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Abstract

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

Specifically, added stocks have a positive

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

return.

Keywords : Price Effect, Volume Effect, Addition, Deletion, SET50 Index
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