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Abstract 

The purpose of this paper is to examine insider trading behavior reaction to news announcement by using 
firms listed on the Stock Exchange of Thailand during 2000 to 2008. By employing event-study approach, the results 
show that the informational contents are significant to insider buying but not to insider selling. In other words, only 
insider buying can generate abnormal returns. Regarding to determinants of insider trading profits, insider position 
and investor type do not provide the different impact on prices. Large shareholders who delay their report 
transactions tend to get more abnormal returns. Generally, insider selling is not informative but it is very informative 
when we consider the news. Trading before good news announcement shows significant abnormal return for both 
selling and buying, in particular, insider buying followed by good news greatly impact on prices 
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Chapter 1 Introduction 

 

Background 

The topic of insider trading has attracted tremendous attention from various market 

participants such as academic researchers, policy-makers and investors. It is due to most 

insiders would have ability to time the market. They usually trade their own securities in 

favorable time and earn abnormal returns. Moreover, insiders who possess non-public 

information about their firms may be motivated to take advantage of it through trading stocks, 

but such action is illegal. 

Previous studies have documented that insiders are able to outperform the market. 

In other words, they can gain abnormal returns through trading stocks of their own firms (e.g. 

Jaffe, 1974; Seyhun, 1986; and Lakonishok and Lee, 2001). Empirical research has also 

reported significant abnormal returns from insider trading performance in many countries. 

Fidrmuc et al. (2006) examined the market’s reaction to U.K. insider transactions and found 

significant abnormal returns from directors’ purchases and sales. Similar result in Germany, 

Betzer and Theissen (2009) found that insider trades are significantly correlated with abnormal 

returns. Corporate insiders in Hong Kong are able to gain abnormal profits from both buying 

and selling activities (Cheuk et al., 2005). 

We choose to examine insider trading in Thailand because most studies about 

insider trading are based in the U.S. market and these results may not be robust in Asian or 

emerging markets. Most emerging markets have low level of efficiency and transparency. In a 

study by Lemmon and Lins (2003), the lack of corporate governance, strong regulations and a 

high degree of separation between control rights and cash-flow ownership in East Asian 

countries, stimulated controlling insiders to expropriate shareholders. Moreover, public 

companies in Thailand have particular characteristics and ownership structures which are 
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strong family-controlled structures. These allow corporate insiders, who have a strong 

relationship with the family, tend to exercise their controls over the companies. As a result, 

managerial agency problems may arise. 

To provide fairness and transparency to all investors, the Securities and Exchange 

Commission (SEC) issues regulations which enforce firms to disclose all related and necessary 

information to the public. The disclosure must include announcements of significant information 

which may impact price and trading activity. In Thailand, despite SEC’s regulations and 

prohibitions on trading with private information, there is evidence which exhibits abnormal 

changes in stock prices during the firm’s news announcement. For example the case of 

THCOM (Thaicom Pcl.), when Thailand’s government announced plans to buy stocks back from 

Singapore’s state-owned investment company, THCOM was increasing 12 percent before one 

month of the news announcement and one month later of the news it was decreasing 20 

percent. On the day of news disclosure, THCOM increased by 30 percent and exceeded a 30-

percent-thresholds circuit breaker while the benchmark of the Security and Exchange of 

Thailand (SET) Index increased only 1.5 percent (www.businessweek.com, June 14, 2010). As 

illustrated in the above example, insiders who first know this information are likely to act on and 

benefit from non-public information. 

 

Research Objectives 

1. To investigate insiders’ trading activities and market reaction in Thai listed firms. 

2. To identify determinants of abnormal returns for insiders trading in Thai listed 

firms (List of determinants: position, investor type and interval). 

3. To examine the relationship between insiders’ trading activities and subsequent 

corporate news announcement in Thai listed firms. 

 

 

http://www.businessweek.com/
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Expected Outcomes 

H1a: The relation of cumulative average abnormal return (CAAR) to the insiders’ 

buying is positive.  

H1b: The relation of cumulative average abnormal return (CAAR) to the insiders’ 

selling is negative. 

H2a: The abnormal returns are associated with the position of insider. The abnormal 

return gained by top executive position (CEO, CFO, COO, CAO, Chairman, Chairman of the 

board and President) is more than the abnormal return gained by non-top executive position. 

H2b: The abnormal returns are associated the investor type of insider. The 

abnormal return gained by individual investor is more than the abnormal return gained by 

institutional investor.  

H2c: The abnormal returns are associated the interval (the period from the time of 

trading to the time of reporting). The abnormal return gained by delayed interval is more than 

the abnormal return gained by in-time interval.  

H3a: The abnormal returns are associated with the first subsequent news. Insiders’ 

buying and selling shares before news announcement gain large abnormal returns.  

H3b: The abnormal returns are associated with the news contents. Insiders’ buying 

(selling) shares before good (bad) news announcement gain large abnormal returns.  
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Chapter 2 Literature Review 

 

Definition of Insider Trading 

Insider: There are two groups of insiders for this study as follows. 

1. Corporate insider: A person or an entity holds securities of a company as well 

as a management position such as director, manager and auditor. The definition 

also includes their spouse, minor child and nominees of such persons. Such 

type of investor may have access to non-public information about the company. 

2. Large shareholder: A person or an entity whose proportion of shares holding 

exceeds five percent of total outstanding shares. Such type of investor may 

have influence over management decision. 

Inside information: Material information about company’s activities that may impact 

its stock price or may influence over investors’ decision. Inside information is usually held by 

management position in a company may or may not be disclosed to the public. The information 

intends to use internally and not for any personal use. 

Insider trading: A trading of a company’s stock by shareholders who may have 

access to non-public information about the company. It can be either legal or illegal conduct 

depending on the purpose and the time that insider makes the trade.  

The legal conduct is the one that is done without any uses of non-public 

information. The SEC requires all insiders to report every transaction. In contrast, the illegal 

conduct is the one that is done based on non-public information. Such action violates duty of 

trust. The illegal conduct definition also includes tipping others to act on such information.  
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Efficient Market Hypothesis (EMH)  

Market efficiency by Fama (1970) is one of the most important hypotheses in the 

field of finance. The efficient market theory asserts the level of information efficient. Meaning 

that all information is fully reflected in security prices, as a result, no one gain excess return 

over the market. There are three levels of the EMH; weak form, semi-strong form and strong 

form. 

1. Weak form efficient market: Stock prices already reflect all past information such 

as historical share prices and trading volume. The technical analysis is useless 

because all past publicly information is already reflected in stock price and the 

future price movements follow random walk process. Meaning that a price path 

has no patterns and a future price is unpredictable.  

2. Semi-strong form efficient market: In additional to weak form efficient market, 

share prices adjust to public new information immediately. The information that 

is related to the prospects of a firm as well as recognized by fundamental 

analysis practices such as announcements of financial statement, annual 

earnings, stock splits, etc. The fundamental analysis is useless since no excess 

returns can be earned by trading on such information. 

3. Strong form efficient market: In additional to weak form and semi-strong form 

efficient market, securities prices absorb absolute information even inside 

information, i.e. no one can earn abnormal returns through the use of inside 

information. The direct test of strong form EMH is to determine whether insiders 

can outperform the market. 

 

Insider Trading Activities 

To test superior information during a period of insider trading, Jaffe (1974), Seyhun 

(1986), Rozeff and Zaman (1988) and Lin and Howe (1990) assert that insider trades are 
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profitable. There are significant abnormal returns to insider ranging from 6 to 12 months after 

the transaction. More recent researches report a similar result. Insiders gain more than average 

profits from their transactions (Lakonishok and Lee, 2001; Fidrmuc et al., 2006; and Betzer and 

Theissen, 2009). These imply that insider trading contains information.  

 

Determinants of Insider Trading Profits 

Because of the existence of insider trading profits, many empirical researches have 

examined what factors are involved in benefits. The measurement is the profitability of insider 

to variables. 

1. Position: According to the information hierarchy hypothesis, the information 

content of the transaction depends on the type of insider who trades. Seyhun 

(1986) suggests that directors who are familiar with day-to-day operations of the 

company, trade on more valuable information. Lin and Howe (1990) also confirm 

this hypothesis that the trading of insiders who are closer to the firms, are more 

profitable than insiders who are farther from the firms. In contrast, Fidrmuc et al. 

(2006) find that the information content of CEOs’ trade is lower than other 

insiders’ trade. Since the market may follow closely to CEO transactions, CEOs 

trade more carefully and less informative. In a study by Betzer and Theissen 

(2009), they address that the position of the insider in the firm has no effect on 

insider profits.  

2. Investor type: Insiders could be either individual or institutional investors. Both of 

them have different trading behaviors. Kaniel et al. (2008) found that individuals’ 

buying often occurs after the declining stock prices in the previous month and 

selling after the increasing prices. Conversely, institutional investors tend to 

follow passive trading strategies. Boehmer and Kelly (2009) address that a 
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passive trading strategy causes prices to be more efficient whereas Goergen 

and Rennebog (1999) argue that it increases the significant power of directors.    

3. Interval: The SEC of Thailand commands insiders to report their transactions 

within one day or three days after the trading day. This interval is much shorter 

than the SEC’s regulations in the U.S. which have a legal maximum window up 

to 41 days. However, the information may be leaked during the time interval and 

has significant impact on stock prices. Insiders sometimes delay their 

transaction report in order to slow down the impact. Carter et al. (2003) find that 

information leakage has a positive correlation with the length of interval between 

insider buying activity and the SEC announcement. CEO is a group of insider 

who has a greater impact on stock prices related to the reporting interval. 

Additionally, Cheng et al. (2007) confirm that the late disclosure of insider sales 

is informative. 

 

News Announcements  

Many previous researches have studied insider trading towards certain public 

events. Keown and Pinkerton (1981) find that there is information leakage which is measured 

by excess returns before merger and acquisition announcements. Penman (1982) and Ke et al. 

(2003) report that insiders usually buy (sell) more shares prior to good (bad) earnings 

announcements. Also, insider trading and dividend announcements can be viewed as a joint 

signal (John and Lang, 1991). Dividend increases accompanied by intense insider buying signal 

good news and cause positive excess returns. The reverse is also true. 

For combined news announcements, Elliot et al. (1984) and Givoly and Palmon 

(1985) find that there is no significant relationship between timing of insider trading and those 

subsequent announcements. However, in a study by Noe (1999) and Cheng and Lo (2006), 

insider transactions can gain benefits from voluntary disclosures. 
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Chapter 3 Data and Methodology 

 

Data Source 

The source of insider trading information is the Securities and Exchange 

Commission’s (SEC) Form 59-21 and Form 246-22. Both reports contain all transactions by 

insiders after 1992 regarding disclosure under Section 59 and Section 246 of the Securities and 

Exchange Act B.E. 2535. The reports are daily provided through the SEC’s website and kept in 

PDF files at the SEC’s office. The study period covers from January 2000 to December 2008.  

The data consists of company’s name, reporter’s name, position, transaction date 

and reporting date, security types, transaction methods, average price, number or percentage 

of shares traded and number or percentage of shares before/after traded. We investigate 

separately buying and selling activities of common shares listed on the Stock Exchange of 

Thailand (SET). Only complete and valid transactions are selected in our sample. The final 

sample has 29,752 transactions from 490 firms. There are three groups of insiders -- 1) All 

types of insider 2) Corporate insider 3) Large shareholder.  

Table 1 shows the breakdown of insider trading sample by year. The number of 

firms which has insider trading has been increasing every year. Also, the total number of 

transactions tends to increase. Table 2 shows the breakdown of insider trading sample by firm 

size. Total mean of market value of equity for insider trading is 26,707 million baht. The largest 

proportion of transaction is concentrated on small-sized firm.  

                                                 
1 According to Securities and Exchange Act B.E. 2535 Section 59, insiders (corporate insiders) are any director or person who 
holds management position in company including their spouse, minor child and nominee. When these persons change in 
securities holdings, they must report their trading in Form 59-2 to the SEC within three business days after the transaction date. 
2
 Based on Section 246 of Securities and Exchange Act B.E. 2535, insiders (large shareholders) include any beneficial owners 

of more than five percent of the firm’s equity securities. If their shareholdings reach any multiple of five percent, they must 
submit Form 246-2 to the SEC within the next business day following the transaction date. 
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Table 1: Distribution of insider transaction sample grouped by year 
    2000 2001 2002 2003 2004 2005 2006 2007 2008 All firms 

Number of firms 
               

65  
             

131  
             

172  
             

239  
             

226  
             

245  
             

272  
             

280  
             

323  
                

490  
Number of transactions 

          

 
Buy 

             
940  

          
1,007  

          
1,153  

          
1,242  

          
1,737  

          
1,970  

          
1,547  

          
1,848  

          
3,422  

           
14,866  

 
Sell 

             
516  

             
890  

          
1,385  

          
2,387  

          
1,412  

          
2,026  

          
2,434  

          
2,314  

          
1,522  

           
14,886  

 
All 

          
1,456  

          
1,897  

          
2,538  

          
3,629  

          
3,149  

          
3,996  

          
3,981  

          
4,162  

          
4,944  

           
29,752  

Average number of 
transactions per firm 

          

 
Buy 

               
14  

                 
8  

                 
7  

                 
5  

                 
8  

                 
8  

                 
6  

                 
7  

               
11  

                  
30  

 
Sell 

                 
8  

                 
7  

                 
8  

               
10  

                 
6  

                 
8  

                 
9  

                 
8  

                 
5  

                  
30  

 
All 

               
22  

               
15  

               
15  

               
15  

               
14  

               
16  

               
15  

               
15  

               
16  

                  
60  

Total number of shares 
traded  (million shares) 

          

 
Buy 

               
50  

             
114  

          
3,323  

          
2,145  

          
2,139  

          
4,229  

          
5,755  

        
16,439  

        
29,255  

           
63,449  

 
Sell 

               
37  

             
119  

             
985  

          
8,187  

        
10,064  

          
8,684  

        
17,760  

        
19,680  

        
30,680  

           
96,196  

 
All 

               
87  

             
233  

          
4,308  

        
10,332  

        
12,203  

        
12,913  

        
23,514  

        
36,119  

        
59,934  

         
159,644  

Total value of shares 
traded (million baht) 

          

 
Buy 

          
3,004  

          
1,900  

        
20,400  

        
55,043  

        
26,593  

        
47,480  

      
141,297  

      
150,856  

        
63,113  

         
509,687  

 
Sell 

          
1,606  

          
2,464  

        
20,241  

      
161,743  

      
101,655  

      
122,564  

      
353,718  

      
206,110  

      
133,835  

      
1,103,936  

  
All 
 

          
4,610 

  

          
4,363  

 

        
40,641 

  

      
216,785 

  

      
128,248 

  

      
170,045 

  

      
495,016  

 

      
356,966 

  

      
196,948  

 

      
1,613,623  

 

 

Table 2: Distribution of insider transaction sample grouped by firm size 

    
Small 

< 2,500 MB 
Middle 

2,500 - 10,000 MB 
Large 

> 10,000 MB 
All 

firms 
 
Mean of market value of equity (million baht) 1,103 5,286 81,186 26,707 
Number of firms 357 214 104 490 
Number of transactions 

    
 

Buy 7,175 3,788 3,903 14,866 

 
Sell 5,133 4,581 5,172 14,886 

 
All 12,308 8,369 9,075 29,752 

Average number of transactions per firm 
    

 
Buy 20 18 38 30 

 
Sell 14 21 50 30 

 
All 34 39 88 60 

Total number of shares traded (million shares) 
    

 
Buy 9,889 16,630 36,930 63,449 

 
Sell 21,614 22,770 51,811 96,196 

 
All 31,503 39,401 88,741 159,644 

Total value of shares traded (million baht) 
    

 
Buy 35,507 58,538 415,642 509,687 

 
Sell 73,962 103,500 926,474 1,103,936 

 
 

All 
 

109,469 
 

162,038 
 

1,342,115 
 

1,613,623 
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News Classification 

In general, previous studies focus on insider trading around the firm-specific event 

such as dividend initiation, stock splits, earnings forecast and securities offerings. This study 

uses all significant events of companies where are reported in SETSMART’s database. We 

assume that these kinds of news are all important and will impact on share prices. We employ 

the broad classification of news into good or bad according to the market’s reaction to the news 

(Koppel and Shtrimberg, 2004). A type of news is labeled as subsequent price change and the 

accuracy of this approach is about 70 percent. 

The approach of news classification3 is to find positive/negative impact on stock 

price. We first match each news announcement with the stock price. We find different value 

between the opening price on the day after the publish news and the closing price on the day 

before the news. This period is reliable because it is long enough to reflect market reaction to 

the news regardless of the particular hour of news publication, but short enough to minimize the 

chances of other market or company events that might reflect to this news announcement. We 

define good news if the price change of stock is positive and bad news if the price change of 

stock is negative. We expect neutral news to produce no price change reaction.  

To examine the relationship of insider trading activities and subsequent corporate 

news, we consider only the first news publication following insider transactions (Givoly and 

Palmon, 1985). There are combinations of insider transaction (buy or sell transaction) coupled 

with one of the news categories (good, bad, neutral or no news). If the news motivates insiders 

to trade, insiders would trade in such a way that benefits their position. Therefore, we expect a 

positive correlation between the trade direction and the content of the first news.  

The total number of company news in the sample is 490 observed during the period 

from January 2000 to December 2008. Table 3 shows the distribution of corporate news 

announcement by year. The number of news is likely to increase every year. There are 53,486 

                                                 
3 We also check the robustness of news classification by finding the different value between the opening price on the day after 
news disclosures and the average closing price 30-day before the news. More than 70 percent provides a similar result.  
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amounts for all types of news and most of them are good news. However, the number of bad 

news is close to good news. The average number of news per firm throughout the study is 27.  

 

Table 3: Distribution of frequency corporate news announcement by year 

  2000 2001 2002 2003 2004 2005 2006 2007 2008 
All 

firms 

Number of firms with 
insider trading 

           
65  

         
131  

         
172  

         
239  

         
226  245 272 280 

         
323  490 

          
Number of news 

          
  Good 

         
119  

      
1,757  

      
2,412  

      
3,059  

      
2,966  3,054 3,223 3,274 

      
3,122  22,986 

  Bad 
         

138  
      

1,448  
      

1,881  
      

2,380  
      

3,091  3,053 3,035 3,001 
      

3,020  21,047 

  Neutral 
         

793  
         

814  
         

649  
         

788  
         

989  1,378 1,236 1,457 
      

1,349  9,453 

  All news 
      

1,050  
      

4,019  
      

4,942  
      

6,227  
      

7,046  7,485 7,494 7,732 
      

7,491  53,486 

Average number of news 
per firm with insider trading 
 

16 31 29 26 31 31 28 28 23 109 

                    
 

Event Study Methodology 

To assess the impact on share prices of insider trades, we use an event study 

methodology. The common measurement is to calculate abnormal returns which defined as the 

difference between the actual return and the benchmark return.  

We compute daily returns4 for each security by taking the different market 

capitalization between the end and the beginning of period divided by market capitalization at 

the beginning period. We also adjust dividend in stock return. The percentage of stock return is 

calculated by the equation below: 

 
100

1

1














 DYit

MCit

MCitMCit
Rit   (1) 

where  Rit   is the daily return of stock i on day t 

  MCit   is the market capitalization of stock i at the end of day t 

                                                 
4 The daily return of each stock calculated from the market capitalization is equivalent to the return computed from price change. 
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  MCit-1 is the market capitalization of stock i at the end of day t-1 

  DYit   is the dividend yield of stock i on day t 

In this paper, we follow an event study procedure of Brown and Warner (1985) by 

using market-adjusted returns to compute the abnormal return. This method is simple and gives 

very similar result to market model (Fidrmuc et al., 2006; and Betzer and Theissen, 2009). Our 

benchmark return is the SET index return which is calculated by the difference of the SET 

index between the end and the beginning of period, then divided by SET index at the beginning 

of the period. We also check the robustness of the result by computing industry index return. 

The finding goes along with the same direction.  

We perform the test separately for both insiders buying and selling. The number of 

net insider transactions for each firm in a day is used to classify the direction of insider. If the 

number of insider buying is higher than the number of insider selling, we classify as a buying 

firm for that day. On the contrary, if the number of insider selling is higher than the number of 

insider buying, we classify as a selling firm for that day. However, we exclude the day that the 

number of insider buying equals the number of insider selling. For the event window, we 

choose a period of 31 days. The event day; day 0, is the transaction date and we extend 30 

days after the event day. The duration considers optimal because it is long enough to find the 

empirical result but it is not too long until other events are involved. Abnormal returns during the 

event window are defined as follows: 

RmtRitARit      (2) 

where ARit   is the abnormal return of stock i on day t 

  Rit   is the return of stock i on day t 

  Rmt  is the return of SET index on day t  

 

The average abnormal return (AAR) across firms for each day is: 





N

i

ARit
N

AARt
1

1

     (3) 
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where N   is the number of firms with insider trading on day t  

 

The cumulative average abnormal return (CAAR) to insider trading firms from day t1 

to day t2 is the sum of daily average abnormal returns. The formula is: 

    



2

1

)2,1(
t

tt

AARtttCAAR     (4) 

 

The null hypothesis is to test whether the CAAR is equal to zero. The test statistic is 

based on Barber and Lyon (1997). 

  nttCAR

ttCAAR
tCAAR

)2,1(

)2,1(




    (5) 

where   (CAR (t1, t2)) is the cross-sectional sample standard deviation of the 

cumulative abnormal returns for the sample of n  firms between t1 and t2 period 
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Chapter 4 Results 

 

The Market Reaction to Insider Trades 

In order to analyze the market reaction to insider trades thoroughly, we use an 

event window 61 days. The event day; day 0, is the transaction date and we extend 30 days 

before/after the event day. 

 

H1a: The relation of cumulative average abnormal return (CAAR) to the 

insiders’ buying is positive.  

The overall results in Table 4 strongly support our hypothesis H1a. The relation of 

CAAR to insiders’ buying is positive. For example, when all types of insider buying, the 

CAAR1,30 is increasing to 2.86%. Similar results are in corporate insider and large shareholder 

that the CAAR amounts to 2.77% and 3.66% respectively. These values are significant at 1% 

level. Additionally, the CAAR-30,-1 of three insider groups are most significantly positive and tend 

to decrease; 1.18%, 0.95% and 6.22% for 1) all types of insider 2) corporate insider  and 3) 

large shareholder respectively.  

The graph below in Figure 1 confirms the result. From the buying transaction line, 

the CAARs of all types of insider and corporate insider are dropped prior to a few days of 

insider buying shares and the lowest price is on the insider transaction day. After that the 

CAAR is rising. However, Figure 1c for large shareholder does not have the same pattern. The 

CAAR continues increasing even before insider buying. 

 

H1b: The relation of cumulative average abnormal return (CAAR) to the 

insiders’ selling is negative. 
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Results of insider selling are also reported in Table 4. The relation of CAAR to 

insiders’ selling is not negative. Even though most post-event CAARs are significantly different 

from zero, they are all positive. The CAAR1,30 for each group of insider are 1.81%, 1.87% and 

1.36% for 1) all types of insider 2) corporate insider and 3) large shareholder respectively. 

Large shareholder at the CAAR1,5 is -0.08% but it is not significantly different from zero. 

Therefore, we reject the hypothesis H1b. The pre-event CAARs of three insider groups are all 

significantly positive.  

The pattern of insider selling is plotted in Figure 1. For all types of insider and 

corporate insider, the CAARs start rising sharply until the selling transaction day, and then they 

are slowly increasing less than the pre-event. Large shareholder graph shows a similar pattern, 

however, the line is not as steep as the ones as depicted by the other two-groups. 

Our result is consistent with earlier research only for insider buying. Most previous 

studies state that insider trades either buying or selling are profitable (Jaffe, 1974; Seyhun, 

1986; Rozeff and Zaman, 1988; Lin and Howe, 1990; and Lakonishok and Lee, 2001). In this 

paper, the evidence shows that insiders can time their buying. They do perform well and get 

abnormal returns. In contrast, insiders cannot time their selling. They fail to get abnormal 

returns. Despite selling shares after price run-up, insiders did not sell at the highest price. The 

possible explanation is that the main reason for insider buying is to make profits but there are 

many reasons for insider selling such as liquidity needs or portfolio diversification. 
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Table 4: Percentage cumulative average abnormal returns for insider trading events 
This table shows the percentage cumulative average abnormal returns; CAAR of insider trading. In each row, the first number 
shows the CAAR and the second in parentheses shows test statistic (p-value). *, ** and *** denote statistical significance at the 
10%, 5% and 1% level respectively. 
 

Event window All types of insider   Corporate insider   Large shareholder 
All trades Buy Sell 

 
All trades Buy Sell 

 
All trades Buy Sell 

(-30, -1) 4.3313 *** 1.1899 *** 7.6394 *** 
 

4.2650 *** 0.9575 *** 8.0484 *** 
 

5.7531 *** 6.2264 *** 5.4658 *** 

 
( 0.0000) ( 0.0000) ( 0.0000) 

 
( 0.0000) ( 0.0000) ( 0.0000) 

 
( 0.0000) ( 0.0000) ( 0.0000) 

(-20, -1) 3.1024 *** 0.5919 *** 5.8364 *** 
 

3.0486 *** 0.3543 *** 6.2111 *** 
 

4.2673 *** 5.2256 *** 3.8253 *** 

 
( 0.0000) ( 0.0000) ( 0.0000) 

 
( 0.0000) ( 0.0096) ( 0.0000) 

 
( 0.0000) ( 0.0000) ( 0.0000) 

(-10, -1) 1.7962 *** 0.0137  3.7378 *** 
 

1.7928 *** -0.1539  4.0780 *** 
 

2.2911 *** 3.2436 *** 1.8517 *** 

 
( 0.0000)  ( 0.8880 ) ( 0.0000)  

 
( 0.0000)  ( 0.1152 ) ( 0.0000) 

 
( 0.0000)  ( 0.0000)  ( 0.0001)  

(-5, -1) 1.0424 *** -0.1821 *** 2.3761 *** 
 

1.0467 *** -0.3137 *** 2.6436 *** 
 

1.3919 *** 2.2578 *** 0.9925 *** 

 
( 0.0000)  ( 0.0090)  ( 0.0000)  

 
( 0.0000)  ( 0.0000)  ( 0.0000)  

 
( 0.0000)  ( 0.0000)  ( 0.0055) 

Transaction day  0.4118 *** -0.1948 *** 1.0728 *** 
 

0.4281 *** -0.2875 *** 1.2684 *** 
 

0.3579 *** 1.2046 *** -0.0336 
(0) ( 0.0000)  ( 0.0000) ( 0.0000)  

 
( 0.0000)  ( 0.0000)  ( 0.0000) 

 
( 0.0074) ( 0.0000) ( 0.8451 ) 

(+1, +5) 0.5110 *** 0.8177 *** 0.1766 ** 
 

0.5113 *** 0.7474 *** 0.2339 *** 
 

0.5679 ** 1.9779 *** -0.0840 

 
( 0.0000) ( 0.0000) ( 0.0195) 

 
( 0.0000) ( 0.0000) ( 0.0021) 

 
( 0.0115) ( 0.0000) ( 0.7563 ) 

(+1, +10) 0.9201 *** 1.2680 *** 0.5407 *** 
 

0.9064 *** 1.1919 *** 0.5707 *** 
 

1.1513 *** 2.4913 *** 0.5317 

 
( 0.0000) ( 0.0000) ( 0.0000) 

 
( 0.0000) ( 0.0000) ( 0.0000) 

 
( 0.0001) ( 0.0000) ( 0.1324 ) 

(+1, +20) 1.7549 *** 2.2100 *** 1.2583 *** 
 

1.7402 *** 2.1252 *** 1.2875 *** 
 

1.7718 *** 3.0707 *** 1.1713 ** 

 
( 0.0000) ( 0.0000) ( 0.0000) 

 
( 0.0000) ( 0.0000) ( 0.0000) 

 
( 0.0000) ( 0.0000) ( 0.0168) 

(+1, +30) 2.3591 *** 2.8610 *** 1.8112 *** 
 

2.3642 *** 2.7769 *** 1.8787 *** 
 

2.0889 *** 3.6640 *** 1.3607 ** 

 
( 0.0000) ( 0.0000) ( 0.0000) 

 
( 0.0000) ( 0.0000) ( 0.0000) 

 
( 0.0000) ( 0.0001) ( 0.0191) 

 Sample size  29,752 14,866 14,886   27,179 14,035 13,144   2,573 831 1,742 

 

Figure 1: Event day relative to insider trading day 
The graph shows the percentage cumulative average abnormal returns (CAAR) of insider trading from 30 days before to 30 
days after the insider trading date. The transactions are separated into buy (black line) and sell (red line). 
 

Figure 1a - All types of insider 
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Figure 1b - Corporate insider 

 

 

Figure 1c - Large shareholder 

 

 

The Impact of Determinants on Insider Trading Profits 

Different factors of insider trades may cause different levels of insider profits. This 

section, therefore, investigates each determinant on insider trades. We analyze position, 

investor type and interval. We focus on the CAAR1,30 because it reflects the complete market 

reaction. 

 

H2a: The abnormal returns are associated with the position of insider. The 

abnormal return gained by top executive position (CEO, CFO, COO, CAO, Chairman, 

Chairman of the board and President) is more than the abnormal return gained by non-top 

executive position. 
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Because of the previous result, each group of insider seems to have various trading 

behaviors. We study identity of insider separately for corporate insider and large shareholder. 

Corporate insider’s position is the factor to test in our hypothesis H2a. We classify two groups 

of corporate insiders which are top-executive and non-top executive position. Top executive 

position includes CEO, CFO, COO, CAO, Chairman, Chairman of the board and President 

while the remaining of insiders is grouped to non-top executive position. 

The result shows in Table 5. From buying transactions, the CAAR1,30 of top 

executive is 3.12% significant at 1% level and non-top executive is 2.71% significant at 1% 

level. Following selling transactions, we observe that the CAAR1,30 for two-group positions are 

also significantly positive at 1% level; top executive is 2.45% and non-top executive is 1.81%.  

However, there are no statistically differences between the CAAR1,30 of two group in 

both transactions side; buying and selling. The result demonstrates that the position; top 

executive and non-top executive, does not provide different impact on abnormal returns. Even 

though the graph in Figure 2a and 2b show that CAAR of top executive line is above non-top 

executive line throughout the 30-day post-event. 

Contrasts to our expectation, both buying and selling transactions by the top 

executive insider do not have large impact on prices. Although the result is inconsistent with the 

information hierarchy, it is similar to some previous studies. Betzer and Theissen (2009) find 

that insider’s position has no effect on insider trading profits. Even in a study by Fidmuc et al. 

(2006), CEO’s trade is low information content. 
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Table 5: Percentage cumulative average abnormal returns for insider trading by position 
This table shows the percentage cumulative average abnormal returns (CAAR) of corporate insider only. In each row, the first 
number shows the CAAR and the second in parentheses shows test statistic (p-value). *, ** and *** denote statistical 
significance at the 10%, 5% and 1% level respectively. 

 

Figure 2: Event day relative to insider trading by position  
The graph shows the percentage cumulative average abnormal returns (CAAR) of corporate insider trading during 30 days after 
the transaction date. They are separated into top executive position (red line) and non-top executive position (black line). 

Figure 2a – Corporate insider for buy 

 

Figure 2b – Corporate insider for sell 

 
 

Event window Corporate insider (Top executive) 
 

Corporate insider (Non-top executive)   ANOVAs (Top vs. Non-top executive) 
All trades Buy Sell 

 
All trades Buy Sell 

 
All trades Buy Sell 

(+1, +5) 0.8928 *** 1.0030 *** 0.6916 *** 
 

0.4263 *** 0.6787 *** 0.1518 * 
    

 
( 0.0000) ( 0.0000) ( 0.0010) 

 
( 0.0000) ( 0.0000) ( 0.0608) 

    (+1, +10) 1.5607 *** 1.6190 *** 1.4525 *** 
 

0.7520 *** 1.0765 *** 0.3990 *** 
    

 
( 0.0000) ( 0.0000) ( 0.0000) 

 
( 0.0000) ( 0.0000)  ( 0.0003) 

    (+1, +20) 2.5011 *** 2.7574 *** 2.0322 *** 
 

1.5991 *** 1.9902 *** 1.1736 *** 
    

 
( 0.0000) ( 0.0000)  ( 0.0000)  

 
( 0.0000) ( 0.0000) ( 0.0000) 

    (+1, +30) 2.8923 *** 3.1295 *** 2.4574 *** 
 

2.2866 *** 2.7175 *** 1.8176 *** 
    

 
( 0.0000) ( 0.0000) ( 0.0000) 

 
( 0.0000) ( 0.0000) ( 0.0000) 

 
(0.0540)* (0.2880) (0.2294) 

 Sample size   4,824  2,936   1,888     22,355    11,099   11,256          
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H2b: The abnormal returns are associated the investor type of insider. The 

abnormal return gained by individual investor is more than the abnormal return gained by 

institutional investor.   

In the hypothesis H2b, we investigate investor type of large shareholder. One is 

individual investor and the other is institutional investor. Table 6 presents the CAARs to trades 

by the different types of large shareholder. The CAAR1,30 of buying for institutional investor is 

3.38% significant at 1% level and for individual investor is 4.81% but not significant. The 

CAAR1,30 of selling for institutional investor is 1.16% significant at 5% level and for individual 

investor is 1.34% but not significant. 

Moreover, there are no statistically differences between the CAAR1,30 of the two 

group in both transactions side; buying and selling. It demonstrates that the investor type; 

individual and institutional investors, does not provide different impact on abnormal returns.  

Inconsistent with our expectation, both buying and selling transactions by individual 

investor do not have more effect on prices. It contradicts Kaniel et al. (2008) study which found 

that individual investors have a predictive ability on returns. However, the findings of Goergen 

and Rennebog (1999) and Boehmer and Kelly (2009) support our result of institutional 

investors. Institutional investors are trend traders because they trade shares following the 

market. As depicted in Figure 3a and 3b, the CAAR graph of institutional investor for both 

buying and selling are gradually increasing. 
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Table 6: Percentage cumulative average abnormal returns for insider trading by investor type 
This table shows the percentage cumulative average abnormal returns (CAAR) of large shareholder only. In each row, the first 
number shows the CAAR and the second in parentheses shows test statistic (p-value). *, ** and *** denote statistical 
significance at the 10%, 5% and 1% level respectively. 

 

Figure 3: Event day relative to insider trading by investor type  
The graph shows the percentage cumulative average abnormal returns (CAAR) of large shareholder trading during 30 days 
after the transaction date. They are separated into individual investor (black line) and institutional investor (red line). 
 

Figure 3a - Large shareholder for buy 

 

 

Figure 3b – Large shareholder for sell 

 

Event window Large shareholder (Institute) 
 

Large shareholder  (Individual)   ANOVAs (Institute vs. Individual investor) 
All trades Buy Sell 

 
All trades Buy Sell 

 
All trades Buy Sell 

(+1, +5) 0.6388 *** 1.7399 *** 0.1110 
 

0.1022 2.4666 ** -0.8764 
    

 
( 0.0033)  ( 0.0000) ( 0.6731 ) 

 
( 0.8737 ) ( 0.0444)  ( 0.2439 ) 

    (+1, +10) 1.1406 *** 2.4617 *** 0.5063 
 

1.0008 2.3633 0.4368 
    

 
( 0.0000)  ( 0.0000)  ( 0.1158 ) 

 
( 0.2542 ) ( 0.1450 ) ( 0.6759 ) 

    (+1, +20) 1.9062 *** 3.1114 *** 1.3276 *** 
 

0.9543 2.8599 0.1656 
    

 
( 0.0000)  ( 0.0000)  ( 0.0048)  

 
( 0.4442 ) ( 0.2306 ) ( 0.9099 ) 

    (+1, +30) 1.8813 *** 3.3818 *** 1.1609 ** 
 

2.3603 4.8197 1.3424 
    

 
( 0.0000) ( 0.0000)  ( 0.0363) 

 
( 0.1259 ) ( 0.1383 ) ( 0.4347 ) 

 
(0.6830) (0.5144) (0.8955) 

 Sample size  1,889 630 1,259   684 201 483         
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H2c: The abnormal returns are associated the interval (the period from the time 

of trading to the time of reporting). The abnormal return gained by delayed interval is more 

than the abnormal return gained by in-time interval.  

The interval is defined as a period from the time of actual trades to the time of 

reporting. To investigate the impact of interval on insider profits, we separate the reporting type 

into two groups according to the SEC’s rules and regulations. One is the in-time group while 

the other one is the delayed group.  

Table 7 provides the CAAR result of insider trading with respect to the time of 

actual trades and the time of reporting. We discuss the buying transaction first. 1) All types of 

insider: the post-event CAARs for both type of reporting are all significantly positive. However, 

there are no statistically differences between the two groups of reporting. 2) Corporate insider: 

it has a similar result with all types of insider. 3) Large shareholder: the CAAR1,30 of the in-time 

group is 3.21% significant at 1% level and for the delayed-group is 6.49% but not significant. 

Between two groups of reporting, the CAAR1,30 is significant difference at 10% level. It indicates 

that large shareholder buying in the delayed report can get most abnormal profits. The graph in 

Figure 4e confirms the result. The CAARs of delayed line are always above in time line.  

Concerning the selling transaction in Table 7, 1) all types of insider: the post-event 

CAARs of in-time group are all significantly different from zero but for the delayed-group are 

little significance. There are no statistically differences between the two groups of reporting. 2) 

Corporate insider: it has a similar result with all types of insider. 3) Large shareholder: the 

CAAR1,30 of the in-time group is 1.49% significant at 10% level and for the delayed-group is     

-3.48% but not significant. The post-event CAARs of delayed group are the right sign of selling; 

negative, meaning that large shareholders in the delayed report tend to sell shares at the high 

price. Moreover, there are statistically differences between two groups of reporting at 1% level. 

The absolute value of CAAR1,30 for the delayed-group is higher than the in-time group. It 

indicates that the large shareholder selling in the delayed report can get most abnormal profits. 
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Some group of insiders supports the hypothesis H2c. Only large shareholder buying 

and selling in the delayed report have most effect on prices. The study of Carter et al. (2003) 

and Cheng et al. (2007) support our result. They found that the length of interval has a positive 

relation with information leakage. 

 

Table 7: Percentage cumulative average abnormal returns for insider trading by interval 
This table shows the percentage cumulative average abnormal returns; CAAR of insider trading. In each row, the first number 
shows the CAAR and the second in parentheses shows test statistic (p-value). *, ** and *** denote statistical significance at the 
10%, 5% and 1% level respectively.  
 

Panel A: All types of insider 

 

Panel B: Corporate insider 

 

 

 

 

Event window All types of insider (in time) 
 

All types of insider (delayed)   ANOVAs (in-time vs. delayed report) 
All trades Buy Sell 

 
All trades Buy Sell 

 
All trades Buy Sell 

(+1, +5) 0.5495 *** 0.8297 *** 0.2395 *** 
 

0.1530 0.6973 *** -0.3661 
    

 
( 0.0000)  ( 0.0000)  ( 0.0000)  

 
( 0.3700 ) ( 0.0000)  ( 0.1400 ) 

    (+1, +10) 0.9570 *** 1.2709 *** 0.6096 *** 
 

0.5771 ** 1.2391 *** -0.0539 
    

 
( 0.0000) ( 0.0000)  ( 0.0000) 

 
( 0.0200)  ( 0.0000)  ( 0.8800 ) 

    (+1, +20) 1.7716 *** 2.1805 *** 1.3188 *** 
 

1.1838 *** 1.9370 *** 0.4651 
    

 
( 0.0000) ( 0.0000)  ( 0.0000)  

 
( 0.0000)  ( 0.0000)  ( 0.3800 ) 

    (+1, +30) 2.2336 *** 2.7372 *** 1.7195 *** 
 

1.9140 *** 2.6979 *** 1.1285 * 
    

 
( 0.0000)  ( 0.0000) ( 0.0000) 

 
( 0.0000) ( 0.0000)  ( 0.0800) 

 
(0.4190) (0.9419) (0.3079) 

 Sample size  
              
26,917  

              
13,479   13,438     2,835   1,387  1,448          

Event window Corporate insider (in time) 
 

Corporate insider (delayed)   ANOVAs (in-time vs. delayed report) 
All trades Buy Sell 

 
All trades Buy Sell 

 
All trades Buy Sell 

(+1, +5) 0.5470 *** 0.7675 *** 0.2785 *** 
 

0.1877 0.5622 ** -0.1817 
    

 
( 0.0000) ( 0.0000)  ( 0.0000)  

 
( 0.2500 ) ( 0.0100)  ( 0.4300 ) 

    (+1, +10) 0.9327 *** 1.2069 *** 0.5988 *** 
 

0.5995 *** 1.0654 *** 0.1401 
    

 
( 0.0000)  ( 0.0000)  ( 0.0000)  

 
( 0.0100)  ( 0.0000) ( 0.6600 ) 

    (+1, +20) 1.7857 *** 2.1762 *** 1.3100 *** 
 

1.3056 *** 1.7383 *** 0.8786 * 
    

 
( 0.0000)  ( 0.0000)  ( 0.0000)  

 
( 0.0000) ( 0.0000)  ( 0.0600)  

    (+1, +30) 2.3200 *** 2.7272 *** 1.8241 *** 
 

2.1038 *** 2.4441 *** 1.7682 *** 
    

 
( 0.0000)  ( 0.0000)  ( 0.0000)  

 
( 0.0000)  ( 0.0000) ( 0.0000) 

 
(0.6061) (0.9246) (0.5903) 

 Sample size  
              
24,571  

              
12,741  11,830     2,608  1,294  1,314          
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Panel C: Large shareholder 

 

Figure 4: Event day relative to insider trading by interval  
The graph shows the percentage cumulative average abnormal returns (CAAR) of insider trading during 30 days after the 
transaction date. They are separated by in time interval (red line) and delayed interval (black line). 
 

Figure 4a - All types of insider for buy 

 

 

Figure 4b - All types of insider for sell 

 

 

Event window Large shareholder (in time) 
 

Large shareholder (delayed)   ANOVAs (in-time vs. delayed report) 
All trades Buy Sell 

 
All trades Buy Sell 

 
All trades Buy Sell 

(+1, +5) 0.5722 ** 1.8439 *** 0.0064 
 

-0.2063 2.4292 * -1.9709 
    

 
( 0.0100)  ( 0.0000)  ( 0.9800 ) 

 
( 0.8300 ) ( 0.0700) ( 0.1400 ) 

    (+1, +10) 1.1785 *** 2.3105 *** 0.6739 * 
 

0.3458 3.4655 -1.7431 
    

 
( 0.0000) ( 0.0000)  ( 0.0600) 

 
( 0.8200 ) ( 0.1400 ) ( 0.3800 ) 

    (+1, +20) 1.6409 *** 2.2483 *** 1.3714 ** 
 

-0.0763 4.4841 -3.1298 
    

 
( 0.0000)  ( 0.0000) ( 0.0100)  

 
( 0.9700 ) ( 0.1900 ) ( 0.3200 ) 

    (+1, +30) 1.4373 *** 3.2126 *** 1.4931 * 
 

-0.0612 6.4943 -3.4891 
    

 
( 0.0000)  ( 0.0000) ( 0.0500) 

 
( 0.9800 ) ( 0.1500 ) ( 0.1900 ) 

 
(0.3656) (0.0962)* (0.0095)*** 

 Sample size  
                
2,346  

                   
738  1,608      227    93     134          
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Figure 4c - Corporate insider for buy 

   

 

Figure 4d - Corporate insider for sell 

  

 

Figure 4e - Large shareholder for buy 
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Figure 4f - Large shareholder for sell 

 

 

The Relationship between Insider Trades and Subsequent Corporate News Announcement 

This section examines the association of insider trades followed by corporate news 

disclosures. The news content is determined by the market reaction to its release. There are 

three categories of news contents. We define 1) good news if the price change of stock is 

positive 2) bad news if the price change of stock is negative and 3) neutral news if there is no 

price change reaction. Only the first news publication after insider trades is studied. Moreover, 

to investigate the news effect on insider profits, we consider the news during 30 days after the 

transactions date because it captures the full market reaction. The CAAR1,30 is taken into 

account. 

 

H3a: The abnormal returns are associated with the first subsequent news. 

Insiders’ buying and selling shares before news announcement gain large abnormal returns.  

Under hypothesis H3a, we test whether insider trades before news announcement 

earn most abnormal returns. Two groups of news following insider transactions are with news 

and no news. 

Table 8 provides the CAAR result of insider trading by the first subsequent news. 

On the buying transaction side, three insider groups 1) all types of insider 2) corporate insider 

and 3) large shareholder: most post-event CAARs of both with news and no news are 
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significantly positive but there are no significant differences in news group. These indicate that 

insider buying followed by news or no-news does not provide different impact on abnormal 

returns. 

On the selling transaction side in Table 8, both 1) all types of insider and 2) 

corporate insider: there are significant differences in the CAAR1,30 from news group at 5% and 

10% level respectively. However, there is no significant difference in news group for 3) large 

shareholder. The CAAR1,30 of all types of insider for with news is 1.93% significant at 1% level 

and for no news is 0.75% but not significant. The CAAR1,30 of corporate insider for with news is 

2.03% significant at 1% level and for no news is 0.86% but not significant.  

In summary, some group of insiders support our hypothesis H3a. Only selling by all 

types of insider and corporate insider before news can get large abnormal returns. The result 

confirms in Figure 5b and 5d that the CAARs of with news line are much higher than no news 

line. Noe (1999) also finds that managers are likely to trade their shares around voluntary 

disclosures and gain benefits.  

 

Table 8: Percentage cumulative average abnormal returns for insider trading by the first subsequent 

news 
This table shows the percentage cumulative average abnormal returns; CAAR of insider trading. In each row, the first number 
shows the CAAR and the second in parentheses shows test statistic (p-value). *, ** and *** denote statistical significance at the 
10%, 5% and 1% level respectively. 
 

Panel A: All types of insider 

Event window All types of insider (with news) 
 

All types of insider (no news)   ANOVAs (with news vs. no news) 
All trades Buy Sell 

 
All trades Buy Sell 

 
All trades Buy Sell 

(+1, +5) 0.5088 *** 0.8658 *** 0.1511 * 
 

0.5240 *** 0.5937 *** 0.3948 * 
    

 
( 0.0000) ( 0.0000)  ( 0.0589)  

 
( 0.0000)  ( 0.0000)  ( 0.0886) 

    (+1, +10) 0.9608 *** 1.3407 *** 0.5799 *** 
 

0.6752 *** 0.9300 *** 0.2044 
    

 
( 0.0000)  ( 0.0000)  ( 0.0000)  

 
( 0.0000)  ( 0.0000)  ( 0.5227 ) 

    (+1, +20) 1.7948 *** 2.2547 *** 1.3336 *** 
 

1.5144 *** 2.0020 *** 0.6133 
    

 
( 0.0000)  ( 0.0000)  ( 0.0000)  

 
( 0.0000)  ( 0.0000) ( 0.1971 ) 

    (+1, +30) 2.4107 *** 2.8853 *** 1.9345 *** 
 

2.0480 *** 2.7480 *** 0.7547 
    

 
( 0.0000)  ( 0.0000)  ( 0.0000)  

 
( 0.0000)  ( 0.0000) ( 0.1655 ) 

 
(0.2928) (0.7437) (0.0462)** 

 Sample size  
             
25,683  

             
12,281  

             
13,402     4,069  

               
2,585  

               
1,484          
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Panel B: Corporate insider 

 

Panel C: Large shareholder 

 

Figure 5: Event day relative to insider trading by the first subsequent news 
The graph shows the percentage cumulative average abnormal returns (CAAR) of insider trading during 30 days after the 
transaction date. They are separated by with-news (red line) and no-news (black line). 
 

Figure 5a - All types of insider for buy 

 

 

 

Event window Corporate insider (with news) 
 

Corporate insider (no news)   ANOVAs (with news vs. no news) 
All trades Buy Sell 

 
All trades Buy Sell 

 
All trades Buy Sell 

(+1, +5) 0.5121 *** 0.7921 *** 0.2072 *** 
 

0.5094 *** 0.5563 *** 0.4120 * 
    

 
( 0.0000)  ( 0.0000)  ( 0.0095)  

 
( 0.0000)  ( 0.0000)  ( 0.0809) 

    (+1, +10) 0.9304 *** 1.2542 *** 0.5778 *** 
 

0.7234 *** 0.9253 *** 0.3054 
    

 
( 0.0000)  ( 0.0000)  ( 0.0000)  

 
( 0.0000)  ( 0.0000) ( 0.3617 ) 

    (+1, +20) 1.7832 *** 2.1821 *** 1.3485 *** 
 

1.6539 *** 2.0430 *** 0.8479 * 
    

 
( 0.0000) ( 0.0000) ( 0.0000) 

 
( 0.0000)  ( 0.0000)  ( 0.0966) 

    (+1, +30) 2.4360 *** 2.8069 *** 2.0316 *** 
 

2.1737 *** 2.8072 *** 0.8619 
    

 
( 0.0000)  ( 0.0000)  ( 0.0000)  

 
( 0.0000)  ( 0.0000) ( 0.1356 ) 

 
(0.4449) (0.9994) (0.0540)* 

 Sample size  
             
23,358  

             
11,532  11,826    3,821  2,503   1,318          

Event window Large shareholder (with news) 
 

Large shareholder (no news)   ANOVAs (with news vs. no news) 
All trades Buy Sell 

 
All trades Buy Sell 

 
All trades Buy Sell 

(+1, +5) 0.4798 ** 1.9254 *** -0.1941 
 

0.7236 1.7505 0.2845 
    

 
( 0.0489)  ( 0.0000)  ( 0.5075 ) 

 
( 0.2744 ) ( 0.1197 ) ( 0.7273 ) 

    (+1, +10) 1.2256 *** 2.5799 *** 0.5932 
 

0.0134 1.0759 -0.4409 
    

 
( 0.0001)  ( 0.0000)  ( 0.1237 ) 

 
( 0.9865 ) ( 0.3846 ) ( 0.6619 ) 

    (+1, +20) 1.8945 *** 3.2926 *** 1.2417 ** 
 

-0.3996 0.7378 -0.8859 
    

 
( 0.0000)  ( 0.0000)  ( 0.0251)  

 
( 0.6979 ) ( 0.6399 ) ( 0.4987 ) 

    (+1, +30) 2.1861 *** 4.0052 *** 1.3367 ** 
 

0.3245 0.9199 0.0698 
    

 
( 0.0001)  ( 0.0001)  ( 0.0397) 

 
( 0.7938 ) ( 0.6047 ) ( 0.9653 ) 

 
(0.2741) (0.3340) (0.5277) 

 Sample size  
               
2,325  

                  
749  1,576    248    82    166          
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Figure 5b - All types of insider for sell 

 

 

Figure 5c - Corporate insider for buy 

   

 

Figure 5d - Corporate insider for sell 
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Figure 5e - Large shareholder for buy 

 

 

Figure 5f - Large shareholder for sell 

 

 

H3b: The abnormal returns are associated with the news contents. Insiders’ 

buying (selling) shares before good (bad) news announcement gain large abnormal 

returns.  

We test news contents in detail along with insider transactions in the hypothesis 

H3b. Three groups of news direction include 1) the right direction 2) the wrong direction and 3) 

the neutral direction. The right direction means insider trades by predicting the news contents. 

For example, they buy shares before good news and sell shares before bad news. The wrong 

direction defines as the contrary prediction. The neutral direction means insider trades before 

neutral news. The result reports in Table 9. 

For insider buying, the CAAR1,30 of 1) all types of insider 2) corporate insider and 3) 

large shareholder are significant differences in news direction group at 1% level. Among news 



Capital Market Research Institute, The Stock Exchange of Thailand                          14/2012 

31 

 

direction groups, the CAAR1,30 of the right direction is the highest to 5.87%, 5.66% and 8.81% 

at significance level 1% for all types of insider, corporate insider and  large shareholder 

respectively. It reveals that insider buying before good news gain most abnormal returns. 

Regards insider selling, the CAAR1,30 of 1) all types of insider 2) corporate insider 

and 3) large shareholder are significant differences in news direction group at 1% level. The 

CAAR1,30 of the wrong direction is the largest to 4.88%, 4.69% and 6.06% at significance level 

1% for all types of insider, corporate insider and  large shareholder respectively. Surprisingly, 

all CAARs of the right direction and the neutral direction are negative consider the right sign of 

selling. It implies that insider selling before bad news and neutral news are likely to sell shares 

at the high price. 

Trading before good news announcement shows significant abnormal return for both 

buying and selling. Only insider buying result is consistent with our hypothesis H3b. Insider 

buying prior to good news (the right direction) greatly impacts on prices. However, insider 

selling prior to good news (the wrong direction) also has large impact on prices. The possible 

explanation is that insider may sell shares under various reasons not only for profits but also for 

liquidity needs or portfolio diversification. In Cheng and Lo (2006) study, they find that insiders 

can time their stock purchases around voluntary revelations for their personal gains. 

 

 

 

 



 

 

Table 9: Percentage cumulative average abnormal returns for insider trading by news contents  
This table shows the percentage cumulative average abnormal returns; CAAR of insider. In each row, the first number shows the CAAR and the second in parentheses shows test statistic (p-value). 
*, ** and *** denote statistical significance at the 10%, 5% and 1% level respectively. 
 

Panel A: All types of insider 

Event 
window 

All types of insider  
(news in the right direction)   

All types of insider  
(news in the wrong direction)   

All types of insider  
(news in the neutral direction)   

ANOVAs  
(news direction group) 

All trades Buy Sell 
 

All trades Buy Sell 
 

All trades Buy Sell 
 

All trades Buy Sell 
(+1, +5) 0.5564 *** 1.6831 *** -0.7337 *** 

 
0.6097 *** 0.0118 1.1189 *** 

 
0.1151 0.6895 *** -0.5099 *** 

    
 

( 0.0000)  ( 0.0000) ( 0.0000)  
 

( 0.0000) ( 0.9191 ) ( 0.0000) 
 

( 0.3153 ) ( 0.0000) ( 0.0023)  
    (+1, +10) 1.1899 *** 2.9065 *** -0.7760 *** 

 
1.0309 *** -0.2121 2.0895 *** 

 
0.1745 0.8062 *** -0.5127 ** 

    
 

( 0.0000)  ( 0.0000) ( 0.0000)  
 

( 0.0000)  ( 0.1772 ) ( 0.0000)  
 

( 0.2668 ) ( 0.0004)  ( 0.0175)  
    (+1, +20) 2.1232 *** 4.4588 *** -0.5515 ** 

 
2.1416 *** 0.2158 3.7820 *** 

 
0.0100 1.1564 *** -1.2371 *** 

    
 

( 0.0000)  ( 0.0000) ( 0.0250) 
 

( 0.0000) ( 0.3117 ) ( 0.0000) 
 

( 0.9697 ) ( 0.0021)  ( 0.0007) 
    (+1, +30) 3.0997 *** 5.8769 *** -0.0805 

 
2.6715 *** 0.0776 4.8808 *** 

 
-0.0876 1.4897 *** -1.8034 *** 

     

( 0.0000)  ( 0.0000) ( 0.7859 ) 
 

( 0.0000) ( 0.7837 ) ( 0.0000)  
 

( 0.7861 ) ( 0.0012)  ( 0.0001) 
 

(0.0001)*** (0.0001)*** (0.0001)*** 
Sample size 10,664 5,516 5,148   11,042 4,792 6,250   3,977 1,973 2,004         

 

Panel B: Corporate insider 

Event 
window 

Corporate insider  
 (news in the right direction)   

Corporate insider  
 (news in the wrong direction)   

Corporate insider  
 (news in the neutral direction)   

ANOVAs  
(news direction group) 

All trades Buy Sell 
 

All trades Buy Sell 
 

All trades Buy Sell 
 

All trades Buy Sell 
(+1, +5) 0.6258 *** 1.5593 *** -0.5444 *** 

 
0.5658 *** 0.0189 1.0704 *** 

 
0.0771 0.5643 *** -0.4946 *** 

    
 

( 0.0000) ( 0.0000) ( 0.0001)  
 

( 0.0000)  ( 0.8707 ) ( 0.0000)  
 

( 0.4935 ) ( 0.0002)  ( 0.0027) 
    (+1, +10) 1.2696 *** 2.7364 *** -0.5690 *** 

 
0.9258 *** -0.1590 1.9267 *** 

 
0.0673 0.6256 *** -0.5879 *** 

    
 

( 0.0000)  ( 0.0000)  ( 0.0024)  
 

( 0.0000)  ( 0.3097 ) ( 0.0000)  
 

( 0.6727 ) ( 0.0058)  ( 0.0077) 
    (+1, +20) 2.2607 *** 4.3004 *** -0.2960 

 
2.0074 *** 0.3084 3.5749 *** 

 
-0.0402 0.9420 ** -1.1928 *** 

    
 

( 0.0000) ( 0.0000) ( 0.2399 ) 
 

( 0.0000) ( 0.1513 ) ( 0.0000)  
 

( 0.8803 ) ( 0.0142)  ( 0.0011)  
    (+1, +30) 3.3069 *** 5.6663 *** 0.3495 

 
2.5394 *** 0.2045 4.6935 *** 

 
-0.0841 1.3045 *** -1.7136 *** 

    
 

( 0.0000) ( 0.0000)  ( 0.2565 ) 
 

( 0.0000)  ( 0.4759 ) ( 0.0000)  
 

( 0.7982 ) ( 0.0056) ( 0.0001) 
 

(0.0001)*** (0.0001)*** (0.0001)*** 
Sample size 9,690 5,173 4,517   10,031 4,500 5,531   3,637 1,859 1,778         
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Panel C: Large shareholder 

Event 
window 

Large shareholder 
 (news in the right direction)   

Large shareholder 
 (news in the wrong direction)   

Large shareholder 
 (news in the neutral direction)   

ANOVAs  
(news direction group) 

All trades Buy Sell 
 

All trades Buy Sell 
 

All trades Buy Sell 
 

All trades Buy Sell 
(+1, +5) -0.0380 3.4099 *** -1.8277 *** 

 
0.9879 *** -0.0909 1.4248 *** 

 
0.4849 2.6486 *** -0.6141 

    
 

( 0.9247 ) ( 0.0000)  ( 0.0001)  
 

( 0.0057)  ( 0.8827 ) ( 0.0011)  
 

( 0.3856 ) ( 0.0079) ( 0.3587 ) 
    (+1, +10) 0.5063 5.2808 *** -1.9719 *** 

 
1.9370 *** -0.9741 3.1159 *** 

 
1.2163 * 3.5933 *** -0.0037 

    
 

( 0.3041 ) ( 0.0000)  ( 0.0006) 
 

( 0.0002)  ( 0.2690 ) ( 0.0000)  
 

( 0.0662) ( 0.0041) ( 0.9962 ) 
    (+1, +20) 0.9445 6.6700 *** -2.0275 ** 

 
3.2997 *** -1.1140 5.0871 *** 

 
0.4982 4.4643 *** -1.5373 

    
 

( 0.1791 ) ( 0.0000)  ( 0.0127)  
 

( 0.0000)  ( 0.3118 ) ( 0.0000)  
 

( 0.6494 ) ( 0.0081)  ( 0.2747 ) 
    (+1, +30) 1.3241 8.8166 *** -2.5649 *** 

 
3.8112 *** -1.7446 6.0611 *** 

 
-0.1213 4.3417 ** -2.4118 

    
 

( 0.1237 ) ( 0.0000)  ( 0.0057) 
 

( 0.0000)  ( 0.2067 ) ( 0.0000)  
 

( 0.9271 ) ( 0.0394) ( 0.1520 ) 
 

(0.0299)** (0.0001)*** (0.0001)*** 
Sample size 974 343 631   1,011 292 719   340 114 226         
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Figure 6: Event day relative to insider trading by news contents 
The graph shows the percentage cumulative average abnormal returns (CAAR) of insider trading. They are separated by the 
right direction (blue line), the wrong direction (green line) and the neutral direction (black line). 
 

Figure 6a - All types of insider for buy 

 
 

 

Figure 6b - All types of insider for sell 

 
 

 

Figure 6c - Corporate insider for buy 
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Figure 6d - Corporate insider for sell 

  

    
 

Figure 6e - Large shareholder for buy 

 

 

      Figure 6f - Large shareholder for sell 
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Table 10: Summary of findings 

Insiders' Share Dealings Insiders' Share Buying   Insiders' Share Selling 

Hypothesis: Expected Result 
Hypothesis 
Confirmed 
(Yes/No) 

 Expected Result 
Hypothesis 
Confirmed 
(Yes/No)   

H1a: The relation of CAAR to insiders' buying positive Yes 
   H1b: The relation of CAAR to insiders' selling 

   
negative No 

H2a: Analyze position of insider impact  more abnormal returns of No 
 

more abnormal returns of No 
        on market reaction top executive position 

  
top executive position 

 H2b: Analyze investor type of insider  more abnormal returns of No 
 

more abnormal returns of No 
        impact on market reaction individual investor 

  
individual investor 

 H2c: Analyze interval impact on market  more abnormal returns of Yes, large 
 

more abnormal returns of Yes, large 
        reaction delayed interval shareholder 

 
delayed interval shareholder 

H3a: Analyze first subsequent news  more abnormal returns of No 
 

more abnormal returns of Yes, all types of  
       impact on market reaction insider buying before news 

  
insider selling before news insider and 

     
corporate insider 

H3b: Analyze news contents impact on more abnormal returns of Yes 
 

more abnormal returns of No 

        market reaction insider buying before good 
news      

insider selling before bad 
news    
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Chapter 5 Conclusion 

 

This paper investigates insider trading behavior reaction to news announcement by 

using firms listed on the Stock Exchange of Thailand. We analyze the sample of 490 firms with 

29,752 insider transactions from January 2000 to December 2008. By using an event-study 

methodology, several important results emerge. 

First, the result of market reaction to insiders’ buying is consistent with the earlier 

studies. There are significantly positive abnormal returns after insider buying. The range of 

CAAR1,30 is 2.77% to 3.66%. In contrast, the result of market reaction to insiders’ selling is not 

negative which is inconsistent with the previous researches. The CAAR1,30 becomes 1.36% to 

1.87%. This concludes that insiders have timing ability only for buying but not for selling. 

Second, we find interesting results on determinants of insider trading profits. The 

position of insider within the firm does not provide different impact on prices. Also, the type of 

investor does not have different impact on prices. The delayed report by large shareholder has 

large effect on prices.  

Third, insider’s selling before news tends to get large abnormal returns. After the 

analysis of news contents, the evidence shows that both insiders’ buying and selling before 

good news announcement have significant impact on abnormal returns. Particularly, insider 

buying prior to good news (the right direction) greatly impacts on prices. This implies that 

insider trades exploit news contents only for buying but not for selling. 

In summary, this study provides the empirical implications for investors and 

regulators. Investors may consider the relation between insider trading activities and abnormal 

returns as one reason for their investment decision. In addition, regulators should focus on 

determinants of insider trading profits as well as the effect of corporate news disclosures on 
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insider trading activities, so that they can develop rules and regulations to prevent someone 

from using inside information for personal gain. 

Nevertheless, this research has some limitations. The sample study is the legal 

insider trading. Insider information covers the group of corporate insider and large shareholder 

who report their transactions to the SEC. In the reality, insiders may take advantages of inside 

information by having a nominee such as brokers or other persons to trade in order to avoid 

regulation. Our sample, therefore, might not represent all of insiders. Future research may 

extend this study by emphasizing on illegal insider cases that are banned after the verification. 

Then they can compare the different performances with the legal one. Another limitation is that 

our scope of study is insider trading common shares in the SET. Further research can extend 

to different types of securities or markets, for example insider trading warrant in the emerging 

market.
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