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ABSTRACT

This study investigated accounting conservatism and management earnings
forecasts of listed companies in Thailand. The sample comprised of listed companies that
issued the annual management earnings forecasts during the 2005-2012 period. The
purpose of this study was to examine the effects of accounting conservatism on
management earnings forecast bias and investigated the impact of accounting
conservatism on stock market reactions to management earnings forecast disclosures.
This study measured accounting conservatism with the Khan and Watts (2009) model.
Following the event study approach, this study measured stock market reactions by

estimating the abnormal returns around earnings forecast disclosure dates.

This study found that management’s optimistic forecast bias decreased with
greater degree of conservatism. The results also showed that cumulative abnormal returns
around forecasts release dates increased with the degree of conservatism. Moreover, the
results revealed that conservatism positively affected the relationship between
information asymmetry and cumulative abnormal returns around the period when
earnings forecasts were announced by managers. Overall, this study provided evidence
on contracting usefulness and monitoring role of conservative reports in mitigating
agency costs arising from asymmetric information. The evidence from this study supports
the confirmation hypothesis of mandatory financial reporting and voluntary disclosure in

capital market.



