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ABSTRACT

The objective of this independent study was to investigate the relationship between
modified audit reports and cumulative abnormal returns of companies listed on the Stock
Exchange of Thailand (SET). The data used in this study were from the audit report, financial
statement, daily stock prices and the SET index of 787 companies/years during the period 2007 to
2008. Multiple regression analysis was used to analyze the data in order to find out the
relationship between modified audit reports and cumulative abnormal returns.

The event study was used in the study to calculate abnormal return and cumulative
abnormal return. The explanatory variables were modified audit reports including unqualified
audit report with explanatory note, qualified audit report, disclaimer audit report and adverse
audit report. The control variables were cash flows from operating activities (UCFO), change of
earnings per share (AEPS) and change of return on equity (AROE).

With 95 percent confident level, the results indicated that modified audit report did not
have statistically significant relationship with cumulative abnormal return. In addition, qualified
audit report had statistically significant negative relationship with cumulative abnormal return.

For the control variables, the study found that change of cash flows from operating activities



(UCFO) and change of return on equity (AROE) had statistically significant relationship with

cumulative abnormal return.



