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Objectives and Contributions 
Objectives 

• To explore the short sale intraday characteristics in the SET including  
– Short sale value (THB) 

– Short sale volume (shares) 

– Short sale frequency 

• To test the benefit of short sale in SET in term of increasing speed of price adjustment  
– Hypothesis 1: 

The speed of price adjustment to firm-specific information is insignificant different between shortable 
and non-shortable stocks. 

– Hypothesis 2: 

The speed of price adjustment to market-wide information is insignificant different between shortable 
and non-shortable stocks. 
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Objectives and Contributions 
Contributions 
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Fulfill academic gap 

Develop regulations 

Guideline for encourage 
short sale in the SET 



Executive Summary 
 
• Investigate whether the ability to short improve speed of price adjustment 

 

• Speed of price adjustment to both firm-specific information and market-wide 
information of shortable stock is not significant higher than non-shortable stock 

 

• Short-sale constraints in the SET (i.e. high fees and the scarcity of supply in SBL) 
could possibly slow down the speed of price adjustment to the new information (Bris 
et al 2007; Saffi and Sigurdsson 2011; Reed 2007). 

 

• Reduce SBL fee and provide more supply SBL possible lead to higher speed of price 
adjustment due to short selling. 
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Short Selling, Good? Or Bad? 
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Introduction 
 

7 

Christopher Cox,  
The 28th SEC Chairman 

“The emergency order temporarily banning short selling 
of financial stocks will restore equilibrium to markets”  

 
(Christopher Cox, the 28th SEC Chairman 

, 19 September 2008, SEC News Release 2008–211). 

“Knowing what we know now, I believe on balance the 
commission would not do it again. The costs (of the 
short-selling ban on financials) appear to outweigh the 
benefits.”  

 
(Christopher Cox, the 28th SEC Chairman,  

telephone interview to Reuters, 31 December 2008). 
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คุณ วรวรรณ ธาราภมู,ิ  
ประธาณเจา้หน้าทีบ่รหิาร บลจ.บวัหลวง 
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Thailand Short Sale Characteristics  

Saffi and Sigurdsson (2011) 
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Thailand Short Sale Characteristics  

Saffi and Sigurdsson (2011) 
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Thailand Short Sale Characteristics  

Saffi and Sigurdsson (2011) 



Data Description 
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Overall Orders 

Short Sale Orders 



Data Description 
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Data Description 
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Data Description 
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Methodology and Result 
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• Hypothesis 1: The speed of price adjustment to new firm specific information included in 
each trade is insignificant different between shortable and non-shortable stocks. 
 

• Dynamic Vector Autoregressive Model  by Hasbrouck (1991a) 

 
𝒓𝒕 =  𝒂𝒊

𝟓

𝒊=𝟏

𝒓𝒕−𝒊 +  𝒃𝒊

𝟓

𝒊=𝟎

𝑸𝒕−𝒊 + 𝒗𝟏,𝒕 

𝑸𝒕 =  𝒄𝒊

𝟓

𝒊=𝟏

𝒓𝒕−𝒊 +  𝒅𝒊

𝟓

𝒊=𝟏

𝑸𝒕−𝒊 + 𝒗𝟐,𝒕 

 mt   is the log midpoint of the quote when transaction occurs at time t 

 rt = mt −mt−1   is the log quote-mid-point change due to transaction t 

 Qt   is the buy-sell indicator, equal to 1 (-1) if trade is buyer (seller) initiator.  
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Previous  
3 months 

Next  
3 months 

Non-shortable Stocks Shortable Stocks 

Day 1 Measure Speed of 
Price Adjustment 

Measure Speed of 
Price Adjustment 

How to Indicate “HIGHER” Speed of Price Adjustment? 

• Weaker trade continuity (lower positive value of  𝑑𝑖
5
𝑖=1 ) 

• Strong quote reversal (lower negative value of  𝑎𝑖
5
𝑖=1 ) 

 
 

• HIHGER speed of price adjustment to firm-specific information 
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NOT Significant Different 



Methodology and Result 
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• Hypothesis 2: The speed of price adjustment to market-wide information is insignificant 
different between shortable and non-shortable stocks. 
 
 



Methodology and Result 
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𝒓𝒊,𝒕 = 𝜶𝟎 +  𝜷𝒊,𝒌𝒓𝒎,𝒕−𝒌

𝟓

𝒌=𝟎

+ 𝝁𝒊,𝒕
𝒌 

 𝑝𝑖,𝑡  is the natural logarithm of total return index  

  for stock i on day t  

 𝑝𝑚,𝑡  is the natural logarithm of total return index  

  for market on day t.  

 𝑟𝑖,𝑡 = 𝑝𝑖,𝑡 − 𝑝𝑖,𝑡−1 is the return of stock i on day t 

 𝑟𝑚,𝑡 = 𝑝𝑚,𝑡 − 𝑝𝑚,𝑡−1 is the return  of market on day 
t 

By Chordia and Swaminathan (2000)  
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𝑿 =  𝜷𝒊,𝒌/𝜷𝒊,𝟎

𝟓

𝒌=𝟏

 

  
𝑫𝑬𝑳𝑨𝒀𝒊 =  𝟏/(𝟏 + 𝒆

−𝒙) 
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Robustness Test 
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Test in difference  
market conditions 

[Up and Down market conditions] 

Using data from 2009 
[high short activities environment] 

 Same results 
 Ability to short alone do not improve 

speed of price adjustment to 
  Firm-specific information 
  Market wide information 

Do market conditions or the degree of short sale activity impact our finding ? 



Conclusion 
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• Empirical evidence support our hypothesis 

– Ability to short DO NOT improve speed of price adjustment to both firm-specific and 
market-wide information 

• These results are robust in both up and down market condition, and in 
test using 2009 data alone 

• These results are different from the empirical evidence from the 
developed market  

• The possible explanations of our results  

– High fees  

– Scarcity of supply in SBL 
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• Bris et al. (2007)  

– Study the effect of short sale restriction and the efficiency of the market around the 
world (46 equity markets) 

– Prices incorporate negative information faster in countries where short sales are allowed 
and practiced 

– They also indicate that short selling in Thailand is not clearly practical because SBL is 
very narrow, especially on the supply side.  

• Saffi and Sigurdsson (2011) 

– Study the effect of short sale constraint to the return distributions around the world (26 
equity markets) 

– Limited lending supply and high fees could make the price respond to market-wide 
information slower. 

 

 
 




