark-adjusted returns.  

 

 

 

 



 

 

 

100 

Table 5.14: Average and cumulative abnormal returns (CARs), mai 

Month  Size itAR (%) Std dev t-stat p-value 1,tCAR (%) 
Std dev t-stat p-value 

1 55 11.8301 0.4766 1.8410 0.0711 11.8301 0.4766 1.8410 0.0711 

2 55 12.4960 0.6983 1.3270 0.1901 24.3261 0.6983 2.5833 0.0125 

3 55 11.4457 0.6618 1.2826 0.2051 35.7718 0.6618 4.0085 0.0002 

4 55 8.0334 0.5436 1.0959 0.2780 43.8052 0.5436 5.9758 0.0000 

5 55 8.9125 0.6083 1.0866 0.2820 52.7177 0.6083 6.4272 0.0000 

6 55 7.5468 0.6123 0.9141 0.3647 60.2645 0.6123 7.2996 0.0000 

7 55 7.5918 0.6288 0.8954 0.3745 67.8564 0.6288 8.0031 0.0000 

8 55 6.6691 0.6534 0.7569 0.4524 74.5255 0.6534 8.4585 0.0000 

9 55 2.8722 0.7014 0.3037 0.7625 77.3977 0.7014 8.1839 0.0000 

10 55 4.1738 0.7103 0.4358 0.6647 81.5715 0.7103 8.5169 0.0000 

11 55 4.0185 0.7493 0.3978 0.6924 85.5900 0.7493 8.4717 0.0000 

12 53 1.1958 0.8206 0.1061 0.9159 86.7858 0.8206 7.6992 0.0000 

13 52 -0.2273 0.7860 -0.0208 0.9834 86.5585 0.7860 7.9408 0.0000 

14 52 1.1125 0.8164 0.0983 0.9221 87.6710 0.8164 7.7439 0.0000 

15 51 3.3204 0.8278 0.2864 0.7757 90.9914 0.8278 7.8496 0.0000 

16 51 3.5305 0.8020 0.3144 0.7545 94.5219 0.8020 8.4172 0.0000 

17 50 6.1259 0.8474 0.5112 0.6115 100.6478 0.8474 8.3985 0.0000 

18 50 5.4757 0.8647 0.4478 0.6563 106.1235 0.8647 8.6782 0.0000 

19 49 0.8987 0.8347 0.0754 0.9402 107.0222 0.8347 8.9748 0.0000 

20 49 4.1457 0.9857 0.2944 0.7697 111.1680 0.9857 7.8948 0.0000 

21 49 7.5325 0.9982 0.5282 0.5998 118.7005 0.9982 8.3237 0.0000 

22 49 7.0459 0.9824 0.5020 0.6179 125.7464 0.9824 8.9595 0.0000 

23 48 0.8989 0.9508 0.0655 0.9480 126.6454 0.9508 9.2286 0.0000 

24 47 5.5138 1.0385 0.3640 0.7175 132.1592 1.0385 8.7246 0.0000 

25 43 1.7204 0.9349 0.1207 0.9045 133.8797 0.9349 9.3908 0.0000 

26 43 2.3342 0.9512 0.1609 0.8729 136.2139 0.9512 9.3902 0.0000 

27 42 2.2037 0.8946 0.1596 0.8740 138.4175 0.8946 10.0270 0.0000 

28 42 4.1489 0.8858 0.3035 0.7630 142.5664 0.8858 10.4307 0.0000 

29 42 11.3358 1.0233 0.7179 0.4769 153.9022 1.0233 9.7473 0.0000 

30 42 12.6263 1.0664 0.7673 0.4473 166.5285 1.0664 10.1201 0.0000 

31 41 11.1638 1.0548 0.6777 0.5019 177.6923 1.0548 10.7866 0.0000 

32 41 12.9123 1.0830 0.7634 0.4497 190.6046 1.0830 11.2695 0.0000 

33 41 12.4650 1.0719 0.7446 0.4609 203.0696 1.0719 12.1303 0.0000 

34 41 7.2430 0.9668 0.4797 0.6341 210.3126 0.9668 13.9285 0.0000 

35 41 -0.0025 0.8296 -0.0002 0.9998 210.3100 0.8296 16.2321 0.0000 

36 33 -7.4071 0.7727 -0.5507 0.5857 202.9029 0.7727 15.0840 0.0000 

 

Figure 5.3 plots the monthly average raw returns, benchmark-adjusted returns and 

cumulative benchmark-adjusted returns for the 55 IPOs classified by the gross proceed 

of issues up to 36 months. As shown, there is substantial variation in the average 

performance of SMEs listed on the mai. In general, the smallest IPOs have consistently 

negative CARs for the 36 month-observation period, while medium-sized IPOs have 

consistently positive CARs for the same period, and large-sized IPOS have positive 

CARs for the first 12 months, at which time they become negative. Now consider Table 

4, which details the benchmark-adjusted returns and cumulative benchmark-adjusted 

returns for the end of years 1, 2 and 3, for the three size groups of IPOs. This likewise 
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indicates variations in benchmark performance, with all three groups of IPOs (small, 

medium and large) underperforming relative to benchmark in their first year, over 

performing in their second year, and then underperforming again in their third year.  

 

Figure 5.3: Monthly cumulative abnormal returns (CARs) by gross proceed of issue, 

mai 

 

 

Notes: (1) Small-sized issues – gross proceeds less than 300 million baht, (2) Medium-sized issues – 

gross proceeds between 300 and 600 million baht, (3) Large-sized issues – gross proceeds greater than 

600 million baht. 

 

 

Table 5.15: Average and cumulative benchmark-adjusted returns by gross proceeds of 

issue at the end of years 1–3, mai 

Category Size 
itAR  Std dev t-stat p-value 

1,tCAR  Std dev t-stat p-value 

Year 1 (53)        

Small 13 –21.0667 0.5774 –1.3155 0.2129 –157.1311 0.5774 –9.8117 0.0000 

Medium 30 19.4145 0.8240 1.2904 0.2071 242.8866 0.8240 16.1442 0.0000 

Large 10 –24.5191 1.0013 –0.7744 0.4586 –56.0477 1.0013 –1.7701 0.1105 

Year 2 (47)        

Small 12 –17.5076 0.7271 –0.8341 0.4220 –298.2367 0.7271 –14.2080 0.0000 

Medium 28 16.2003 0.9584 0.8944 0.3790 488.5186 0.9584 26.9716 0.0000 

Large 7 2.2335 1.7334 0.0341 0.9739 –397.0885 1.7334 –6.0608 0.0009 

Year 3 (33)        

Small 8 –37.6053 0.7496 –1.4190 0.1988 –362.1141 0.7496 –13.6643 0.0000 

Medium 21 12.5488 0.7729 0.7440 0.4655 761.5970 0.7729 45.1554 0.0000 

Large 4 –51.7793 0.5397 –1.9188 0.1508 –1,023.9444 0.5397 –37.9454 0.0000 

Notes: Small-sized issues – gross proceeds less than 300 million baht, Medium-sized issues – gross 

proceeds between 300 and 600 million baht, Large-sized issues – gross proceeds greater than 600 million 

baht. 

 

5.4.2 Buy-and-hold returns (BHRs) and wealth relatives (WRs) 

Table 5.15 reports the average buy-and-hold returns and wealth relatives, exclusive of 

the initial returns on the first day of trading up to 36 months after listing. The results 

(2) 
 (2)  
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 (2)  

(3) 
 (2)  
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show that IPO companies begin underperforming in terms of BHAR at the end of month 

19 (an average of –0.58%), as also evidenced by a wealth relative less than unity 

(0.95%). The 36-month average buy-and-hold return is –25.39%, with a statistical 

significant t-statistic of 4.30. This is of considerably greater magnitude than the 

underperformance of IPOs found in the US by Ritter (1991) and Welch and Ritter 

(2002) and in Germany by Ljungqvist (1997) and Stehle et al (2000). 

Table 5.16: Average buy-and-hold returns and wealth relatives excluding initial return, 

SET 

Month Size 
itBHAR  Std. dev t-stat p-value WRit 

1 141 15.4233 0.4699 3.8977 0.0002 6.1368 

2 142 12.5950 0.4756 3.1556 0.0020 4.1855 

3 142 11.8892 0.4869 2.9098 0.0042 3.4796 

4 141 12.6104 0.4966 3.0156 0.0030 3.6130 

5 141 12.9219 0.5106 3.0048 0.0031 3.5682 

6 140 12.4124 0.5211 2.8181 0.0055 3.2801 

7 140 11.7535 0.5323 2.6124 0.0100 3.0596 

8 140 10.4675 0.5391 2.2973 0.0231 2.7502 

9 141 9.3317 0.5396 2.0534 0.0419 2.4704 

10 141 8.8202 0.5514 1.8993 0.0596 2.3155 

11 141 8.5515 0.5613 1.8091 0.0726 2.2651 

12 140 8.1388 0.5723 1.6828 0.0947 2.1201 

13 138 –8.4137 1.2563 –0.7867 0.4328 1.1512 

14 138 5.4494 0.5805 1.1028 0.2720 1.6376 

15 138 4.1183 0.5831 0.8296 0.4082 1.4569 

16 138 2.7027 0.5881 0.5399 0.5902 1.2773 

17 136 1.7799 0.5950 0.3488 0.7278 1.1826 

18 135 0.6544 0.6005 0.1266 0.8994 1.0639 

19 134 –0.5848 0.6050 –0.1119 0.9111 0.9456 

20 133 –3.1628 0.6150 –0.5931 0.5541 0.7184 

21 131 –3.9676 0.6073 –0.7478 0.4559 0.6561 

22 131 –5.3648 0.6064 –1.0126 0.3131 0.5545 

23 131 –6.7777 0.6071 –1.2779 0.2036 0.4586 

24 131 –8.1023 0.6076 –1.5262 0.1294 0.3746 

25 131 –9.2451 0.6084 –1.7392 0.0844 0.3157 

26 129 –11.3410 0.6105 –2.1100 0.0368 0.1864 

27 125 –12.1316 0.6227 –2.1782 0.0313 0.1833 

28 125 –13.6655 0.6245 –2.4465 0.0158 0.0905 

29 122 –15.2922 0.6332 –2.6674 0.0087 0.0227 

30 123 –15.7789 0.6358 –2.7523 0.0068 0.0204 

31 121 –17.3464 0.6378 –2.9918 0.0034 –0.0294 

32 121 –18.3996 0.6363 –3.1811 0.0019 –0.0798 

33 119 –19.6274 0.6340 –3.3773 0.0010 –0.1116 

34 119 –20.9393 0.6279 –3.6381 0.0004 –0.1559 

35 119 –21.7356 0.6227 –3.8077 0.0002 –0.1757 

36 110 –25.3903 0.6198 –4.2966 0.0000 –0.3037 

 

Table 5.17 reports the average buy-and-hold returns and wealth relatives, exclusive of 

the initial returns on the first day of trading up to 36 months after listing. At first sight, 

the results would appear to show that the BHARs for all IPOs and all months are 
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positive with the exception of month 24. However, the BHAR are only statistically 

significant for the first month following the listing month, after which there is no 

statistically significant difference in performance at the mean than the benchmark 

portfolio. For the wealth relatives, these are highest for the first none or so months after 

the listing month and then statistically insignificant. Table 5.17 provides average buy-

and-hold returns and wealth relatives, exclusive of initial returns categorized by the 

gross proceeds of issue at the end of years 1, 2 and 3 post-listing. The only statistically 

significant finding is that medium and large-sized IPOs have positive BHARs in their 

second year after issue.  

Table 5.17: Average buy-and-hold returns and wealth relatives, excluding initial return, 

mai 

Month Size itBHAR   Std dev t-stat p-value itWR   

1 55 11.8301 0.4766 1.8410 0.0711 22.9429 

2 55 11.6785 0.5523 1.5682 0.1227 45.7240 

3 55 11.0296 0.5736 1.4261 0.1596 16.6969 

4 55 9.8667 0.5532 1.3228 0.1915 11.0279 

5 55 9.3494 0.5583 1.2419 0.2196 7.3924 

6 55 8.7175 0.5555 1.1638 0.2496 8.0649 

7 55 8.5051 0.5516 1.1435 0.2579 11.7432 

8 55 8.2921 0.5502 1.1177 0.2687 23.5070 

9 55 7.5017 0.5559 1.0008 0.3214 120.2102 

10 55 6.8352 0.5615 0.9028 0.3706 –28.5287 

11 55 6.2792 0.5683 0.8194 0.4161 –11.8880 

12 53 5.5624 0.5868 0.6901 0.4932 –56.3080 

13 52 2.5977 0.5694 0.3290 0.7435 134.6031 

14 52 2.1443 0.5732 0.2698 0.7884 –12.9039 

15 51 0.1956 0.5672 0.0246 0.9805 0.4442 

16 51 0.2519 0.5720 0.0315 0.9750 0.5814 

17 50 2.0736 0.5691 0.2576 0.7978 –0.8112 

18 50 2.0405 0.5756 0.2507 0.8031 –0.6401 

19 49 0.7784 0.5803 0.0939 0.9256 0.5250 

20 49 0.5048 0.5833 0.0606 0.9519 0.6631 

21 49 0.3363 0.5864 0.0401 0.9681 0.7620 

22 49 0.0299 0.5882 0.0036 0.9972 0.9773 

23 48 0.5869 0.5881 0.0691 0.9452 0.6393 

24 47 –0.1179 0.5962 –0.0136 0.9892 1.0594 

25 43 3.6301 0.5944 0.4005 0.6908 –0.0539 

26 43 3.1728 0.5972 0.3484 0.7293 0.0102 

27 42 4.4810 0.5961 0.4872 0.6287 –0.1007 

28 42 4.1690 0.5985 0.4514 0.6541 –0.1104 

29 42 3.9936 0.6013 0.4304 0.6691 –0.1642 

30 42 3.8476 0.6033 0.4133 0.6815 –0.2226 

31 41 4.4639 0.6115 0.4674 0.6427 –0.2236 

32 41 4.3554 0.6155 0.4531 0.6529 –0.2800 

33 41 4.2533 0.6200 0.4392 0.6628 –0.3359 

34 41 4.0845 0.6228 0.4199 0.6768 –0.3499 

35 41 3.8481 0.6247 0.3944 0.6954 –0.2527 

36 33 4.2196 0.5805 0.4175 0.6791 0.6514 
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Table 5.18: Average buy-and-hold returns, excluding initial return, categorized by gross 

proceeds of issue, mai 

Category Size p-value 
itBHAR  Std dev t-stat p-value WRit Minimum  Maximum  

Year 1  (53)        

Small 13 0.7373 –17.3941 0.5611 –1.1176 0.2856 35.8452 –85.5446 152.41436 

Medium 30 0.3710 19.0469 0.5431 1.9208 0.0646 0.7564 –57.7743 162.1944 

Large 10 0.3054 –5.0475 0.6855 –0.2329 0.8211 –1.6645 –117.2736 130.3874 

Year 2  (47)        

Small 12 0.4768 –13.5824 0.4588 –1.0255 0.3272 4.5457 –63.9272 105.7940 

Medium 28 0.2518 13.5573 0.6020 1.1916 0.2438 0.5485 –65.7125 173.1557 

Large 7 0.2941 –31.7368 0.6840 –1.2276 0.2656 0.5276 –135.5648 39.8776 

Year 3 (33)        

Small 8 0.0131 -23.6888 0.4662 –1.4373 0.1938 2.6016 –73.4088 58.7556 

Medium 21 0.0027 21.2567 0.5503 1.7702 0.0919 0.1899 –75.4317 150.5737 

Large 4 0.3018 –29.4084 0.7125 –0.8255 0.4696 0.3622 –135.1121 15.6727 

Notes: Small-sized issues – gross proceeds less than 300 million baht, Medium-sized issues – gross proceeds between 300 

and 600 million baht, Large-sized issues – gross proceeds greater than 600 million baht. 

 

5.4.3 Regression analysis results 

Table 5.19 provides the regression estimates using the three-year buy-and-hold return as 

the dependent variable. These results suggest that there is a positive effect of monthly 

returns (RTN), as in Allen et al (1999), on three-year buy-and-hold returns. However, in 

contrast to Ritter (1991) and Allen and Patrick (1994), there is no significant negative 

relationship between issue size (SZE) and issue volume (VOL) on three-year buy-and-

hold returns.  

 

Table 5.19: Multiple regression estimates: 3BHR is a dependent variable, SET 

 

 
Estimated 

coefficient 

Standard 

error 
t-statistic p-value 

Constant 0.0237 0.1639 0.1444 0.8855 

RTN 0.5924 0.0610 9.7106 0.0000 

SZE –0.0007 0.0004 –1.6040 0.1119 

VOL –0.0014 0.0041 –0.3284 0.7433 

MAR 0.1817 0.1999 0.9088 0.3656 

AGRO –0.1762 0.2471 –0.7132 0.4774 

FINCIAL 0.2484 0.1310 1.8963 0.0608 

INDUS –0.0209 0.1382 –0.1512 0.8801 

RESOURC –0.0693 0.1754 –0.3950 0.6937 

SERVICE –0.0667 0.1333 –0.5002 0.6181 

TECH 0.0731 0.1356 0.5395 0.5908 
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Notes: Dependent variable is three-year buy-and-hold returns (3BHR). 

Industry dummies are agricultural and food (AGRO), financial and 

banking industry (FINCIAL), industrial (INDUS), resources 

(RESOURC), services (SERVICE) and technology (TECH). Consumer 

products (CONSUMP) have only a single IPO and are excluded. 

Coefficient of property and construction (PROPCON) excluded due to 

tolerance = 0.000 [tolerance = 1-R2 or (correlation between the predictor 

and all other predictors)2]. 

 

Table 5.20 presents the estimated results of a regression analysis using three-year 

benchmark-adjusted buy-and-hold returns as the dependent variable. The results again 

suggest the positive effect of monthly returns (RTN) on three-year benchmark-adjusted 

buy-and-hold returns, while issue size (SZE), issue volume (VOL) and the market 

benchmark return (MAR) are insignificant. Combined together, these findings suggest 

that the post-listing performance of IPOs, at least in Thailand, relates to initial return 

(RTN), but is not significantly related to either overall IPO activity (VOL), the size of 

the IPO (SZE), or the performance of the market (MAR).  

 

Table 5.20: Multiple regression estimates: 3BHAR is a dependent variable, SET 

 

 
Estimated 

coefficient 

Standard 

error 
t-statistic p-value 

Constant 0.0237 0.1639 0.1444 0.8855 

RTN 0.5924 0.0610 9.7106 0.0000 

SZE –0.0007 0.0004 –1.6040 0.1119 

VOL –0.0014 0.0041 –0.3284 0.7433 

MAR –0.8183 0.1999 –4.0942 0.0001 

AGRO –0.1762 0.2471 –0.7132 0.4774 

FINCIAL 0.2484 0.1310 1.8963 0.0608 

INDUS –0.0209 0.1382 –0.1512 0.8801 

RESOURC –0.0693 0.1754 –0.3950 0.6937 

SERVICE –0.0667 0.1333 –0.5002 0.6181 

TECH 0.0731 0.1356 0.5395 0.5908 

Notes: Dependent variable is three-year benchmark-adjusted buy-

and-hold returns (3BHAR). Industry dummies are agricultural and 

food (AGRO), financial and banking industry (FINCIAL), 

industrial (INDUS), property and construction (PROPCON), 

resources (RESOURC), services (SERVICE) and technology 

(TECH). Consumer products (CONSUMP) have only a single IPO 

and are excluded. Coefficient of property and construction 

(PROPCON) excluded due to tolerance = 0.000 [tolerance = 1-R
2 

or 

(correlation between the predictor and all other predictors)
2
]. 

 

Of the industry dummy variables in Tables 5.19 and 5.20, only the estimated coefficient 

for the financial services industry is significant and positive. This indicates that only 

companies in the financial services industry perform consistently better post-listing 

(excluding the initial return). This finding is similar to Allen et al (1999).  
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5.4.4 Summary and discussion 

In term of performance of large IPOs listed on the SET, monthly cumulative abnormal 

and buy-and-hold returns and wealth relatives show that Thai IPOs underperform 

relative to the market at the end of a 36-month post-listing period. This is similar to 

Vithessonthi (2008) using only buy-and-hold returns (excluding the initial returns). 

However, they generally outperform the market up to 24 months after listing. 

Regression analysis also provides evidence to support the notion that there is a 

significant positive relationship between monthly returns and buy-and-hold returns, 

even after controlling for size, volume and activity in the IPO market. Further, financial 

services firms appear to display the best long-run performance in the Thai market. The 

result again suggest that there is no evidence support the services firms appear to have the 

worst long-run performance which documented by Vithessonthi (2008).  

In terms of performance of IPOs for SMEs listed on the mai, there is likewise very little 

evidence to suggest that the behaviour of listed SMEs, at least in Thailand, is any 

different from the market as a whole. While some measures of return performance are 

suggestive, SMEs only selectively outperform the market in their second year, after 

which their performance is indistinguishable for their compatriots.  

Of course, some limitations in this study indicate that we should treat these findings 

with at least some caution. The first major limitation is that the monthly mai index used 

for the market benchmark was only available after 2003. The only alternative available 

for this period was the SET index, and as this draws on larger, more mature firms, it 

may be an unsuitable benchmark of performance for small, younger firms. A second 

limitation is that no industry indexes are currently available for the mai. This means that 

some interesting insights using industry benchmarks are obtainable. A third limitation is 

a new market we were only able to study the mai over a short sample period. This may 

mean the results are subject to relatively short-term impacts (for example, hot and cold 

markets, macroeconomic shocks) that limit our ability to extend our findings more 

generally over time. Finally, as the information of a auditor reputation and underwriter 

prestige was unavailable for the regression analysis. If so these variables may mean the 

better results to determine the IPO performance. 

 

5.5 Concluding remarks 

In this chapter, the results of three empirical analyses namely activity, pricing and 

performance of initial public offerings (IPOs) are reported which is summarized as 
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follows. Analysis of the determinants of IPOs reveals that firms that are younger, larger, 

more leveraged and with lower interest rates from borrowing are more likely to list. 

Analysis of post-IPO performance suggests that Thai firms going public succeed in 

lowering their borrowing rates, and that unlike comparable findings elsewhere, 

profitability does not decline after listing. However, despite these findings, the rate of 

listing in Thailand remains relatively low, and the paper speculates that relatively high 

listing costs and the availability of alternative cheaper debt financing sources, the large 

shares of foreign subsidiary and small and medium-sized business operating in 

Thailand, along with market and political instability and cultural factors act against Thai 

IPOs.  

Underpricing is calculated using headline underpricing, underpricing issuer loss, 

underpricing loss by market value, and underpricing loss by issuer price. The results 

indicate that Thai IPOs that listed on the SET and the mai are generally underpriced. 

The results of IPOs listed on the SET between 1997 and 2007 show that average 

underpricing of 17.60%, 5.01%, 6.94%, 6.68% and 16.10%, respectively. This is a 

significantly lower level of underpricing than previously documented in Thailand before 

the 1997 Asian financial crisis. The results of IPOs listed on the mai between 2001 and 

2007 show that average underpricing of 12.69%, 5.01%, 4.74% and 11.40%, 

respectively. This is a significantly lower level of underpricing than the large-firm IPOs 

listing on the SET comparing in the same period (the average underpricing of IPOs 

listed on the SET between 2001 and 2007 are 19.19%, 7.71%, 8.87% and 17.56%, 

respectively). However, there is much variability in pricing over the sample period, with 

substantial underpricing in 2003/2004 and correctly priced issues on average in 

2001/2002 and 2005/2006/2007. 

The post-listing performance is assessed using monthly cumulative abnormal returns, 

buy-and-hold returns and wealth relatives. The findings of IPOs listed on the SET show 

that Thai large-firm IPOs generally outperform market benchmarks up to 24 months and 

underperform thereafter up to 36 months. However, there is much variation in long-run 

performance among industries. For example, multiple regression analysis shows that 

IPOs in the financial services industry perform relatively better in the longer run. While 

the performance analysis of IPOs for SMEs is suggestive that SMEs perform well after 

listing, returns adjusted for market performance indicates that this generally only holds 

for the second year after listing. 
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CHAPTER 6 

CONCLUSION 

 

This chapter summarises the thesis and discusses the key conclusions drawn from the 

analysis. The principal objective of this thesis is to present the results of three 

complementary empirical analyses of IPOs and the IPO process in Thailand. No known 

academic research has previously included these three key aspects of IPOs in a single 

study. Moreover, this is the only known empirical study to focus exclusively on 

Thailand, an emerging market that is becoming ever more important to the international 

financial community as investors look to diversify their risk and seek new markets in 

which to invest their funds. Therefore, the study contributes to the existing literature by 

broadening the understanding of IPOs and IPOs in emerging markets.  

The structure of this chapter is as follows. Section 6.2 provides a general summary of 

the study, including a discussion of both the theoretical and empirical evidence, which 

attempts to relate the major results of the current analysis to previous work. Section 6.3 

presents the contribution to the existing literature and discusses the policy implications. 

The limitations of the study are outlined in Section 6.4. Section 6.5 provides some 

possible directions for further research.  

6.1 Summary  

This thesis principally comprises three empirical analyses of IPOs in Thailand. The first 

of the three studies attempts to explain the decision of Thai firms to go public and 

examines their post-IPO performance. The second study of this thesis complements 

previous research by examining the pricing of newly listed IPO firms in the Thai stock 

market, including the main board for large companies and the market for the small-and-

medium-sized enterprises (SMEs). As a compliment to the second analysis, the third 

analysis in this thesis investigates the post-listing performance of newly listed IPO firms 

in the Thai stock market, including those newly listed on the SET and mai.  

Four main areas of interest are developed and presented in Chapters 2, 3, 4 and 5 of this 

thesis. The details of these chapters can be summarized as follows. Chapter 2 presents 

an extensive review of IPO market in Thailand, including the institutions involved in 

IPOs supervision and the regulatory framework for going public in Thailand. The listing 

requirements, process and preparation of going public in Thailand are also discussed. 

To summarise, the Thai primary market is where IPOs and subsequent issues are first 

made available to the public and lies under the supervision of the Thai Securities and 
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Exchange Commission (SEC). A private limited company wishing to issue an IPO must 

first transform to ‘Public Limited Company’ at the Department of Business 

Development (DBD), then apply for SEC approval, and satisfy its filing requirements 

prior to allowing the company to list and trade. There are two primary markets in 

Thailand: the Stock Exchange of Thailand which is for large public limited companies 

and the Market for Alternative Investments (mai) which is for small-and-medium-sized 

enterprises (SMEs). The consideration of going public and listing application is 

normally completed in about 30–45 days. From first application to issue date generally 

takes two to three months; however, this can be as long as a year.  

Chapter 3 provides a theoretical explanation for IPO activity, pricing and performance 

and reviews many related empirical studies. This section of the thesis also detailed the 

literature and empirical evidence from around the world. In terms of IPO activity, it is 

concerning the previous studies on the decision to go public in general. The decision to 

go public is a complex decision that cannot be explained by one single theory, nor 

discuss comprehensively in a brief review. However, like all other aspects of corporate 

financial decision-making it involves the relative evaluation of costs and benefits, both 

from a financial perspective and, more broadly, its influence on firm strategic behaviour 

and corporate governance (Pagano et al., 1998).  

In terms of IPO pricing, various explanations are given from the perspective of 

asymmetric information, institutional aspects, and ownership and control. Foremost 

among these, the information asymmetry hypothesis sees underpricing as an equilibrium 

occurrence when investors are disproportionately informed. As uninformed investors 

face the consequences of poor judgement when other investors are better informed, 

underpricing arises to compensate uninformed investors for the risk of ending up with a 

less successful IPO. Other studies analysed the underpricing from the view of 

institutional intervention during the process of going public, especially the role of 

investment banks. Other works proposed explanations by applying the agency problem 

framework.  

In terms of IPO performance, most of the extant work concurs with work in the US, for 

instance by Moonchul and Ritter (1999) that post-IPO firms generally underperform as 

investors are overly optimistic about their potential when listed. However, Loughran 

and Ritter (1995) countered that underperformance is not a unique trait of IPOs rather a 

result of IPO firms being small with low book-to-market values. Shiller (1990) provided 
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some survey evidence to support the fad hypothesis that says contrary to the rational 

expectation models, there are fads in the securities markets, and the market overpricing 

is due to the presence of such fads. The agency cost hypothesis, price support and the 

affects of underwriters, auditors and venture capitalists may also provide some insight 

into the long-term performance of IPOs.  

Chapter 4 describes the data collection procedures and research design used to examine 

the activity, pricing and performance of IPOs. The chapter presents data sources and 

explains the methods used to investigate the determinants and outcomes of IPOs. In 

addition, the various methods used to measure the IPO underpricing and the long- term 

performance post-listing is outlined. The tests of various hypotheses and independent 

variables for each study are also indentified in this chapter. To summarise, the empirical 

study of IPO activity is that to examine the determinants of IPOs relating to the decision 

to go public and the outcomes of IPOs following the decision to go public. To study the 

determinants of IPOs, the firm-specific variables, including the age of the company, 

corporate size, sales growth, leverage, profitability, the growth of fixed assets and 

interest rates from bank borrowing, are estimated in a probit regression model with the 

decision to go public as the dependent variable. To examine the outcomes of Thai IPOs 

after the decision to go public, firm-specific variables affecting firm performance, that 

is, corporate size, sales growth, leverage, profitability, fixed assets growth and interest 

rate from the bank borrowing, are estimated using an ordinary least square (OLS) 

regression model. Control variables are also included to account for any industry and 

time specific effects.  

The empirical study of IPO pricing is that is to examine the (under)pricing of Thai 

IPOs. To test whether there is the underpricing phenomenon of IPOs in Thailand, four 

measures of underpricing include the headline underpricing (UPH), underpricing issuer 

loss (UPIL), underpricing loss by market value (UPLMV) and underpricing loss by 

issuer price (UPLIP), are calculated. The variables such as individual stock prices, the 

returns to existing owners, strategic shareholders, and primary and secondary 

shareholders are also included in this study. Finally, the long-term underperformance of 

Thai IPOs is examined for the IPO performance study. Three measures of aftermarket 

performance which are composed of monthly cumulative abnormal returns (CARs), 

buy-and-hold returns (BHRs), and (UPLMV) and wealth relatives (WRs), are used for 

estimation in this study. Additionally, this study examines the relationship between the 

long-term aftermarket performance of IPOs and selected explanatory variables using a 
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multiple regression analysis. The selected variables include monthly raw returns, issue 

size, the number of IPOs each year and three-year market benchmark buy-and-hold 

returns.  

Consistent with Chapter 4, Chapter 5 reports empirical results from examining the 

activity, pricing and performance of IPOs as follows. In terms of IPO activity, probit 

analysis of the determinants of IPOs reveals that firms that are young, large, highly 

leveraged and with lower interest rates from borrowing tend to list on the market. The 

results of OLS regression estimation for IPOs subsequent performance also strongly 

suggest that Thai IPO firms went public to lower borrowing rates, not to fund future 

investment in fixed assets and sales growth. Additionally, the evidence suggests that 

firm profitability does not decline following an IPO, in sharp contrast to previous 

studies in developed markets.  

In terms of IPO underpricing, the results indicate that Thai SET IPOs are generally 

underpriced though the magnitude of underpricing is generally smaller than is found in 

many other developed markets using similar techniques. However, unlike many of these 

comparable studies, there is no evidence that IPO underpricing has decreased in the 

recent years. The measures of underpricing across industry for the large IPOs suggest 

that financial services IPOs are relatively more underpriced, whereas industrial IPOs are 

relatively underpriced. This contrasts strongly with Allen et al (1999) who found that 

the property and construction industry often has the highest initial return. Overall, the 

findings suggest a modest level of underpricing on the mai over the period 2001 to 

2007. However, this would appear to be primarily the result of very substantial 

underpricing in 2003 and 2004. In all other years, there is no statistically significant 

evidence, on average, of underpricing (or indeed overpricing). Further, medium-sized 

SMEs account for most of the underpricing observed. These findings contrast strongly 

with Allen and Faulhaber (1989), Aggarwal et al. (1993) Ritter (1991), Allen and 

Patrick (1994), and Allen et al. (1999), amongst others, that underpricing is relatively 

more severe in smaller IPOs. Indeed, the evidence largely suggests that Thai companies 

listing on the mai are appropriately priced on issue and do not suffer from the 

underpricing so prevalent in many developed and emerging markets. 

In terms of IPO performance, monthly cumulative abnormal and buy-and-hold returns 

and wealth relatives show that Thai large IPOs underperform relative to the market at 

the end of a 36-month post-listing period. However, they generally outperform the 

market up to 24 months after listing. Regression analysis also provides evidence to 
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support the notion that there is a significant positive relationship between monthly 

returns and buy-and-hold returns, even after controlling for size, volume and activity in 

the IPO market. Further, financial services firms appear to display the best long-run 

performance in the Thai market. In contrast, there is very little evidence to suggest that 

the behaviour of listed SMEs, at least in Thailand, is any different from the market as a 

whole. While some measures of return performance are suggestive, SMEs only 

selectively outperform the market in their second year, after which their performance is 

indistinguishable for their compatriots. 

Overall, this thesis found that the three issues of IPOs studies is the only significant 

corporate finance attribute, that is related to emerging markets’ IPO firms. The 

comprehensive empirical analysis in this thesis also provides a unique emerging market 

as an example. According to the IPOs play an especially crucial role in strengthening 

the development of emerging economies like Thailand, the given results of this thesis 

may convey some information for firms deciding to go public.  

6.2 Contribution and implications 

This thesis makes four main contributions to the literature. First, this thesis is the only 

study known to include comprehensive analyses of all three main areas of interest in 

IPO research, namely, activity, pricing and performance of IPOs. As far as the author is 

aware, no known empirical study has included these three different but complimentary 

aspects in a single study previously. Second, the thesis includes a study of IPO activity 

using the application of firm-specific variables in predicting the likelihood of going 

public from the population of IPO-eligible private firms in Thailand. Outside the Italian 

study of Pagano et al. (1998), this is only the second to provide such evidence on the 

IPO decision and its motivations while the candidate firms remain private.  

Third, this study contributes to the literature by examining Thailand as a particular case 

of an emerging market. Clearly, emerging markets are becoming more important to both 

domestic and international investors because these investors, including the individual 

and institutional investors, look to diversify their risk and seek new markets in which to 

invest their funds. Finally, this thesis applies comprehensive techniques with several 

different measures at pricing and performance across different submarkets (SET and 

mai). This allows a more comprehensive assessment of the major issues arising in the 

pricing and performance of IPOs, particularly a comparison of the effects and outcomes 

of IPOs for large firms and SMEs. 
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In terms of applications, this thesis provides useful and practical information for the 

four main parties involved and interested in IPOs, namely, entrepreneurs, regulators, the 

Thai stock exchange and investors. The following applications are not directly outcome 

of the work undertaken in the thesis itself. It is a natural implication arising from the 

thesis and the candidate’s own opinion informed by recent media reports. 

First, the results of this thesis are useful for entrepreneurs in that they enable to find and 

judge the appropriate financing for their companies. The theory of the costs and benefits 

of going public also imply them to be able to balance the costs and benefits of going 

public if they so decide. It also gives some indication to these parties of the prospective 

outcomes from the IPO process from a Thai perspective. 

Second, in terms of regulators, including the DBD and the SEC, the suggestion is that 

they should work together in order to enable firms to raise capital from the market and 

assist investors in properly valuing companies within the Thai stock market. Another 

implication of this thesis is that public information contained in offer documents in 

company announcements is important to the valuation of the listed companies. Thus, the 

regulators should continue to insist on a high level of information disclosure prior to 

equity offers in order to enable investors to properly value the companies listed on both 

markets. 

Third, the exchange should increase the provision of facilities and advice to 

entrepreneurs as most entrepreneurs in Thailand still lack a clear understanding of the 

process of going public. They have believed that the going public process is too 

complicated. Therefore, the knowledge gained by the SET from this study will be of use 

in assaying the impact of current listing requirements and assessing the efficiency of the 

Thai market. Finally, this study will of use to investors desiring a better understanding 

of the performance of IPO firms in Thailand, both in terms of initial returns with listing 

and for longer-term performance. This will enable them to design more profitable 

investment strategies when undertaking asset selection in the Thai equity market.  

6.3 Limitations  

There are two main limitations of this thesis. First, in Thailand as in other emerging 

markets some data necessary for the study of IPOs is limited, incomplete or unavailable. 

The examples of data constraints are as follows. To start with, the data on private firms 

in the DBD database is only available from 1999, however we cannot used from this 

year because the SET IPO listing requirements in which used for sample selection was 

formally released in 2001. Therefore, the sample period used in the IPO activity study 
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consequently started from the period of 2001 to 2007. This may mean the results are 

subject to relatively short-term motivations for going public (the impacts may change in 

the longer term for example, the changes of IPO regulation, legal and institutional 

environments) that limit this study cannot be extended the findings more generally over 

time.  

The monthly mai index used for market benchmark in the performance study is another 

example of a data limitation. The mai index is only available after 2003. The only 

alternative available for the earlier period is the SET Index, and as this is drawn from 

larger, more mature firms, it may be an unsuitable benchmark of performance for small, 

younger firms. Finally, as a new market, we are obliged to study the mai over a 

relatively short sample period. The accuracy of the database is also a concern. The 

financial data employed in this thesis is from variety sources: the SETSMART, IPO 

prospectus, etc. The initial list of private and public firms registered at the DBD from 

2001 to 2007 was manually retrieved from the DBD Registration Online Database and 

additionally from the SETSMART, online database provided by the SET. This database 

although came from the original sources of private and public firms in Thailand, it 

should take in caution that the results of this study remain dependent upon the accuracy 

of the database. Moreover, the SET IPO listing requirements also changed many time 

during the 7-year sample period. Lastly, the private firms sample collected and 

classified to meet the SET IPO listing requirements manually year by year. Therefore, 

the first intention to compare the determinants and outcomes of large IPOs listed on the 

SET and IPOs for SMEs listed on the mai failed because of time constraints.  

The second major important limitation of this study is the methodology used. Previous 

literatures recommended that the decision to go public is complex and not easy to 

design in a single model. Therefore, using statistically analysis for the firm-specific 

variables to determinants the decision to go public and outcomes after the decision may 

not be a perfect method. Previous empirical studies suggest that both qualitative and 

qualitative analyses are required to know the motives for going public by firms.  

6.4 Directions for future research 

The results and limitations of this study indicate a number of areas for future research. 

First, the explanatory variables to study the determinants and outcomes of initial public 

offerings could be improved. For example, because of data limitations, it was only 

possible to include firm-specific financial variables as explanatory variables in the 

model of the determinants of IPO activity. A number of other possible determinants are 
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likely, including ownership structure and governance, and future research could aim to 

expand the analysis to this broader set of factors. Second, as noted the sample periods 

used for determining the activity, pricing and performance of Thai IPOs are relatively 

short and may obscure some important longer terms changes and influences. One 

suggestion would be to backdate the data to the earliest days of the SET, however, this 

may bring with it concerns about data comparability.   

Third, the methodology used for the study of the determinants and outcomes of IPOs in 

this study is principally quantitative. One suggestion for future research is the use of 

qualitative analysis (survey-based studies) to study from a different perspective some of 

the same issues. This would add further insights into, say, IPO activity likely obscured 

by common publicly available information.  Furthermore, if the quantitative analysis is 

carried on, the matched sampling is suggested in which the situation for data to improve 

or for other contexts where better and more consistent data is available Fourth, another 

extension would be to compare the determinants and outcomes of large IPOs listing on 

the SET and those for SMEs listing on the mai. The results of this comparison would be 

interesting for the decision to go public of Thai firms as the whole. Fifth, according to 

the applications in Section 6.2 Contribution and implication, it would be test the 

hypotheses: 1) the DBD and the SEC should work together in order to enable firms to 

raise capital from the market and assist investors in properly valuing companies; 2) 

public information contained in offer documents in company announcements is 

important to the valuation of the listed companies, and 3) regulators should continue to 

insist on a high level of information disclosure or that the exchange should increase the 

provision of facilities and advice to entrepreneurs as most entrepreneurs in Thailand i) 

still lack a clear understanding of the process of going public and ii) believe the going 

public process is too complicated, which would contribute the Thai Stock market by the 

whole. Finally, it would be useful to compare the experience of the Thai IPO market in 

terms of activity, pricing and performance with especially other emerging markets. This 

would enable a more robust assessment of the principal features of IPOs in emerging 

markets.   

 

 

 

 

 

 

 



 

 

 

116 

 

 

APPENDICES 

 

 

Appendix 1: List of 110 sample IPOs in activity study, SET 

Appendix 2: List of 136 sample IPOs in pricing study, SET 

Appendix 3: List of 53 sample IPOs in pricing study, mai 

Appendix 4: List of 142 sample IPOs in performance study, SET 

Appendix 5: List of 55 sample IPOs in performance study, mai 

Appendix 6: Summary of SET listing criteria, 2001-2007 

Appendix 7: SET regulations adopted for sample selection by year 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



 

 

 

117 

Appendix 1: List of 110 sample IPOs in activity study, SET 

Company Symbol Industry Established date Listed date 

Cal-Comp Electronics (Thailand) Public Company Limited CCET TECH 4/12/1989 3/01/2001 

Home Product Center Public Company Limited HMPRO SERVICE 27/06/1995 30/10/2001 

Internet Thailand Public Company Limited INET TECH 13/05/1997 14/11/2001 

PTT Public Company Limited PTT RESOURC 20/06/1985 6/12/2001 

ITV Public Company Limited ITV SERVICE 20/10/1998 13/03/2002 

M-Link Asia Corporation Public Company Limited MLINK TECH 18/09/1995 3/04/2002 

Bangkok Aviation Fuel Services Public Company Limited BAFS RESOURC 28/09/1995 4/04/2002 

Major Cineplex Group Public Company Limited MAJOR SERVICE 7/07/1994 23/05/2002 

Ticon Industrial Connection Public Company Limited TICON PROPCON 5/02/1990 13/06/2002 

Aapico Hitech Public Company Limited AH INDUS 25/03/1996 17/10/2002 

GMM Grammy Public Company Limited GMMM SERVICE 8/02/1989 22/11/2002 

Lalin Property Public Company Limited LALIN PROPCON 8/11/1988 28/11/2002 

Power Line Engineering Public Company Limited PLE PROPCON 8/07/1988 12/12/2002 

Charn Issara Development Public Company Limited CI PROPCON 22/12/1989 16/12/2002 

President Bakery Public Company Limited PB AGRO 29/10/1980 25/12/2002 

RS Public Company Limited RS SERVICE 17/04/1992 22/05/2003 

IT City Public Company Limited IT TECH 26/03/1996 2/06/2003 

EGV Entertainment Public Company Limited EGV SERVICE 28/04/1993 26/06/2003 

Bangpakong Terminal Public Company Limited BTC SERVICE 24/11/1995 10/07/2003 

MIDA Assets Public Company Limited MIDA TECH 12/09/1991 17/07/2003 

Advance Information Technology Public Company Limited AIT TECH 30/01/1992 30/07/2003 

MFEC Public Company Limited MFEC TECH 3/03/1997 8/10/2003 

C.P.Seven-Eleven Public Company Limited CP7-11 (CPALL) SERVICE 12/03/1999 14/10/2003 

SC Asset Corporation Public Company Limited SC PROPCON 8/08/1989 13/11/2003 

T.K.S.Technologies Public Company Limited TKS TECH 1/01/1954 18/11/2003 

Rayong Purifier Public Company Limited RPC RESOURC 1/01/1995 24/11/2003 

Univanich Palm Oil Public Company Limited UVAN AGRO 1/01/1968 25/11/2003 

Samart I-Mobile Public Company Limited SIM TECH 1/01/1995 9/12/2003 

Tycoons Worldwide Group (Thailand) Public Company Limited TYCN PROPCON 9/09/1996 11/12/2003 

Hwa Fong Rubber (Thailand) Public Company Limited HFT INDUS 2/06/1987 15/12/2003 



 

 

 

118 

Company Symbol Industry Established date Listed date 

Chonburi Concrete Product Public Company Limited CCP PROPCON 19/04/1983 16/12/2003 

Singha Paratech Public Company Limited SINGHA PROPCON 14/11/1994 19/12/2003 

Electronics Industry Public Company Limited EIC TECH 17/02/1984 22/12/2003 

Quality Construction Products Public Company Limited Q-CON PROPCON 16/06/1994 6/01/2004 

Sahacogen (Chonburi) Public Company Limited SCG RESOURC 20/11/1996 7/01/2004 

Grande Asset Development Public Company Limited GRAND SERVICE 21/04/1988 10/02/2004 

Airports of Thailand Public Company Limited AOT SERVICE 3/03/1979 11/03/2004 

N.C. Housing Public Company Limited NCH PROPCON 2/02/1994 29/03/2004 

S. Pack & Print Public Company Limited SPACK INDUS 6/09/1982 30/03/2004 

Areeya Property Public Company Limited AREEYA PROPCON 20/01/2000 1/04/2004 

CS Loxinfo Public Company Limited CSL TECH 20/07/1994 8/04/2004 

Nava Nakorn Public Company Limited NNCL PROPCON 26/03/1971 18/05/2004 

SIS Distribution (Thailand) Public Company Limited SIS TECH 17/06/1998 21/06/2004 

Professional Waste Technology (1999) Public Company Limited PRO SERVICE 6/09/1999 23/07/2004 

Asia Metal Public Company Limited AMC PROPCON 9/03/1993 13/08/2004 

Oishi Group Public Company Limited OISHI AGRO 9/09/1999 25/08/2004 

K-Tech Construction Public Company Limited KTECH PROPCON 11/03/1997 1/09/2004 

SEAFCO Public Company Limited SEAFCO PROPCON 19/12/1974 3/09/2004 

Asian Insulators Public Company Limited AI RESOURC 12/05/1981 9/09/2004 

Samchai Steel Industries Public Company Limited SAM PROPCON 25/12/1997 15/09/2004 

DE Capital Public Company Limited DE (SSE) TECH 1/01/1995 17/09/2004 

DCON Products Public Company Limited DCON PROPCON 6/08/1996 21/09/2004 

Workpoint Entertainment Public Company Limited WORK SERVICE 11/09/1989 29/09/2004 

T.Krungthai Industries Public Company Limited TKT INDUS 4/11/1980 30/09/2004 

SNC Former Public Company Limited SNC TECH 16/03/1994 21/10/2004 

Thai Oil Public Company Limited TOP RESOURC 3/08/1961 26/10/2004 

Pongsaap Public Company Limited PSAP SERVICE 3/01/1990 5/11/2004 

Pacific Pipe Public Company Limited PAP PROPCON 19/09/1991 8/11/2004 

Bangkok Chain Hospital Public Company Limited KH SERVICE 24/11/1993 10/11/2004 

MCOT Public Company Limited MCOT SERVICE 25/03/1977 17/11/2004 

Bliss-Tel Public Company Limited BLISS TECH 22/03/1989 13/12/2004 
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Company Symbol Industry Established date Listed date 

Thainox Stainless Public Company Limited TNX PROPCON 30/07/1990 14/12/2004 

United Paper Public Company Limited UTP INDUS 15/08/1990 16/12/2004 

Yarnapund Public Company Limited YNP INDUS 21/04/1952 13/01/2005 

KPN Automotive Public Company Limited KPN (AF) INDUS 1/01/1990 26/01/2005 

Somboon Advance Technology Public Company Limited SAT INDUS 14/09/1995 31/01/2005 

Bangsaphan Barmill Public Company Limited BSBM PROPCON 11/11/1994 1/02/2005 

Single Point Parts (Thailand) Public Company Limited SPPT TECH 23/07/1997 17/02/2005 

Thai Metal Trade Public Company Limited TMT PROPCON 17/04/1992 18/02/2005 

Khon Kaen Sugar Industry Public Company Limited KSL AGRO 6/10/1976 7/03/2005 

Siaminter Multimedia Public Company Limited SMM SERVICE 1/06/1990 22/03/2005 

Solartron Public Company Limited SOLAR RESOURC 12/11/1986 30/03/2005 

Superblock Public Company Limited SUPER PROPCON 20/12/1994 19/04/2005 

Glow Energy Public Company Limited GLOW RESOURC 1/01/1993 21/04/2005 

Sahamit Machinery Public Company Limited SMIT INDUS 7/06/1973 18/05/2005 

Thai Steel Cable Public Company Limited TSC INDUS 12/06/1978 23/06/2005 

Permsin Steel Works Public Company Limited PERM PROPCON 22/10/1989 14/07/2005 

M.C.S. Steel Public Company Limited MCS PROPCON 9/06/1992 15/07/2005 

Indorama Polymers Public Company Limited IRP INDUS 1/01/1995 2/08/2005 

Metrostar Property Public Company Limited METRO PROPCON 22/08/2000 26/10/2005 

Eason Paint Public Company Limited EASON INDUS 1/01/1965 27/10/2005 

Prinsiri Public Company Limited PRIN PROPCON 23/02/2000 7/11/2005 

California WOW Xperience Public Company Limited COWOW SERVICE 27/07/2000 8/11/2005 

TWZ Corporation Public Company Limited TWZ TECH 22/12/1993 18/11/2005 

Diamond Roofing Tiles Public Company Limited DRT PROPCON 25/08/1985 29/11/2005 

Pre-Built Public Company Limited PREB PROPCON 15/02/1995 2/12/2005 

Global Connections Public Company Limited GC INDUS 12/09/1994 6/12/2005 

Preuksa Real Estate Public Company Limited PS PROPCON 20/04/1993 6/12/2005 

Thai Unique Coil Center Public Company Limited TUCC PROPCON 31/05/1989 8/12/2005 

Mida-Medalist Entertainment Public Company Limited ASCON PROPCON 1/01/1998 21/12/2005 

Ascon Construction Public Company Limited MME SERVICE 7/01/1992 8/12/2005 

CSP Steel Center Public Company Limited CSP PROPCON 17/02/1992 22/12/2005 
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Company Symbol Industry Established date Listed date 

Interhides Public Company Limited IHL INDUS 25/09/1992 22/12/2005 

G Steel Public Company Limited GSTEEL PROPCON 12/12/1995 25/01/2006 

City Steel Public Company Limited CITY PROPCON 7/08/1995 23/02/2006 

Thai Optical Group Public Company Limited TOG CONSUMP 8/03/1991 16/05/2006 

S.E.C. Auto Sales and Services Public Company Limited SECC INDUS 1/01/1992 18/05/2006 

Rayong Refinery Public Company Limited RRC RESOURC 21/11/1992 5/06/2006 

Ekarat Engineering Public Company Limited AKR RESOURC 24/06/1981 7/08/2006 

DSG International (Thailand) Public Company Limited DSGT CONSUMP 20/05/1994 9/08/2006 

Rich Asia Steel Public Company Limited RICH PROPCON 10/05/1999 31/08/2006 

Forth Corporation Public Company Limited FORTH TECH 13/09/1988 8/09/2006 

Jasmine Telecom Systems Public Company Limited JTS TECH 21/04/1995 18/09/2006 

Bangkok Metro Public Company Limited BMCL SERVICE 18/02/1998 21/09/2006 

Unique Engineeing and Construction Public Company Limited     UNIQ PROPCON 29/07/1994 30/03/2007 

Rasa Property Development Public Company Limited RASA PROPCON 14/08/1995 12/04/2007 

Total Access Communication Public Company Limited DTAC TECH 31/08/1989 22/06/2007 

Thai Yuan Metal Public Company Limited TYM PROPCON 17/04/1991 9/08/2007 

Better World Green Public Company Limited BWG SERVICE 23/07/1997 14/11/2007 

Major Development Public Company Limited MJD PROPCON 14/07/1999 27/11/2007 
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Appendix 2: List of 136 sample IPOs in pricing study, SET 

Company Symbol Industry Listed date 

Diana Department Store Public Company Limited  DIANA (D1) SERVICE 7/05/1997 

Furukawa Metal (Thailand) Public Company Limited FMT INDUS 6/02/1997 

Noble Development Public Company Limited NOBLE INDUS 12/06/1997 

Eastern Water Resources Development and Management Public Company Limited  EASTW RESOURC 28/07/1997 

The Siam Pan Group Public Company Limited  SPG INDUS 1/09/1998 

General Environmental Conservation Public Company Limited  GENCO SERVICE 28/09/2000 

Ratchaburi Electricity Generating Holding Public Company Limited  RATCH RESOURC 2/11/2000 

Cal-Comp Electronics (Thailand) Public Company Limited  CCET TECH 3/01/2001 

United Securities Public Company Limited  US FIN 8/08/2001 

Home Product Center Public Company Limited HMPRO SERVICE 30/10/2001 

Internet Thailand Public Company Limited  INET TECH 14/11/2001 

PTT Public Company Limited  PTT RESOURC 6/12/2001 

Aeon Thana Sinsap (Thailand) Public Company Limited AEONTS FIN 11/12/2001 

Nava Leasing Public Company Limited  NVL FIN 25/12/2001 

ITV Public Company Limited ITV SERVICE 13/03/2002 

M-Link Asia Corp Public Company Limited MLINK TECH 3/04/2002 

Bangkok Aviation Fuel Services Public Company Limited BAFS RESOURC 4/04/2002 

Major Cineplex Group Public Company Limited MAJOR SERVICE 23/05/2002 

TICON Industrial Connection Public Company Limited TICON PROP 13/06/2002 

Sicco Securities Public Company Limited SSEC FIN 17/09/2002 

Finansa Public Company Limited FNS FIN 25/09/2002 

AAPICO Hitech Public Company Limited  AH INDUS 17/10/2002 

Krungthai Card Public Company Limited KTC FIN 28/10/2002 

GMM Media Public Company Limited GMMM SERVICE 22/11/2002 

Lalin Property Public Company Limited LALIN PROP 28/11/2002 

Power Line Engineering Public Company Limited PLE PROP 12/12/2002 

Charn Issara Development Public Company Limited CI PROP 16/12/2002 

Trinity Watthana Public Company Limited TNITY FIN 18/12/2002 

Ratchthani Leasing Public Company Limited THANI FIN 19/12/2002 

President Bakery Public Company Limited PB AGRO 25/12/2002 
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Company Symbol Industry Listed date 

RS Public Company Limited  RS SERVICE 22/05/2003 

IT City Public Company Limited  IT TECH 2/06/2003 

Bangpakong Terminal Public Company Limited  BTC SERVICE 10/07/2003 

Mida Assets Public Company Limited  MIDA TECH 17/07/2003 

Advanced Information Technology Public Company Limited  AIT TECH 30/07/2003 

Thaitikorn Public Company Limited  TK FINCIAL 2/10/2003 

MFEC Public Company Limited  MFEC TECH 8/10/2003 

C.P. Seven Eleven Public Company Limited  CP7-11 (CPALL) SERVICE 14/10/2003 

SC Asset Corporation Public Company Limited SC PROPCON 13/11/2003 

T.K.S. Technologies Public Company Limited  TKS TECH 18/11/2003 

Rayong Purifier Public Company Limited  RPC RESOURC 24/11/2003 

Univanich Palm Oil Public Company Limited UVAN AGRO 25/11/2003 

Kim Eng Securities (Thailand) Public Company Limited KEST FINCIAL 3/12/2003 

Samart I-Mobile Public Company Limited  SIM TECH 9/12/2003 

Tycoons Worldwide Group (Thailand) Public Company Limited  TYCN PROPCON 11/12/2003 

Hwa Fong Rubber (Thailand) Public Company Limited  HFT INDUS 15/12/2003 

Chonburi Concrete Product Public Company Limited  CCP PROPCON 16/12/2003 

Singha Paratech Public Company Limited  SINGHA PROPCON 19/12/2003 

Electronics Industry Public Company Limited  EIC TECH 22/12/2003 

Quality Construction Products Public Company Limited  Q-CON PROPCON 6/01/2004 

Sahacogen (Chonburi) Public Company Limited  SCG RESOURC 7/01/2004 

Grande Asset Development Public Company Limited GRAND SERVICE 10/02/2004 

Airports of Thailand Public Company Limited   AOT SERVICE 11/03/2004 

Eastern Commercial Leasing Public Company Limited  ECL FINCIAL 22/03/2004 

N. C. Housing Public Company Limited  NCH PROPCON 29/03/2004 

S. Pack & Print Public Company Limited SPACK INDUS 30/03/2004 

Areeya Property Public Company Limited AREEYA (A) PROPCON 1/04/2004 

CS Loxinfo Public Company Limited  CSL TECH 8/04/2004 

Navanakorn Public Company Limited  NNCL PROPCON 18/05/2004 

SIS Distribution (Thailand) Public Company Limited  SIS TECH 21/06/2004 

Professional Waste Technology (1999) Public Company Limited PRO SERVICE 23/07/2004 
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Company Symbol Industry Listed date 

Asia Metal Public Company Limited  AMC PROPCON 13/08/2004 

Mida Leasing Public Company Limited ML FINCIAL 19/08/2004 

Oishi Group Public Company Limited OISHI AGRO 25/08/2004 

K-Tech Construction Public Company Limited  KTECH PROPCON 1/09/2004 

Seafco Public Company Limited  SEAFCO PROPCON 3/09/2004 

Asian Insulators Public Company Limited  AI RESOURC 9/09/2004 

Samchai Steel Industries Public Company Limited  SAM PROPCON 15/09/2004 

DE Capital Public Company Limited  DE (SSE) TECH 17/09/2004 

DCON Products Public Company Limited DCON PROPCON 21/09/2004 

Workpoint Entertainment Public Company Limited WORK SERVICE 29/09/2004 

T.Krungthai Industries Public Company Limited TKT INDUS 30/09/2004 

Globlex Holding Management Public Company Limited  GBX FINCIAL 5/10/2004 

Group Lease Public Company Limited  GL FINCIAL 13/10/2004 

SNC Former Public Company Limited  SNC TECH 21/10/2004 

Thai Oil Public Company Limited  TOP RESOURC 26/10/2004 

Syrus Securities Public Company Limited  SYRUS FINCIAL 27/10/2004 

Pongsaap Public Company Limited  PSAP SERVICE 5/11/2004 

Pacific Pipe Public Company Limited  PAP PROPCON 8/11/2004 

Bangkok Chain Hospital Public Company Limited  KH SERVICE 10/11/2004 

MCOT Public Company Limited MCOT SERVICE 17/11/2004 

Bliss-Tel Public Company Limited  BLISS TECH 13/12/2004 

Thainox Stainless Public Company Limited TNX (INOX) PROPCON 14/12/2004 

Polyplex (Thailand) Public Company Limited PTL INDUS 15/12/2004 

United Paper Public Company Limited  UTP INDUS 16/12/2004 

Yarnpund Public Company Limited  YNP INDUS 13/01/2005 

Somboon Advance Technology Public Company Limited  SAT INDUS 31/01/2005 

Bangsaphan  Barmill Public Company Limited  BSBM PROPCON 1/02/2005 

Single Point Parts (Thailand) Public Company Limited  SPPT TECH 17/02/2005 

Thai Metal Trade Public Company Limited  TMT PROPCON 18/02/2005 

Bualuang Securities Public Company Limited BLS FINCIAL 28/02/2005 

Khon Kaen Sugar Industry Public Company Limited KSL AGRO 7/03/2005 
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Company Symbol Industry Listed date 

Siam Inter Multimedia Public Company Limited SMM SERVICE 22/03/2005 

Solartron Public Company Limited  SOLAR RESOURC 30/03/2005 

Superblock Public Company Limited  SUPER PROPCON 19/04/2005 

Glow Energy Public Company Limited  GLOW RESOURC 21/04/2005 

Phatra Securities Public Company Limited  PHATRA FINCIAL 31/05/2005 

Sahamit Machinery Public Company Limited  SMIT INDUS 18/05/2005 

Thai Steel Cable Public Company Limited  TSC INDUS 23/06/2005 

Permsin Steel Works Public Company Limited  PERM PROPCON 14/07/2005 

M.C.S. Steel Public Company Limited  MCS PROPCON 15/07/2005 

Indorama Polymers Public Company Limited  IRP INDUS 2/08/2005 

Asia Sermkij Leasing Public Company Limited  ASK FINCIAL 25/08/2005 

Metrostar Property Public Company Limited  METRO PROPCON 26/10/2005 

Eason Paint Public Company Limited  EASON INDUS 27/10/2005 

Prinsiri Public Company Limited  PRIN PROPCON 7/11/2005 

California Wow Xperience Public Company Limited  CAWOW SERVICE 8/11/2005 

TWZ Corporation Public Company Limited  TWZ TECH 18/11/2005 

UOB Kay Hian Securities (Thailand) Public Company Limited  UOBKH FINCIAL 22/11/2005 

Diamond Roofing Tiles Public Company Limited  DRT PROPCON 29/11/2005 

Krungthai Car Rent and Leasing Public Company Limited  KCAR FINCIAL 1/12/2005 

Pre-Built Public Company Limited  PREB PROPCON 2/12/2005 

Global Connections Public Company Limited  GC INDUS 6/12/2005 

Preuksa Real Estate Public Company Limited PS PROPCON 6/12/2005 

Thai Unique Coil Center Public Company Limited  TUCC PROPCON 8/12/2005 

Mida-Medalist Entertainment Public Company Limited  MME SERVICE 8/12/2005 

Ascon Construction Public Company Limited  ASCON PROPCON 21/12/2005 

CSP Steel Center Public Company Limited  CSP PROPCON 22/12/2005 

Interhides Public Company Limited  IHL INDUS 22/12/2005 

G Steel Public Company Limited  GSTEEL PROPCON 25/01/2006 

City Steel Public Company Limited  CITY PROPCON 23/02/2006 

Thai Optical Group Public Company Limited  TOG CONSUMP 16/05/2006 

S.E.C. Auto Sales and Services Public Company Limited  SECC INDUS 18/05/2006 
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Company Symbol Industry Listed date 

Ekarat Engineering Public Company Limited  AKR RESOURC 7/08/2006 

DSG International (Thailand) Public Company Limited  DSGT CONSUMP 9/08/2006 

Rich Asia Steel Public Company Limited  RICH PROPCON 31/08/2006 

Forth Corporation Public Company Limited  FORTH TECH 8/09/2006 

Jasmine Telecom Systems Public Company Limited  JTS TECH 18/09/2006 

Bangkok Metro Public Company Limited  BMCL SERVICE 21/092006 

BFIT Securities Public Company Limited  BSEC FINCIAL 22/11/2006 

Unique Engineering and Construction Public Company Limited  UNIQ PROPCON 30/03/2007 

Rasa Property Development Public Company Limited  RASA PROPCON 12/04/2007 

Total Access Communication Public Company Limited  DTAC TECH 22/06/2007 

Thai Yuan Metal Public Company Limited TYM PROPCON 9/08/2007 

Better World Green Public Company Limited  BWG SERVICE 14/11/2007 

Major Development Public Company Limited  MJD PROPCON 27/11/2007 
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Appendix 3: List of 53 sample IPOs in pricing study, mai 

Company Symbol Listed date 

The Brooker Group Public Company Limited BROOK 17/09/2001 

Team Precision Public Company Limited TEAM 8/11/2001 

Chuo Senko (Thailand) Public Company Limited CHUO 31/01/2002 

Traffic Corner Holding Public Company Limited TRAF (MPIC) 5/06/2002 

Daidomon Group Public Company Limited DAIDO 30/07/2002 

Shun Thai Rubber Glove Industry Public Company Limited STHAI 01/082002 

Yuasa Battery (Thailand) Public Company Limited YUASA 09/082002 

Siam Future Development Public Company Limited SF 17/12/2002 

Matching Studio Public Company Limited MATCH 11/03/2003 

International Research Corporation Public Company Limited IRCP 31/07/2003 

Master AD Public Company Limited MACO 29/09/2003 

Thai Mitsuwa Public Company limited TMW 9/10/2003 

RK  Media Holding Public Company Limited  RK (ADAM) 17/11/2003 

Pico Thailand Public Company Limited PICO 20/04/2004 

Business Online Public Company Limited BOL 21/04/2004 

L.V. Technology Public Company Limited LVT 14/07/2004 

Unique Mining Services Public Company Limited UMS 16/07/2004 

Interlink Communication Public Company Limited ICT (ILINK) 20/08/2004 

Lighting & Equipment Public Company Limited L&E 24/08/2004 

Dhanamitr Factoring Public Company Limited DM 25/08/2004 

CM Organizer Public Company Limited CMO 16/09/2004 

Focus Engineering And Construction Public Company Limited FOCUS 5/10/2004 

Solution Corner (1998) Public Company Limited SLC 8/10/2004 

Sherwood Chemicals Public Company Limited SWC 18/10/2004 

Porn Prom Metal Public Company Limited PPM 11/11/2004 

Tapaco Public Company Limited TAPAC 2/12/2004 

Goldfine Manufacturers Public Company Limited GFM 7/12/2004 

C.I.Group Public Company Limited CIG 27/01/2005 

CPR Gomu Industrial Public Company Limited CPR 17/03/2005 

Salee Industry Public Company Limited SALEE 28/04/2005 

Evolution Capital Public Company Limited S2Y (E) 4/05/2005 

Star Sanitaryware Public Company Limited STAR 15/09/2005 

Unimit Engineering Public Company Limited UEC 25/11/2005 

Thai Plaspac Public Company Limited TPAC 7/12/2005 

124 Communications Public Company Limited PR124 8/12/2005 

Thai Ha Public Company Limited KASET 9/12/2005 

ACAP Advisory Public Company Limited ACAP 14/11/2005 

Thai Nakarin Hospital Public Company Limited TNH 16/12/2005 

Steel Intertech Public Company Limited STEEL 20/12/2005 

TRC Construction Public Company Limited TRC 22/12/2005 

Pylon Public Company Limited PYLON 23/12/2005 

Tirathai Public Company Limited TRT 10/05/2006 

Thai Industrial & Engineering Service Public Company Limited TIES 28/09/2006 

Union Petrochemical Public Company Limited UKEM 27/11/2006 

Baan Rock Garden Public Company Limited BROCK 28/11/2006 

Eternity Grand Logistics Public Company Limited ETG 29/11/2006 

Demco Public Company Limited DEMCO 14/12/2006 

Multibax Public Company Limited MBAX 29/01/2007 

UBIS (ASIA) Public Company Limited UBIS 9/05/2007 

Thai Nondestructive Testing Public Company Limited TNDT 28/09/2007 

Mill Con Steel Industries Public Company Limited MILL 6/11/2007 

Body Glove (Thailand) Public Company Limited BGT 11/12/2007 

Simat Technologies Public Company Limited SIMAT 12/12/2007 
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Appendix 4: List of 142 sample IPOs in performance study, SET 

Company Symbol Industry Listed date 

Diana Department Store Public Company Limited  DIANA (D1) SERVICE 7/05/1997 

Furukawa Metal (Thailand) Public Company Limited FMT INDUS 6/02/1997 

Noble Development Public Company Limited NOBLE INDUS 12/06/1997 

Amata Nakorn Industrial Estate Public Company Limited  BIP2 (AMATA) PROP 14/07/1997 

Eastern Water Resources Development and Management Public Company Limited  EASTW RESOURC 28/07/1997 

The Siam Pan Group Public Company Limited  SPG INDUS 1/09/1998 

General Environmental Conservation Public Company Limited  GENCO SERVICE 28/09/2000 

Ratchaburi Electricity Generating Holding Public Company Limited  RATCH RESOURC 2/11/2000 

Cal-Comp Electronics (Thailand) Public Company Limited  CCET TECH 3/01/2001 

United Securities Public Company Limited  US FIN 8/08/2001 

Home Product Center Public Company Limited HMPRO SERVICE 30/10/2001 

Internet Thailand Public Company Limited  INET TECH 14/11/2001 

PTT Public Company Limited  PTT RESOURC 6/12/2001 

Aeon Thana Sinsap (Thailand) Public Company Limited AEONTS FIN 11/12/2001 

Nava Leasing Public Company Limited  NVL FIN 25/12/2001 

ITV Public Company Limited ITV SERVICE 13/03/2002 

M-Link Asia Corp Public Company Limited MLINK TECH 3/04/2002 

Bangkok Aviation Fuel Services Public Company Limited BAFS RESOURC 4/04/2002 

Major Cineplex Group Public Company Limited MAJOR SERVICE 23/05/2002 

TICON Industrial Connection Public Company Limited TICON PROP 13/06/2002 

Sicco Securities Public Company Limited SSEC FIN 17/09/2002 

Finansa Public Company Limited ASSET FIN 18/09/2002 

AAPICO Hitech Public Company Limited  FNS FIN 25/09/2002 

Krungthai Card Public Company Limited AH INDUS 17/10/2002 

Krungthai Card Public Company Limited  KTC FIN 28/10/2002 

GMM Media Public Company Limited GMMM SERVICE 22/11/2002 

Lalin Property Public Company Limited LALIN PROP 28/11/2002 

Power Line Engineering Public Company Limited PLE PROP 12/12/2002 

Charn Issara Development Public Company Limited CI PROP 16/12/2002 

Trinity Watthana Public Company Limited TNITY FIN 18/12/2002 

Ratchthani Leasing Public Company Limited THANI FIN 19/12/2002 

President Bakery Public Company Limited PB AGRO 25/12/2002 

RS Public Company Limited  RS SERVICE 22/05/2003 

IT City Public Company Limited  IT TECH 2/06/2003 

EGV Entertainment Public Company Limited  EGV SERVICE 26/06/2003 

Bangpakong Terminal Public Company Limited  BTC SERVICE 10/07/2003 

Mida Assets Public Company Limited  MIDA TECH 17/07/2003 

Advanced Information Technology Public Company Limited  AIT TECH 30/07/2003 

Thaitikorn Public Company Limited  TK FINCIAL 2/10/2003 

MFEC Public Company Limited  MFEC TECH 8/10/2003 

C.P. Seven Eleven Public Company Limited  CP7-11 (CPALL) SERVICE 14/10/2003 

Thai Olefins Public Company Limited  TOC INDUS 6/11/2003 

SC Asset Corporation Public Company Limited SC PROPCON 13/11/2003 

T.K.S. Technologies Public Company Limited  TKS TECH 18/11/2003 

Rayong Purifier Public Company Limited  RPC RESOURC 24/11/2003 

Univanich Palm Oil Public Company Limited UVAN AGRO 25/11/2003 

Kim Eng Securities (Thailand) Public Company Limited KEST FINCIAL 3/12/2003 

Samart I-Mobile Public Company Limited  SIM TECH 9/12/2003 

Tycoons Worldwide Group (Thailand) Public Company Limited  TYCN PROPCON 11/12/2003 

Hwa Fong Rubber (Thailand) Public Company Limited  HFT INDUS 15/12/2003 

Chonburi Concrete Product Public Company Limited  CCP PROPCON 16/12/2003 

Singha Paratech Public Company Limited  SINGHA PROPCON 19/12/2003 

Electronics Industry Public Company Limited  EIC TECH 22/12/2003 
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Company Symbol Industry Listed date 

Quality Construction Products Public Company Limited  Q-CON PROPCON 6/01/2004 

Sahacogen (Chonburi) Public Company Limited  SCG RESOURC 7/01/2004 

Grande Asset Development Public Company Limited GRAND SERVICE 10/02/2004 

Airports of Thailand Public Company Limited   AOT SERVICE 11/03/2004 

Eastern Commercial Leasing Public Company Limited  ECL FINCIAL 22/03/2004 

N. C. Housing Public Company Limited  NCH PROPCON 29/03/2004 

S. Pack & Print Public Company Limited SPACK INDUS 30/03/2004 

Areeya Property Public Company Limited AREEYA (A) PROPCON 1/04/2004 

CS Loxinfo Public Company Limited  CSL TECH 8/04/2004 

Navanakorn Public Company Limited  NNCL PROPCON 18/05/2004 

SIS Distribution (Thailand) Public Company Limited  SIS TECH 21/06/2004 

Professional Waste Technology (1999) Public Company Limited PRO SERVICE 23/07/2004 

Asia Metal Public Company Limited  AMC PROPCON 13/08/2004 

Mida Leasing Public Company Limited ML FINCIAL 19/08/2004 

Oishi Group Public Company Limited OISHI AGRO 25/08/2004 

K-Tech Construction Public Company Limited  KTECH PROPCON 1/09/2004 

Seafco Public Company Limited  SEAFCO PROPCON 3/09/2004 

Asian Insulators Public Company Limited  AI RESOURC 9/09/2004 

Samchai Steel Industries Public Company Limited  SAM PROPCON 15/09/2004 

DE Capital Public Company Limited  DE (SSE) TECH 17/09/2004 

DCON Products Public Company Limited DCON PROPCON 21/09/2004 

Workpoint Entertainment Public Company Limited WORK SERVICE 29/09/2004 

T.Krungthai Industries Public Company Limited TKT INDUS 30/09/2004 

Globlex Holding Management Public Company Limited  GBX FINCIAL 5/10/2004 

Group Lease Public Company Limited  GL FINCIAL 13/10/2004 

SNC Former Public Company Limited  SNC TECH 21/10/2004 

Thai Oil Public Company Limited  TOP RESOURC 26/10/2004 

Syrus Securities Public Company Limited  SYRUS FINCIAL 27/10/2004 

Pongsaap Public Company Limited  PSAP SERVICE 5/11/2004 

Pacific Pipe Public Company Limited  PAP PROPCON 8/11/2004 

Bangkok Chain Hospital Public Company Limited  KH SERVICE 10/11/2004 

MCOT Public Company Limited MCOT SERVICE 17/11/2004 

Bliss-Tel Public Company Limited  BLISS TECH 13/12/2004 

Thainox Stainless Public Company Limited TNX (INOX) PROPCON 14/12/2004 

Polyplex (Thailand) Public Company Limited PTL INDUS 15/12/2004 

United Paper Public Company Limited  UTP INDUS 16/12/2004 

Yarnpund Public Company Limited  YNP INDUS 13/01/2005 

KPN Automotive Public Company Limited  KPN (AF) INDUS 26/01/2005 

Somboon Advance Technology Public Company Limited  SAT INDUS 31/01/2005 

Bangsaphan  Barmill Public Company Limited  BSBM PROPCON 1/02/2005 

Single Point Parts (Thailand) Public Company Limited  SPPT TECH 17/02/2005 

Thai Metal Trade Public Company Limited  TMT PROPCON 18/02/2005 

Bualuang Securities Public Company Limited BLS FINCIAL 28/02/2005 

Khon Kaen Sugar Industry Public Company Limited KSL AGRO 7/03/2005 

Siam Inter Multimedia Public Company Limited SMM SERVICE 22/03/2005 

Solartron Public Company Limited  SOLAR RESOURC 30/03/2005 

Superblock Public Company Limited  SUPER PROPCON 19/04/2005 

Glow Energy Public Company Limited  GLOW RESOURC 21/04/2005 

Phatra Securities Public Company Limited  PHATRA FINCIAL 31/05/2005 

Sahamit Machinery Public Company Limited  SMIT INDUS 18/05/2005 

Thai Steel Cable Public Company Limited  TSC INDUS 23/06/2005 

Permsin Steel Works Public Company Limited  PERM PROPCON 14/07/2005 

M.C.S. Steel Public Company Limited  MCS PROPCON 15/07/2005 

Indorama Polymers Public Company Limited  IRP INDUS 2/08/2005 

Asia Sermkij Leasing Public Company Limited  ASK FINCIAL 25/08/2005 

Metrostar Property Public Company Limited  METRO PROPCON 26/10/2005 
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Company Symbol Industry Listed date 

Eason Paint Public Company Limited  EASON INDUS 27/10/2005 

Prinsiri Public Company Limited  PRIN PROPCON 7/11/2005 

California Wow Xperience Public Company Limited  CAWOW SERVICE 8/11/2005 

TWZ Corporation Public Company Limited  TWZ TECH 18/11/2005 

UOB Kay Hian Securities (Thailand) Public Company Limited  UOBKH FINCIAL 22/11/2005 

Diamond Roofing Tiles Public Company Limited  DRT PROPCON 29/11/2005 

Krungthai Car Rent and Leasing Public Company Limited  KCAR FINCIAL 1/12/2005 

Pre-Built Public Company Limited  PREB PROPCON 2/12/2005 

Global Connections Public Company Limited  GC INDUS 6/12/2005 

Preuksa Real Estate Public Company Limited PS PROPCON 6/12/2005 

Thai Unique Coil Center Public Company Limited  TUCC PROPCON 8/12/2005 

Mida-Medalist Entertainment Public Company Limited  MME SERVICE 8/12/2005 

Ascon Construction Public Company Limited  ASCON PROPCON 21/12/2005 

CSP Steel Center Public Company Limited  CSP PROPCON 22/12/2005 

Interhides Public Company Limited  IHL INDUS 22/12/2005 

G Steel Public Company Limited  GSTEEL PROPCON 25/01/2006 

City Steel Public Company Limited  CITY PROPCON 23/02/2006 

Thai Optical Group Public Company Limited  TOG CONSUMP 16/05/2006 

S.E.C. Auto Sales and Services Public Company Limited  SECC INDUS 18/05/2006 

Rayong Refinery Public Company Limited  RRC RESOURC 5/06/2006 

Ekarat Engineering Public Company Limited  AKR RESOURC 7/08/2006 

DSG International (Thailand) Public Company Limited  DSGT CONSUMP 9/08/2006 

Rich Asia Steel Public Company Limited  RICH PROPCON 31/08/2006 

Forth Corporation Public Company Limited  FORTH TECH 8/09/2006 

Jasmine Telecom Systems Public Company Limited  JTS TECH 18/09/2006 

Bangkok Metro Public Company Limited  BMCL SERVICE 21/09/2006 

BFIT Securities Public Company Limited  BSEC FINCIAL 22/11/2006 

Unique Engineering and Construction Public Company Limited  UNIQ PROPCON 30/03/2007 

Rasa Property Development Public Company Limited  RASA PROPCON 12/04/2007 

Total Access Communication Public Company Limited  DTAC TECH 22/06/2007 

Thai Yuan Metal Public Company Limited TYM PROPCON 9/08/2007 

Better World Green Public Company Limited  BWG SERVICE 14/11/2007 

Major Development Public Company Limited  MJD PROPCON 27/11/2007 
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Appendix 5: List of 55 sample IPOs in performance study, mai 

Company Symbol Listed date 

The Brooker Group Public Company Limited BROOK 17/09/2001 

Roynet Public Company Limited ROYNET 25/10/2001 

Team Precision Public Company Limited TEAM 8/11/2001 

Chuo Senko (Thailand) Public Company Limited CHUO 31/01/2002 

Traffic Corner Holding Public Company Limited TRAF (MPIC) 5/06/2002 

Daidomon Group Public Company Limited DAIDO 30/07/2002 

Shun Thai Rubber Glove Industry Public Company Limited STHAI 01/082002 

Yuasa Battery (Thailand) Public Company Limited YUASA 09/082002 

Siam Future Development Public Company Limited SF 17/12/2002 

Matching Studio Public Company Limited MATCH 11/03/2003 

International Research Corporation Public Company Limited IRCP 31/07/2003 

Master AD Public Company Limited MACO 29/09/2003 

Thai Mitsuwa Public Company limited TMW 9/10/2003 

RK  Media Holding Public Company Limited  RK (ADAM) 17/11/2003 

Pack Delta Public Company Limited PD 1/12/2003 

Pico Thailand Public Company Limited PICO 20/04/2004 

Business Online Public Company Limited BOL 21/04/2004 

L.V. Technology Public Company Limited LVT 14/07/2004 

Unique Mining Services Public Company Limited UMS 16/07/2004 

Interlink Communication Public Company Limited ICT (ILINK) 20/08/2004 

Lighting & Equipment Public Company Limited L&E 24/08/2004 

Dhanamitr Factoring Public Company Limited DM 25/08/2004 

CM Organizer Public Company Limited CMO 16/09/2004 

Focus Engineering And Construction Public Company Limited FOCUS 5/10/2004 

Solution Corner (1998) Public Company Limited SLC 8/10/2004 

Sherwood Chemicals Public Company Limited SWC 18/10/2004 

Porn Prom Metal Public Company Limited PPM 11/11/2004 

Tapaco Public Company Limited TAPAC 2/12/2004 

Goldfine Manufacturers Public Company Limited GFM 7/12/2004 

C.I.Group Public Company Limited CIG 27/01/2005 

CPR Gomu Industrial Public Company Limited CPR 17/03/2005 

Salee Industry Public Company Limited SALEE 28/04/2005 

Evolution Capital Public Company Limited S2Y (E) 4/05/2005 

Star Sanitaryware Public Company Limited STAR 15/09/2005 

Unimit Engineering Public Company Limited UEC 25/11/2005 

Thai Plaspac Public Company Limited TPAC 7/12/2005 

124 Communications Public Company Limited PR124 8/12/2005 

Thai Ha Public Company Limited KASET 9/12/2005 

ACAP Advisory Public Company Limited ACAP 14/11/2005 

Thai Nakarin Hospital Public Company Limited TNH 16/12/2005 

Steel Intertech Public Company Limited STEEL 20/12/2005 

TRC Construction Public Company Limited TRC 22/12/2005 

Pylon Public Company Limited PYLON 23/12/2005 

Tirathai Public Company Limited TRT 10/05/2006 

Thai Industrial & Engineering Service Public Company 

Limited 

TIES 28/09/2006 

Union Petrochemical Public Company Limited UKEM 27/11/2006 

Baan Rock Garden Public Company Limited BROCK 28/11/2006 

Eternity Grand Logistics Public Company Limited ETG 29/11/2006 

Demco Public Company Limited DEMCO 14/12/2006 

Multibax Public Company Limited MBAX 29/01/2007 

UBIS (ASIA) Public Company Limited UBIS 9/05/2007 

Thai Nondestructive Testing Public Company Limited TNDT 28/09/2007 

Mill Con Steel Industries Public Company Limited MILL 6/11/2007 
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Company Symbol Listed date 

Body Glove (Thailand) Public Company Limited BGT 11/12/2007 

Simat Technologies Public Company Limited SIMAT 12/12/2007 
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Appendix 6: Summary of SET listing criteria, 2001-2007 

 

Criteria 2001 2002 2003 2004 2005 2006 2007 

Years of operation ≥ 3 ≥ 3 ≥ 2 ≥ 2 ≥ 3 ≥ 3 ≥ 3 

Paid-up capital, 

millions of baht 
≥ 200 ≥ 200 ≥ 200 ≥ 200 ≥ 300 ≥ 300 ≥ 300 

Shareholder’s 

equity, millions of 

baht 

≥ 200 ≥ 200 ≥ 200 ≥ 200 ≥ 300 ≥ 300 ≥ 300 

Net profit, millions 

of baht 

≥30 or sales 

≥2,000 or 

market 

capitalisation 

≥1,500 

≥30 or sales 

≥2,000 or 

market 

capitalisation 

≥1,500 

>0 >0 

≥30 or ≥50 

combined 

past 2–3 years 

≥30 or ≥50 

combined 

past 2–3 years 

≥30 or ≥50 

combined 

past 2–3 years 
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Appendix 7: SET regulations adopted for sample selection by year 

 

Year SET regulations  

2001 (1), (2), (3) and (4) based on Bor. Jor./Ror. 01-00: Listing of Ordinary Shares or Preferred Shares as 

Listed Securities, 2001 announced on 22 January 2001. 

2002 (1), (2), (3) and (4) based on Bor. Jor./Ror. 01-00: Listing of Ordinary Shares or Preferred Shares as 

Listed Securities, 2001 announced on 22 January 2001 and Listing of Ordinary Shares or Preferred 

Shares as Listed Securities (2nd Amendment), 2001 announced on 23 November 2001. 

2003 
(1) and (4) based on Listing of Ordinary Shares or Preferred Shares as Listed Securities (5th 

Amendment), 2003. 

(2) and (3) based on Bor. Jor./Ror. 01-00: Listing of Ordinary Shares or Preferred Shares as Listed 

Securities, 2001 announced on 22 January 2001.and Listing of Ordinary Shares or Preferred Shares as 

Listed Securities (2nd Amendment), 2001 announced on 23 November 2001. 

2004 
(1) and (4) based on Listing of Ordinary Shares or Preferred Shares as Listed Securities (5th 

Amendment), 2003 announced on 24 March 2003. 

(2) and (3) based on Bor. Jor./Ror. 01-00: Listing of Ordinary Shares or Preferred Shares as Listed 

Securities, 2001 announced on 22 January 2001.and Listing of Ordinary Shares or Preferred Shares as 

Listed Securities (2nd Amendment), 2001 announced on 23 November 2001. 

2005 
(1), (2), (3) and (4) based on Bor. Jor./Ror. 01-00: Listing of Ordinary Shares or Preferred Shares as 

Listed Securities, 2001 announced on 22 January 2001 and Listing of Ordinary Shares or Preferred 

Shares as Listed Securities (7th Amendment), 2004 announced on 29 November 2004. 

2006 
(1), (2), (3) and (4) based on Bor. Jor./Ror. 01-00: Listing of Ordinary Shares or Preferred Shares as 

Listed Securities, 2001 announced on 22 January 2001 and Listing of Ordinary Shares or Preferred 

Shares as Listed Securities (7th Amendment), 2004 announced on 29 November 2004. 

2007 
(1), (2), (3) and (4) based on Bor. Jor./Ror. 01-00: Listing of Ordinary Shares or Preferred Shares as 

Listed Securities, 2001 announced on 22 January 2001 and Listing of Ordinary Shares or Preferred 

Shares as Listed Securities (7th Amendment), 2004 announced on 29 November 2004. 

Notes: 1. (1) Years of operation, (2) paid-up capital, (3) shareholders’ equity and (4) net profit. 2. The selection 

process involved examining the annual financial statements of 5,118 registered ‘company limited’ firms for the 7-

year period, and applying SEC-mandated criteria to each company to select firms eligible for an IPO in each year to 

create the database. 3. During the year 2003, the listing requirements changed twice which is the one effective on 1 

April 2003. Therefore regarding to the same yearly standard, the listing requirement from1 January-31 March 2003 

based on the effective 1 April 2003. 4. During the year 2004, the listing requirement changed the paid up capital 

increased to 300 effective on 4 November 2004 (Amended November 29, 2009), but still want the same yearly 

standard so the listing requirement from 4 November 2004-31 December 2004 based on the standard which effective 

on 1 April 2003. 5. According to the difficulty of data available for date of company establishment to evaluate the age 

of firm, so that the registered date is equivalent to estimate the age of firm. 6. Paid up capital selected equivalent to 

registered capital at the DBD. 
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