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In spite of the long debate for insider trading in developed markets, there is little empirical research
on insider trading in emerging markets. The environment of weaker legal system and higher
ownership concentration in emerging markets would allow insiders more opportunity to trade based
on their informational advantages. The examination of insider trading in Thailand will fill that gap.
We find that insiders can time the market. Both inside buyers and inside sellers can earn
statistically significant abnormal returns before and after the news announcements. Insiders are
more likely to trade on the information other than the news announcements. This may suggest
outside investors and market regulators that not all material information is publicly disclosed. Using
relative volatility as a proxy of information flow to the market, we uncover the increases of relative
volatility immediately after interim earnings and dividend announcements. Active insider trades
provide stronger information flow to the market than passive trades do. Higher relative volatility
(information asymmetry) is evident in case of bad news for insider sales, but good news for buy
trades. However, lower relative volatility presents for firms splitting CEO and chairman, appointing
independent directors greater than 33%, and having director ownership between 25% and 50%. In
summary, good corporate governance reduces the opportunistic insider trading. Insiders can earn
more abnormal returns, in particular for buy trades, when the information flow to the market in pre-
announcement period is low. It is of interest for the future research to study how corporate
governance and disclosure affect the systematic risk as well as the information quality around

announcements.
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