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ﬂiz%wu@ﬁﬁuaau kAL UUAITNANIS megm]LLasmmﬁumumamiﬁu FINANDULNULAZAI L

L4 o

HUNIUYDINANANANNTNEanAUalagUadenanelukazNeusnUsene 9% Nan1saiua1uad

Y

Aansnaensilsulunaiandnning dns1n1sinetuluna dnsniswivlaveasygia dnsinanile
snsmanasuy ngszdeuinedstss saudmnuliiuueunisnisdlssNdmasonnuiiaduvestin
auidlulsswmenazsnelssing
(% Y L3 1 = (4 v L3
parand nnsngunalszinalneg Wuniddunaiandnnsnduasidinuiglunisamu
(Investment destinations) ¥aatinasuvialan lneaaianannsnduisussmalnadasiiunisye
PUIREY WA 2518 Fansamuluparenanninduisssinalvedunmadenuiavesinaui

a11130SUATUFILATADINITHANBULNUNGITU YiToIBNTEEANNESIINNTaIUluFUNSNe

o w 1

nanviateUszan lulaydu Sguiawazdemiuguadisliauddguazdaasuliinnisasu

o

1Y |

WL uag19siilns dawalvnainndnnsndualsewalnafiunumndfuseszuuiasesialineg 1y

o <

wrasszanuuieiunuluTaugsia graivnTsy wazasugiavesseme Jeaztilugnig
WauUsemeegnedediy

dusuusenalneduianniswasuulasnisunaseslul w.a. 2475 1Wuduun Tawdeyiu

va o

& =} Ao o (B < a & &
Lﬂﬁlﬂ'ﬁm%’mﬂ'}ﬂm@ﬂ%ﬁ’]ﬂiyﬂﬂﬂll’]ﬁl lﬂﬁqﬁlgLUUﬂWiUQ? TFUTLMTNINIUA 13 AT ﬂ’]iq‘UﬁﬂW 13
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AS1 NSLEENAT 28 ASY NswAlusassuydadungruneaanie 22 A3Y Saudamansalusevinguas

a (%

aanmadnuanenss Inetanzlutng 20 Ieiuan Jssmalnewdysumsiasuslasion uldany
szuvUsznsulnsuazmsnseihigusemslaongudiunanmns sailugarudaudaaznissedus
Hnuuadeauannedagdu Tnedgmenuliuiueumanmaidesluvsamalnedy fofuiadeidesd
ddiitnamuislneuaranasemeliauauladngdiuldanunana uwiieszs uasns

U Laus1Ing 9

t:i L5 U (% [ 3 1 5 A = L%
f1919N 1.1 L%G]ﬂWimﬁiﬂigﬁqiﬂﬂﬁla’lﬂﬁﬁﬂmiwEJLWN“IJ?%LVI?TIVIEJGNLLG]E]@GH]UOQ%%QUU

TUAAASIUTEMS  wansenusefynaInnannsne

%
v =

6 AanAN 2519 1 Jundufnmnnised siiusutuain 79.33 1 79.48 9 (+0.19%)

1 Weunauinmanisal audusutuain 79.33 1Ju 80.18 9 (+1.07%)




TunAesgUsens  wansevnussdyinaiananning

20 H@a1Au 2520 1 Fundainmnnisal sudusutuan 171.76 Wu 174.22 90 (+1.43%)

1 Wounauinmanisal audusuiuain 171.76 W 173.40 90 (+0.95%)

23 QUAMUS 2534 1 Tunduinmgnisal dudiusuanain 791.64 10y 734.24 90 (-7.25%)

1 Wounauinmanisal audusuiuein 791.64 u 876.08 97 (+10.67%)

19 Augneu 2549 1 Junduiawmnnisal avliusuanann 702.56 W 692.57 90 (-1.42%)

1 Weunauinmanisal audusuiuain 702.56 W 720.87 90 (+2.61%)

22 wewnAw 2557 1 Yundnfaugnisal sediusuanain 1,405.21 u 1,396.84 90 (-0.60%)
1 aunduiamgnisal avdusuduain 1,405.21 10w 1,468.70 90

(+4.52%)

1 uswdeyanneainvannindwisUsemalneg

wiUsemealngazgnnanvuisesealifiaiosnnnianisdies uins@nvudsussing
Rendunansgnuvesnsiliniueunsnsifiesdenaiandnmind uisemalnedensiiagegredrin
Hesndmaunsinseduanulduiveunisnsdes lnefinuunadseaulvgfoufnvianis
Pafifivmnisainsnadiesiididy 017 n1adenda (Khanthavit, 2020) n1seuant (Nimkhunthod,
2007) 30n15U1R35UseMs (Khanthavit, 2019; Lumjiak et al., 2014; Lumjiak et al., 2018) &1
n1sAnwmRNI15al (Event study) ‘vﬁaLmuaﬁaaaaumiamaaﬁmﬁ’aﬁaLL‘U‘wju (Dummy variable)
Fufunurestnadifiamgnsainanades SsnsAnvivaniuaglduuueswemanssnuuas
nsnevausdluszozdurindy waziedunsofnwnansenuresanulduiueunansdediise
nanandnnindursUszmelnganndraaatiienauiudy Luangaram and Sethapramote (2018) I
9138w siaudadauldiuweulunisanduuleuieniuasugia (Economic policy
uncertainty index: EPU) 04 Baker et al. (2016) unwaunawilinszauaiuliuuieunieniades
v03Uszmelng (Political uncertainty index: PUI) Taeldinaianis31as1v9iLil o1 (Content
analysis) 3n91ntlsdeinsin1wlneg lneavdauluuduesunisnsidieasasyiouszauanuia
visonwaulavesipululsemedifidemnnisalifiieadesiunsilodutisnatsis q 35 Luangaram
and Sethapramote (2018) wu1 faflanalaiutueunesmadiedneduunldufinduegesioiies
Turag 20 Yuds (A, 2540 — 2559) uenandidanuin arwlivdueumemsilosfifinuniudana

Weausiensasuveenvulussezdulardnenimnsiasyiulnvedasugialussuzend
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v Aadu

Tasam9Afeiinguszasdiilefnumansznureselintiuouninsilosenaavdnning
witUseinalve lngaziansanluaesszau fie

(1) SEAUAMTINVDINAN (Market level) IINTBYANANBULNUKALAIIUAUNIUVBIAAA
wannsndursuseinalng lnadayaounsunial wae

(2) sesudepsieAans (Firm level) 4asiiasizvinansznuiidronan1saiiuauuagnis

'
U a Ao o

snaulannsgsiandrdguesussnannzitou laglidayaiuuniua
1.3 Ustlewifiimninazldsu

HANNTANYIUDNIINITYIULANYBIINNITTUNTTUU é’qLﬁuﬂiﬂmﬁﬁiaﬁﬂamuﬁgﬂuﬂizwlﬁ
wazssUssmalumITausunagnsnIsamu saufamawdsumstosiuandssdivmngan S
Huvselendsoduimstanislumsimuauleuieniensdndulanegsiaiddgydoldfinng
Asanieladeanuliudueunisnisidiesiuniy uazasisaulunisasendndwansenuues

JaymmsiileanildenainnsiuuennmilennnansenunlselATygnauman
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2550uNIIUUIN AU

NMATENIINSRUTIAAsLATYgAan ST R Naulaiudnvauzvasn U liwuay
(Nature of the uncertainty) wazANdUTUEsEMI 1Al Ly vauRuFaLUsAe q Halunaa
LATFAIIT AT N1IANITRY DNLUARRa RN uATiUsE A Aulduiusuasiianuduiuside
vInfunanouunuanu s msuinamuiinsandaenudes dufu Feliiudanlafidnamuay
Fosnmsuanouuuiigeiulurisnaniiudyviedesuuniuarndesiuniy nenmsluilagtu i
lansandyiuaudunIu (Volatility) aaulaiuiueu (Uncertainty) aaugugou (Complexity)
LAZALAGUIATE (Ambiguity) AndAuguusIEnT Y nviadladuaiulduduouuas
nansEnUIBedmuddyiiomanisaiasnuniiosessunansenuldagu

Sharpe (1964) lg g uunauid saseniduainudeeiiidussuy (Systematic risk) warAI1X
Feailaiifussuy (Unsystematic risk) Insnrandesdiliifusyuuend ﬂQWNLgﬂﬁﬁqiﬁﬂ (Business risk)
AMILEBIVNINTSEY (Financial risk) WeAadsdlunisedueu (Operational risk) fia3nduaiu
deaamzAanisidnamuanunsauimsdaniaitesinuievilvanasiiunsnszateanuides
(Diversification) Tuvagfinudessiiiduszvvazfummidsadamaaidmansenuiuynianis
yillalanunsnanudevdaialuld deanudsadinatnunnnannsasugia anunisainis
nailes uaznsanmdsauilegmientsmuguuasianis dadu nisvharudladnunsiasssdy
arundsavanifsdmuddydesnniieadestumsmamsainanouunuivnzay sufedsding
engAnssuLarmsindulaiiddmesinamuuazianis

arulliutueulufifvesanunmsaimadeddfuamuanlafiunniudesmndsmalasase
nsinduuleuiemaasugiafidifoy ey ludruiguisnsmumussunssueendu (1) G
wazmsiammniliuiuounanisdes (2) mnudenleaszninenulsdutueumaiies MmaAswgia
FFWALNIANITRY (3) MwsamaaiunisaimsdleslneuazaaiavdnninduisUsemalve uag (@) wa

vosnuliuiueunensliesniidenisindulaaiuueianisuasHan1sAEUNUYeAINTT

2.1 anuldindusunienisiiias (Political uncertainty)

aallsiliiuou (Uncertainty) mnefammnsalfigiiiendoutu dnamu niegsha uieaa
adudou liaunsamanisalnadnifiaviinduluouaald §wudsmiennuliuyueunia
nslasasainlava1e UL UL MSWIATUANAINTTUNINATEEAR H1UN1SUTUBNIINETIHA
nsasunlasngrneuazdennasiiiiuguassasenmsamuuaznisdiiugsia nmsceleuduning

w3elAsIN1sUNeEtlsTionsas nisnuAuRansuazdunindvesusendsinnluressy nsan



[%
[ a a Y

Adu M3muaNnsiadeuiioiuyu videmsddanisiuiiduduasingiu Snvia anulsintueu
mansidessionansliAnnisiasuilastedomndounnaiieuardiuiiiugUassasogsia
iy mMsseiumslddudangsiafiisadostunisides mayuyaseing anusulsmanisndes
n1sUsENIANYduN1sANLarNISSgUsTEMS

Henisz (2002) flgminmnaliuiuounanisidendunnudsssznmsiafiiinainnisas
dudunmsvdeasliddidunindeleuisvesisuia wWuieatu Pastor and Veronesi (2012) Aifley
Paailiniueunisnsdiesferuiliviusuigasunsdndulevislusunanuesizuia (Policy
uncertainty) uaguiinagnsuindgasduduulouisesls Addldannsansunavesuleunefiuidaly
svozanld Samsiidudelddiiuulovisluomemvesisunaeadsimaulovietuuitymilins
90 11 N39BNINATANIAIUANNITIAABUEBIFUNY (Capital control) Taefingusrasdiilotasriu
AUAUNINTBITIAVENNSIE (Put protection on asset price) wazanwsINAFuRosRIMaNUAL
uilurnigifiniu 1msnisenadamansznuienuideiuvesinasunagilviaudesiiussuy
diuntu Tnsenaliuiueulusyiugeardsadomsinaulavesdiiiendes wwu n1svzasmsasmu

Y8390 AnuPeiulunisammulufunsndides nIoudnseianisuiinavesninnsiiso u 1oy

'
a

911338984 Svensson (1998) inuin MsUfuUswmiewasundasnguaneiifsadostunsuntes
anslunindaunazseiumsdeduldngminedutladuddyinsznudoanudedunaznsdadula
awuveanmenyy Mslilaiosnwmansdleadustuneunnudesiu dsaliussgslaveseny
Afldenisasuanas uazdsmadedenisifulnveasugialuszezenn Wufeadu Darby et al.
(2004) fiefune71 MaAsuwUasiguIanserlifidesnnvesiguiaasyilianusegelalunis
awureniafgieduaiunaidulaluszezen slispiaduluiinediedun suslnalussesdy
Iy

uana1nil nsAnwfikIungmui Seldiefosnmmeniadioannviile wansenuideaudi
soiAsugiauardmIauguLsetu Wy Alesina et al. (1996) wag Aisen and Veiga (2011) fiwun
aulfiafissnimnianisifies n3ontsisguratagduiidagnuasiuiaalidnezunainnig
WasuLawnuszuuUnd niemsddsuuvasilddulumuszuudni dudmaideausesniinis
wulavesasugiaetnaditoddy Tuvasflnuddounsdiumudin Wesssuidnlitunuarliulaly
nsAsegsall Ssuraaetaduldulovnedliliulovieiifiian (Suboptimal policies) iitelianim
iriswgialaesudasiiodwiuseluggiovidnunsusiumisumssely (Cukierman et al,, 1992)

Tunmsisevinansznuresnnyliviveunismaiiesinduazdosinnnudosd inaruds
U3ia Sensfnunfisuanadulng feuldvmgnsanamadesiiddgudufunued nadends
(Niederhofer et al., 1970; Khanthavit, 2020) n158uan (Nimkhunthod, 2007) #58n15U{ 7%
%’gﬂizmi (e.g., Geyikei, 2017; Lumjiak, Treepongkaruna, et al., 2014; Lumjiak, Neuyen, et al,,
2018; Khanthavit, 2019) Lilasnaninsnseyfuiliawansallddaiau viliaunsofnumanseny

5



Y3 0N1TNDUANBIADMANITAINIUNTANYIMANITA (Event study) ¥30RMuALLMANITaIAINGET?

<

Wududsviu (Dummy variable) Wi avin1sfinwiiuaunisannes (Regression analysis) bé 34
Bnsdnudenanidesitafeliamnsouansszduanuliuduounisnisisiesfiinisdsuntas
agnaiAle

firi1us mii’mzﬁummwLLﬁuausuaqghLLﬂiLﬂiﬂs@ﬁﬁmumﬂLLawammiﬁuﬁ?uﬁsﬂ%’ﬁ%ﬁ
AU (VIX index) eemiamdnning iounsinnufumiugy daudsauunsgiu M
AMULUTUTIL WEoAAuuUsUTIneefliiouluannuuusiaes GARCH $9udewas (Range) 189013
nensalasdiforvig Wesheimuinisiunisinsgiden Baker et al (2016) Ifauadeil
Aanuliuduoulunisaduuleuieniaasegia (Economic policy uncertainty index: EPU) i
axviounuaulauazanuinavematn g onnnulundedefiand Tuniswaun EPU index tu
Baker et al. (2016) léifumeainifadeuiiisadesiu (1) wsugha (2) mnailiuwiueu was (3)

wleuersugna lnedesdiegates 1 Mainusaznguisaztduiduiunuiiierdesiuamuliviueu

(%
o

YouuleungAsygia endaeg1aay mnludng 9 dulFiunnngui 1 WU axds Anea1nn1suan

i o A

LagA1INNENN 2 1w Anuliwiuew Anulidaau wilididinnainngui 3 Asludeainulugn

tfuagldgnifusaalunisadna EPU index ludu Tnsdwiifinanianuasnadoslussdugatusui
AmuEAL (Volatility index va VIX) Snvisdafind uogrsdmauluraaiifinumanisaidifey o1
Gulf war uwagnTdenaUsEsusuRansss venimdeanduiifenann Azzimonti (2018) léWam
dyfinmaudsusniindieesngunisides (Partisan conflict index: PCI index) 704an3§a1i3n1aus
Tngusegndldimaianmsiinneiidomadioadsiunisiaun EPU index 104 Baker et al. (2016)
Tngqauvesmsimufsifinannisdefiun (News-based index) Aeanunsaazviounisiuiude
aufnavemainfiddeniulyuiueunisnisdedugiaaansdig Fanswaunsutimanivili
annsnUssidiunansenuiifiveirsugamamauaznaranisiuldesnadussuuinniu wasdmiuly
UszwAlve Luangaram and Sethapramote (2018) @515 uwamnduiiaulduduaumanisiflosty
Tnsefemdnnisiieadudy Baker et al. (2016) §ensounguaduliiutueunisnisides 5 fu

1%

Usznausme (1) anudaudaiuanieankun1syuyuyseing (2) n150enuInsn1saaeysysl (3) N3
MUGIRTIUSEMS (4) MsguanmIeidionas uaz (5) nMswilusgsssuyavseufsunisiiies dsiy
syilaulisidusunensdieslveaiunsaasioussauanuliviuounianistiosvasinglugisia

#1199 sauandlugun 2.1
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2.2 arudanlssszninanavasnnuliviveunadesiitidienasugiansuazaiani sty
lursiifingevidedamiAniu Syuasidduulevisusediaiiemuauaniunisel ey
doduileusuduiiatusgrseios surmsnatsazmssnduulovionisiunuudag (Tighten
monetary policy) ImasﬁyumamﬁyﬂLﬁamuqmé’mnﬁmﬂa agelsfimu Wuniserniiazainaiin
suimsnans At usnsmendonilanaziilolns s wiivznsuindgazaduulovisesls A
Tanunsansiunavesulouiefiuudalussozendld Gensaduvielisiduulevislusuianves
ssunaenadeimnulsunetuudoymifnsge uifersdmadeniedfunuiigniuselonifiagldsy
u Mstumeniloeratisansnsiudleadld udfdmaronsasuuaznisuilnadseissraonis
AUl aeATYgNlun NI
NAN13ANYITIUTEINEAIUINANUANNANNUSITsaU Tz sAu kLU un 1INt s ud
WUSLASWINAUNAIA 817 N15899U (Bernanke, 1983; Luangaram & Sethapramote, 2018) N5
LﬂﬁauﬁwaLﬁunumﬂmﬁaﬂszmﬂ (Apaitan et al., 2022; Azzimonti, 2018; Cai & Menegaki, 2019;
Luangaram & Sethapramote, 2020) 4afA1N13A15¢nI19UsEINA (Apaitan et al.,, 2022; Novy &
Taylor, 2020) N19839NUNIALENYU (Luangaram & Sethapramote, 2018; Rodrick, 1991) AIUNY
suvesnsiuTavouasugia (ensun wsugUsland, 2564) uenainil wansdnwudsedndds
wuhealiuiueumensilosilinaneuunuameanwomarandnnings nradwilianudsdy
AANANENNSNERNNINT Y 19U Pastor and Veronesi (2013) inuinauliluiveunmsnisidlowinld
Uszlgyiannisanlivuleuglulagiuuesiyuia vse Value of put protection anas uanaINTEh
inlpannndnnsngianufumuanniu Wuiieasu Apaitan et al. (2022) finuin Araldutueu
memadleslnedsualinaneuununaavdnninduisussmalnsanadlagiamziilefinmniglsems
wonand seiumufuRIuYematandInSnEdilauduiusluiiamaiiefutusssuaiulsl
wtuaun1anisidies Inenanis@nwdind naeardesiuludnvateyseina 017 Bautista (2003) 7
wudrmuiurueg il eulvvesnansuununaiandnnng AaUludiauduiudidauandu
Lﬂ/iﬁlmiajﬁﬁﬁzymﬂLﬂi‘t@ﬁmmzmﬂﬁaﬂ kA Acemosglu et al. (2018) fimuin L‘Vi@]imiaj Arab spring

13 1 a v o

ANANTENUITIAURDNARDULIUAAIAUANNSNEDBUSpe19ilied Aty

2.3 awsananunsalnisidiasineuazaaianannindunsuszmalng
UszinAlneidsugluuunisinasesninssusuauysangdanssvdidussueulssusdlng
seuusganlul wa. 2475 Tngsvuumsidiesatinediulngeglussuuraiensianisideswiliin

[

$3unanay (Coalition Government) B3gANANIINVABUTEWMAIU anSTRIITNT ansIveandng
A a o I3 & vooa g a
paalnsiae Tiduaus wazuawin Wudy Mdussuuasanssa (Two - party System) Niulguney
waggaLtunuanseiutany vlndeinsdndsssuta Mamamiiirnisnisaiuuleuigladiends
U NTANTIANITILBY Republican war wsANTSLEIRY Democrat Tuansgaisni Inesgulanunain
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w35A Republican azitiuulugsannSiiledaaiunsamuvesonvy luraefisguaiinainnsse
Democrat azitfullouisnsiiinaiafnisiietiemdedingldtes 1ludu luvaziissuunaignssa
madleafnnmsnuiiuremssanaidesifgaunsaivieuuimiiuandnaiu Sailiuiseds
gnflazamanfiamslunisifuulouns egralsiniyg mavdsuulamenlouisegismousinaou
TausnasAndudaaulunsdvesssuvasmssannninsdssuunaenssaniandes lnslanzidle
wssatheassiulddudedndesgua
fimunsmadledlneidiulusmemansaiiussmsuasnsidasuniasigsssuyy tngdsema
InefladAnssgussmsunniigelulanuagldfunmsnanuuindussmainaeiosnimmanisies
Usewanils dudausinisidsuutasnisunases wa. 2475 aufeilagiu (e 2566) Usznalne

(% L3

LN EUAULARINTS B

@ q

[ [J

yamaifiesiidndyduaunn ldinadunisisussmais 13 ads msguani 13
ads madonds 28 afs mstsdulEsssuye 20 atuddimauilaiomn 22 afs sadavnnisal
Useihauazaanaadnvanenss tnsiamglusou 20 B Ussimalnewdoifumaasuudasied
Hulumuszueudszndulag waznisnszshigusemslaenguéiunammis dahlugarudauduas
nsRedvosnAlszrIvuIndatagtu Susunsyuyudulawonguued Wuisialn fndu Ju
03 Failugmsssussmsiaewaonau’ yyofandu lutufl 19 fuseu we. 2549 madenis
AUTNANHUNUTINYTINY WA, 2550 waznIsinaeuuIensguuATadAT AuUNIIIY ARYUNTIA
M3ilea wa. 2551 nsyuavesmsiinsUssrvuiiouszansulneuaznisUnauuduludaned w.e.
2551 MIgUYUTraLTIUszysUlnasofunAanIsurien @ (uUv.) w.e. 2553 uasn1saaianis
guynsananlufeunguanay w.e. 2553 Fehlildedin 85 Meuazuindudnduiunnn
soululng. 2556 Tadnssrmsesedugiadsnenssutu Sedmaliinuseiing Inand
'iwmsLLaz"TJmﬂqqmwumumimsJﬂa;uﬂmzﬂiimmiﬂiwwuLﬁamiL‘Llﬁ'auuﬂaaﬂﬁgﬂﬂizmﬂmw
Hudszansulneitanysaluuusuiinszumndnidnsadulseyy (a) iWenadusguraunaanis
&nwal Suing Wimsguanwasdondalud Ssn1denddlud ne. 2556 lidunaiiosangndnuang
Tnenguiguys nUva. uazmgnisaiuseinadsnsdniusiel aunsesialuiud 20 wauatan n.a.
2557 wawenUszgns Junslen Tinsevhnisgussmsuasdndenns fnweuasuuisnd (nae.)
Ju nevidinisasessiunalnenas. 5 U 1 deutiu Idinsdanadendetulutud 24 Sunew we.
2562 wazwanUszens Junslow laluwensguunse wgnisalszinauasnsyuyusubany

Taudanaznswusinuuamedindiognesalliosaunalagiu



wimsidedngazdanuliuiusugs unn1s@nvinansenuresnuliuiueuni1anig
ledlnesonanndnninguitssmalnedsasdiogiin Tnsnanavanninguiassmelnedorsio
Tutw.a. 2518 munszsiydRnaemdnninduisusemalng wa. 2517 e ingUssasdiitodals
ﬁLma'anawﬁ”m%’umifgamwé’nw%’w&ﬁadqLa%mﬂ"]iaam%’wéuazmiimmL“amquiuﬂizmﬁ wiily
Pasusnazdindnuinduarusuind ovisluduiudide uinevdaunsnindaaininisdu
(Financial liberalization) Tutw.e. 2532 \usiuun n1sHeuAaIei LA UANYIITINRUATIAING L
U%mmﬁunumﬂsmﬂsmmi‘maL%’WLLazaaﬂﬂﬁzLwﬁiéff&’wmumaLLazimL%as?J’yu AIHaRANINARDY
YoemaInRuLazaaInyuveslsemalneduegrann waglulagdu sanandnninduisUsemalneg
Juvildlumarafalmidifudmneddnlunsamuvesinasmusiimd egnslsinm uenain
Hadeiugrudnuasugiawaznalsznaunmsvasgana dnamusdlieuaulatudadosuniades
Tuuszmelne 1esanlugimds arwlifiiadosnmmanisidlosinenelfiAnmensaifiguuss
usniloluaniiansmsdiduuloueiliseiesduilonnannsguaniuas Wasuszuia viie
figmenssniuuleveilddaauiennanmsdadessuiananiisshessdnlselesidun
vionavmnisaimadiosiiliidulunuszueutszrsuleg Wy nstarnsnindends maguyada
ouu Unanuiivnsuazaniuusznounts Iaaundu Taudangaanaa davgnsaifing1n dawa
sonrundesiuresinamusutilugenudoinisanouiunnmsamuiigiuvionisszasvidoan
nsawulunanndnninduauseinalngly

NMINUNNNTTUNTIIA AN NN TEUeIn L liuiusunemailosdonainndnn we
wisszimalnenuin msdnundansdegiriaualinaisalidaou Tng Nimkhunthod (2007) 4
AN¥IN1INRUANDIVDINAINNANNSNE WU sEWALNEABLANITAINIINITLETB90TY N15YUANT N3
Fonda vions¥gusemns sewiname. 2518 fewa. 2509 $1uau 30 wgnsal wud1 wameULMLT
Aaundlutuvdainmgnisal 1 Jufldnduaveshsiifodfey luvueiiaedsnansuunudiiaund
(Abnormal return) 1 dUpsinausasndsinmgnisainisnisidlesdianduuinedslideddey lay
YAkarAUSIUNISUSURTeInaIanann g s amnnsalazuane1eiuly Khanthavit (2020)
wuinmarandnninguwisusemalvenovausndavindenindend sluln.a. 2562 luamgi
Khanthavit (2019) ndulsinunismevauestesmaInnsasuinenssgsemslul na. 2549 uagd
W.A. 2557 Lumjiak et al. (2018) nu3nnatanannsneg Lrsuseinalnenevausslulduinnenis
Ssusenslul wa. 2557 Fedaudafuaundgrunagnsaansallaeiluin nsnedgusemsazinly
A esiureainasuanas nieairsusseinalifinenisasmulasianzluaenveainamu
#1997 99 Lumjiak et al. (2018) a3 ungdndruniladivzanainnisiinaiadnnevausssed1iie
1nNNI1Y9A Tagaaumsaivszinauazimnaansanatailes sufsnslaanuiinvmsludn.e.

2556 @INARANNNANNTNE WU AIMEUSUAManat ULA 8N UARUUINT 89UA1D 199 DL T B4
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o
LY v v = A

AetU n1endenssgusemsiudn.a. 2557 natndeaininisiiledlneasiiadosnmuinty 39

wuRlUuUS U L LRAN199A

2.4 wavasruliiwiysunanisidesitidentsdndulaasuuaznansdidunuvasianis
anulsiiuounsmaiflesindsraseanundesiuuarmaiulamaasusia Inedaeensiiiiu
ululszmalvey mnisalrnudaudmenadledud wa. 2557 dealiasugialnelua3atusn
wadiassesar 0.1 91NNsasuYBINIAENTUTiUSUfIanasduilosanamarilunsousiang
daafunisamuuesdinauangnssunTduaIINTaUNTe BOI waztinviondieafiidunisn

UsewmalnganadarnAnuiaal gt uanI1un1sainiIeniIswind 9nvedadianiuantiainnisionang

o o w o a

awdszinalsginluesniasy (@dnauaniiaunisasugiakasdenuwianid, 2557) uidediu

<9

Tngiauaulaluseduiesugiaunniavsenatavanningluninsiy Tuvaennis@nvinanssnuy

v 1

vaspulindusunIanisdiadluszauianis (Firm level) fapsiogddn adr9lsAnin uddely

Y

Hagtulslimuaularunavesnuliviusuiifiionginssunsdndulafididyuazranisduiuny
yosianITIINTY

Bernanke (1983) Tdmgun19idanuils (Real option theory) Tun1saguianavasninuly
wiuoufifidonisdnduleasmudluainsadsunvadld (reversible investment) nanafe Tu
anunnsalinanmsaanisaiinalluiueuardwaifsauseAansmiefanishiulainesinng
Wasuwdadlaiadu n1sidensenss (Option to wait) axfluaauindu lnsfanisazfiuaay
wﬁmzi’ﬂumiﬁﬁLﬁmﬂ,amW%miﬁm%u%ﬁﬁwﬁmauﬂizﬁqﬁﬁagaﬁLLﬂ,iGE‘fmmmﬁu Fodulugaaaan
fifieuldwiueunamadiodussdugasu Smauisudassguia nadends nsusuugvideudly
novisnefiddy nsUseTaTeusinseiinisnedgusems f?iaﬁm:umwmaﬁﬂﬂgjmimﬁwuﬂaﬁgma
vispulsuieddndioradamanonsidsuulasaninuindennnegsia JufimuinAanisesiuunli
Ygaaviieannsamuaunsyisauliutuoumatundnanely SsanisfnuidsUssdndlag Julio
and Yook (2012) nu1 Tagladsfanisavannisamuasiesay 4.8 ludfidnadends Tuvmed
Gulen and lon (2016) Wu31 sEAUNIamuUYeIianistuansgausnlasunansenugaauanaulyl
wuounansides Ingnansemudnanazeylusedugedmiuianisinnsamuldainisa
WasuLUamIesnidnle (Investment imeversibility) #3aRan157 0157 9151991890900 %5
(Government spending) {umdn Wiiieniu An et al. (2016) fis1e31u3n mqu?ﬁmmeﬁu%wm
r0sRaNsTannmudstansnmafiosesfanislulssmaiuiinaesifoszaonisamuues

v a a

Aanns TasamigAansiidussiamia wasfansiddadiunTedesfianinisasmudauuin
(Capital intensive firms) Wona1nil §9mu71 ATLAFURILYBITEAUNTAUYDIR AN TR ININTY
Tuthsiifimadsuuasiuims wazfamsenvudisiilseviiunlduannsasyuaduvngifanisd
Jusgianwianauldsunansznuliiunnin
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uenanil alliudueumemsilesdsdwmaliniansadeuanmsuslnavios vaenisusing
dlornanufnaferfuanusiadslusuian (Carroll & Kimball, 1996) dswalviauauisalunis
i lskazuan1IatiuIueeIian1Te19anasn e Uiy Igbal et al. (2020) wuan Aanslu
ansgeuininanmsdnduiianadlutasfinruilivueunaniiieseglussiugs Wwuifisdtu Feng
et al. (2021) finupnuduiudidsauseninanaliviveunansiieuasnanisdiiunuvesianis
Tuusemaiu TngRansussandsiamingldunansenuidsauainauliuiveunisnisidesd

v a a

Jpuninnanisitulyssiannag daenndaaenu Trakarnsirinont et al. (2023) ANUIKANITATUINUY

<9

Y99R9n15luRaIAnaN NS NG wisUszmalne lasuransenudsauaInAulikL L ULl ALY
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Ui 3

ad =
/NIIANYI

A3 Nl I wd aanuly wyuounienasiies (PUD 7 waiunlne Luangaram and
Sethapramote (2018) 4 1UsggndAuLUINII0 Baker et al. (2016) AvA15TiAT 19T o
(Content analysis) Hundnnistiusiuausiiisadodutnn Tnefinnsmuundidey (Keywords)
fiesuunuardnussinne it ifedostunngliudueumamsidies aantusinistusiu
unANuLazdTiAgtesiummliitdueunamsidisaisuiusununALLaZ I 1ITvLe il
mmiai’mwﬁ’ummwLLﬁuaumamiLﬁmazﬁauaaﬂuﬂugﬂsuaqmmﬁsua INTUNAUDUNAIIULAY
9417

Tnosadanulluyuounianisdies iWuswdfmuimainnisiads seserUsznevday 5
psAUsznouldun (1) mudaudsfinanteantmunisyuyuysesiag (PROTEST) (2) N300n1AsN1S

[

ganeyuyy (MARTIAL) (3) MsvinufiRsgusems (COUP) (4) mseuanInseaeanda (ELECTION) wag
(5) mMsuntesgessuugviseuunisilles (REFORM) Beavilanuliuiueunmianisileasasviousediu
ANUAnavIeauaulavewainisemgnsalnneIteaiunsiieslugiwiansiig q
Avilauliuiuaun1nsiflieninintusiewioudus w.A. 2540 3 w.a. 2564 uaglu
= [ A4 Aa 1 a & P Y% v &
nsfnwnavesaulikiveunanisiliesniidenanisiu ladnsusudeyalidunelasinalaens

wasluuleuAtinvewviaulituueunisnsidisseieululasuiatu o

3.1 Yoyaildlunsinun
Tun1s@nwiransznuvesauliutusunensifiesiunaneuunuuazauLdsavosmann
ndnninduisszinalneldtoyanelnsnadudlasad 2 Swa. 2500 fvlasunad 2 Tn.e. 2563
IngdrilnamvanninduisUsemelng (SET index) wardnsmanauwnuiuiunaveswmaiavanning
1 \AusIuTsnangIudeya Reuters Refinitiv Tuvazfidoyamudsiasugiaumaiaiiunusmain
dinauanimuNsiAsegnatardenuniey@ (NESDC) wana i Fuilaaudunay (VIX) 5305
W19 UTeLAT Chicago Board of Exchange (CBOE)
Tudruns@nwinansznuresauliuiueuninadesiddeuisnaansidoulunain
ndnmswetu naudetnaildlunsnisinuae vsinaanadeulunanudnninguissemelned
Jaiiuaueglulagdu sniiufanislunguaravnssugsian sty newusitedwsuning niad
donsamuluedmniuming uaznasmumalassadsiiugiu suradeyaseindlasinad 1 n e,
2545 Fdlasunad 4 Yna. 2564 angIuteya Reuters Refinitiv Lol ildeyaunnifivsnelunisdn

Y

nauiegenldlunsdnwidestiteyadiuusildlunisdnuideiosegaios 20 lnsunailvlangy

Y
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fegeiadu 449 Aans uenaintl fulsyndiazgn winsorized fidosar 1 uazdosay 99 iilean
Hapndeyaiifiaiiaund (Outliner)

wonanil LieanAnueuBeaannisegsen (Sunvivorship bias) {3dsagsiuiisamsiiiean
nufoutansgninananimsdnwnasdaiiiunsegluilagunasideyaseilesetaiey 20
lnsuna luvazaghisuAanisfignifinaou (Delisted) sonluszninetianaviinising Jaile
finnsananzAansiinazsuszautgmlunmssudunuuaslienaegsonldazilidies 10 Aannsiign
dinnowdesnnlldsunsiu ldannsoiluyfanmsléduse wasiBudedmun Ussanufesar 3
vesnguinegslunisdne) luvazdinanisiigniinasudiulvgiiesnaingnausuuazifinaeu
Tnoatasla dalaiundufansfivszauiymilunsdniunu fady msligniiansueglundy
fegeiiltlunsfnuilinieznoliAneaeudesle esanaudnvauzvesiansldasyiousnu

nausiag1adulgun

3.2 wuudnaasildlunsfinen
= v Ad’l ¥ a 6 1 1 I 1 ¥
n1sfnwlusieauaduiidseneusiensimsesily 2 4 nanae ludiuwsnagidunis
Tinserilusgaunminvesnaianannindlaglddeyasynsunaisiuiuasianuliwiuaunis
n1siles dwumsieseiludiuniassssiiumsinssiluszauianisvesuivnaanszide ulngly

9 ] U v 1 1 2 ' | P ° ~l = Y1
“UaanJaW’lLua 3'31]ﬂU@%u@]’JW@JhJLLUU@U'V]Wﬂﬂ’]ﬁLM@QIWEJFLULL@agﬁ'JUNLLUUQWaaﬂmiﬂUﬂqiﬂﬂU’]ﬂﬂu

3.2.1 MTIATIERUTLAUNINTINAAIANSANTNE
Tun1sAnwinansznueIn 1Ll LyLeun19n 15l 09  UNAROURNULAZ AILLE BIUBIRATN
wdnnSngursusemealneayyiini sAnunansenuR U oL duLaT s8I 8LUUT a8 GARCH
(1,1) uAZLUUSIa8s VAR muddu uenaniddlduiissdesiunanouunumenislusyerenily
wiazszauvedeyalagldiuudnass Quantile regression lnelsgasiBunveinITiATIzikAazd I
et
3.2.1.1 Wuu1ae9 GARCH (1,1)
Tunsimsgrnansynuresanuliiliyounensilioswmenainnannsnauralseindlneg
WUUS1a09 GARCH (1,1) Miflfuusaudanulduduounenisisies (PUI) Hushudsiduannisaiade

(Mean equation) Wagaun15AUwUTUTIU (Variance equation) @nAviuafiugiail

AInSET; = aggr + Y1AInSET_; + y,AInVIX; 4+ y3;AlnPUI; + ¢,

hy = ay, + w82, + wyhi_; + w3AINVIX; + w,AlnPUI,
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Weo AInSET, fe a9n13iiNveinanouLnuaaInndnnsngselnsung
AlnVIX, Ao nMsiUasunlasuesnvstinaunumIu
AInPUL,  fe nsidsuilaswesivianulinuueunmansiiies wag

h, Ao AANULUSUTINEETRulY

NNITNUNIUITIUNTTY AU UL ULIUNIINISLEDIFINALTIAUADNANDULNUNAIANA NN SWE
Turae A dINaLBauINA YN AMUNUNIUVBINATANRA NNS NG LA UUINT U AU ANUTEUIUUD

WUUTNAIAINENILAIAIANIIVBUATOINLIEAD V3 < 0 LA w, > 0

3.2.1.2 kUUT1809 Vector Autoregressive (VAR)

IINNTNUNIUITTUNTTUNUI wansznuvesnulilutueunisnisidiesiidnenaia
Mé’ﬂ%%’wﬁazé{uaqﬁ’uamazLﬂswgﬁalu%'aaLaaﬂfu (1 Pastor and Veronesi, 2013) ety
LUUF1aD9 VAR ﬁﬂgﬂﬁﬂwuﬂfuLﬁaﬁﬂwwwa*‘i’maammé’uﬁuﬁ‘ﬁw’mmmhjLLﬂJuauwNm'ﬁLﬁaa

anmelATYgnaLazHanauLuURaIAnannINdLiaUsEmelng fall
p

i=1

Wio Y, Ao wningdaes [IN(PUI), In(GDP), In(SET)] Tnad1uruA1a191 (Lags) Wa15041310
Schwartz Information Criteria (SIC) Wona1nil W adasdutdgurlunisnuuaaifn uressus
(Cholesky order) N1531A3181N13N 326 UHAEN1IAOVANBY (Impulse response) ALTUN15A87F

generalized impulse response (GIRF)

3.2.1.3 WUUAD9 Quantile regression

Tumsinsziauduiusszninsanuliudusunisnisdeawazdiueaseniudss
NARDURVILARIAMENVSIE 91nA1NUMILITIANssunU31 A liudusunisnisilondunisly
ALAesTiuszuU (Systematic risk) ﬁﬁfﬂamuﬁmimé’ammLﬁméfaamﬂé’%’umamammuﬁqﬁu
iievaennudssiildanunsodnald dady ‘mﬂﬁmmLﬁaawﬁdﬂﬂiLﬁaaiuizﬁuqq AUTALYYAIY
Femanauwnuaanndnning (Equity risk premium) fmsazdauiaiifisanntu lneawzlugied
aNNzATYINAADUT19BaULe (WU Pastor and Veronesi, 2013 wag Smales, 2021)

uazifloannndedifinvesnsuszanamuuudiassaunisannseseisidaeiivosdian
(0LS) Tnstamziilosuuslalldfisuuuumsnszansuuuuni 8 msAnwives Chevapatrakul et al.

(2019) InuvanguiefuaNLaIRnTalunITneINsaiNanauLnunaananninglusgAuail oly
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NsUSELNAMUUA GAN waldleldn1sUssuiuA1n18uUUIIae Quantile regression NEUNU
NANFILTIUTEINYNTRauT UG UAEITUNITANYIVBS Smales (2021) A9tY LL‘U‘UﬁT’laEN Quantile
regre55|on amaﬂumﬂsﬂummmemaﬂiwwwamfmlmLLuuaumqmiLuaa AOAIUIAILAINY

6 o

Lammamammummwaﬂmwa mu

Q:(Retey1e4n|Xt) = a; + B, AInPUI; + 0,DY; + §,AInGDP; + y,Ret 411 + €,

e Q, Av Conditional quantile function waz T = 0.05,0.10, ..., 0.90,0.95 uay Retitqt4h D
HANDULNUAAINEIULAY (Excess market returns) Tutag h = 1, 2, way 8 lasuiatienil way DY,

A9 DN INANDULNURUTUNARATR

3.2.2 MswAsginansenulusefanisvesusenannzideulunaianannsne
Tudrutlagyinnisuseiliunansenuveennulukiusun1ansiiaswausgnaanzidoulunann
wannsndunsszimalnglawdainis@nevndunansenuiidaenisdndulaamuresianis uas

NANSENUNAINARONANITAILRUIIUYDINANIT 8L 18aLLDunRNIH

3.2.2.1 navasanuliniueunenisdiewion1sdndulaaamuuesianis
PNULIAANYENIBTanUHs (Real option theory) 191 1NN UVBININITNWILA
- | | a A = 1% o - va =
wsausdhullanunsasnidnvseUasuntadls anuliuiueuasiiiuussgslalifanisvzaevseannis
asuasIUnIEIltanIunsalndranely lnsuuudiaeddumsinseinansenuvesanulibuuoung

nsllesiunIsasuveIianIskandlanall

CAPEX; 11 _ CF;,
i = & + B1PUL_y + By —— + B3SGi¢ + B4TQj ¢ + BsGDPF,_; + BcCOVID,
TAi,t+l— 1 TAI t—1

+ QRT; + €14

Mo CAPEX  fe n1sasurasiamsinnnmaiuaeuudasesdunindn1is (Fixed assets) uin
U ‘i‘l U
Andeusatunnlagiu
CF Ao NszualuanINMsAniuvnulunadagtuasgnuiumedunsndsiusiuanm
SG e dnsNsiAvlnvetgen1einannsildsunUasvesgenuiesglasung w
7231814877 (Year-on-year growth)
TQ Ao Tobin’s Q A NYaANaIAYeddILYDLITBIUINYAAMIUTY Ve EUNTNE

ﬁﬂﬁ?ﬁ]%ﬁﬁ']ﬁ]']ﬂUﬁgWﬂE}ﬂa’Ju%@\‘iL’ﬂ']GUE]QLLﬁ&ﬂ’]HLQ‘LJVLG]ﬁam(ﬂUinyﬁﬁﬁLLﬁgﬂﬂﬁmﬂﬁ’lﬁﬂ'JEJHﬁﬂ']G]']lI QJJ%

YDIFUNTNE



GOPF A adumuauilinediuirsegiaumnia
COVID Ao saudsviuiiunuiaaiiinaaiunisallsainelisalalsuianeiugin

2019 wag i wnuians t Aelesung 1 € {1,2,3,4} unudwiulasuiaa iy wineandsaunage

[
=1

WA NavRIngNIaIEgnAIuANlaeNITITAILUTY Y (QRTY) Tulasunad 2 89 4 uenaini
dnvazlanizvetiaruTEnazgnAIuANlagldfILU Y (o) HIUNMTUTEUUAIUUN LGNS

Fixed effect

3.2.2.2 Wavesnndliuuaun1enIsiiinasanan 1sA LU ureInanis
yonanANY UL LY UITdINanan1FnaUlave9Ran1s Anuliviuaun19N1SEindeI
AIHNANTENUABNANTITAHIUIUYBININTTABTUNU LAYLUUIIADIUNITIATIEARNANTENUTDIAIY

TainduaunI9nIsiaINUNaNISAMEWIUYDININSHEARS LA Ratl

CF;¢
TA; -1
+ QRT; + &1

ROAt+l =Yi + elpUlt_l + 92

+ 055G, + 0,TQ; + 05GDPF,_; + B5COVID,

Wonan13AluiuYeIfan1TiIgsnTdIuNanDULIURRAUNINE (ROA) kazflsdu 9 TnAuaz

Uszanaualagldiuuinasstayaniiua wudeinuiusuuiassludiun 3.2.4
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Ui 4

NAN1SANEI

Tuduiiaznaninan1sdne TasnanisAanwazwuady 2 du lewn Han1siasIeinanseny
Y99Au U uaUNIINISI 09 iR anaana NS N waUsemAalnelunInsIuveInain (Market

level) wazkansenuvaIaullndusunenisiladuseauianis (Firm level) wanslasadl

4.1 wansznuvasanuliuivsumnsidesiiidenaananninduisUssinalneluniwsouves
Aa1n

9N3UT 4.1 9gnuin Tuvanetisnan fedansliniueumansifiesdinisiadoullufiens
assfuduiusvdnarandnnindunsussinalng o1 U we. 2557 (a.a. 2014) Anmanigal
FgUszmslagANESNYIALAIULISINA (Aav.) Adnatenyszgnd Junslew Dusiminas
Sgusems drdanuldulueumanisfledlneususifiutuededitosy luvaeiidvdnaandnning
uwistsemelnglutananfeniuuiuianas aenadosfunansfnuluefnilulssmalnewayly

ARUTEIANNUIY ananudziinIsnovaueniausamanisalauliviuouniinisies

200

N o o~
g g g g
~ =) -2 o
R b o1 =
- =2 o &

2002Q2
2003Q2
200402
2005Q2
006Q2
2007Q2
2008Q2
20090
2010Q2
2011Q2
2012Q2
2013Q2
2014Q2
2015Q
2016Q
2017Q2
2018Q2
2019Q2
202002

2001Q2

o

Political uncertainty index (left axis) — ===== SET index (right axis)

=

JUN 4.1 dvdianulivdueummisillieawagavinaandnninduaszinalng

N1 aydanuliuyueun1en1sided 910 Luangaram and Sethapramote (2018) wagUsuuss

WaAdlaedde uardvlinatavanninduisusemalng 910 www.set.or.th
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WethyadeyasunsunaldlunisAnwnansenuresaiuliiuauninisidlesniinenaia
wannindutsUszmalnglunmsimsmageunaauiRfugIy m1599 4.1 uwaesliiiuii dvinain

pANNSNEwaUsEmelng (SET) sadianuliviuaunianisiiad (PUI) wazesdusenau Nansuaiula

v = ~ wa A =~ wa

sauluUsene (GDP) wazavilanueunIu (VIX) anauddluds Tuvusinan1aiaun 1 damauy

q a

'
a

19 i raneuunuiulunanain (DP) Nilauaulail

A1519% 4.1 MInegeuAuaNTRTINIMAY 1 (Unit root test)

PUI SET GDP VIX

-9.8677%%* -6.771%%* -6.860%** -10.848***

PROTEST MARTIAL COuP ELECTION REFORM
-10.341%** -24.368*** -9.730%** -9.985%** -14.699***

wu1img FauUsvuneglusunad19aidun 1 A1adii ADF eaunseuseaudadidy ™, **,

*FEE Lansszeautledfniesas 10, 5, uay 1 AudRu

PnAuanTaNugIuvetaya Mwlsnnmeniugnsnaneunukuiunanaialuiuuinass
GARCH (1,1) %agﬂugﬂmamqﬁﬁuﬁ 1 NANNSUSEUIUAMUUINADY GARCH (1,1) h@ngbumnsen 4.2
Waiansaunavesauliviuaun1anisilosninasanisasuwlasvassvinatanannsndlusses
) | P o A v o a o v o W a £ 1Y
dunud Weprunudadedssniguenysemameavilanuruniu (VIX) wdarmdudsesdnsvesiiuls

1 1 = a1 oa I3 v a 1 1 = 1
AuldutuaunaNsiies (ys) Irmdnaulunnesdusenauvesmviinnnuliviveuninisdes uwing
MaldfidedAgynieana sgralsAnuilefarsaunaninennuiduniuvesnatnuannindluguns
AMULUTUTIUNLAINWUUIIaDS GARCH WUl siatianulakiusunianisdiaduningiy (PUD way

v A 0 L [

aeRUsENRUYasvatiuils ndeniiu esdUseneuiingttesiunisufsy (REFORM) daduduius

[ LY Ly 1

Fauanegadidudfysumnudunuessfideulvvemanauununaiandnninguisuszmealneg
NAIAD HAIANANNTNE %ﬁmmﬁumum’m‘*ﬁﬂmﬁaaLamﬁﬁmmiﬂLL‘u'uaumqmiLﬁaaqq Fauad
I§uansdsunumaesauliiudueumenisdlesitlursssesdunsinadaaudonnuduniy uinad
finenswdsunladlusednarandnninslnosuwdslidaay
vonanuavesmnlluiueunenisdedusyesdy Wefiansannatnuesnisnovauswes
pudpatnndnninglugnaufouns 9 w1 laglguuudiany Vector AutoRegression HanN13UszUNLAT
Herdunsnevaussredealuanuliuiusunianisiiios (Impulse Response Function) uanalalu
SUT 4.2 Fawan1sinulagasunudn sednaiandnning sevaussludausennuliliuueunia

Y 9

a 1 & c{'
[AMPISON I@IEJI‘L!ﬂWWTJNﬂ@Qﬁquluu@umqqﬂqiLﬂJaﬂ Naﬂ']3@]@Uﬁu@ﬂﬂ3%ﬁﬂq@1u1miﬂqaw 2
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A15197 4.2 AnNliuuueun1InNIsiies NanaULNULAEANULUSUTILDEN I UTDIVBINANDULNU

AANANANNTNE
Variables PUI PROTEST MARTIAL COuUP ELECTION REFORM
Mean equation: AInSET; = aggr + V1 AINSET;_1 + v, AInV IX; +y34AInP UL + &
UseT 0.018 0.000 0.017* 0.011 0.013 0.016*
(0.174) (0.991) (0.074) (0.286) (0.361) (0.065)
V1 0.299%** 0.255%** 0.170** 0306*** 0.135 0.273%**
(0.008) (0.000) (0.027) (0.002) (0.167) (0.002)
Y2 -0.205%**  -0.186*** -0.227%*%* -0.218***  -0.258*** -0.230***
(0.001) (0.000) (0.000) (0.000) (0.001) (0.000)
V3 -0.068 -0.011 -0.001 -0.041** 0.016 -0.016
(0.214) (0.357) (0.724) (0.019) (0.748) (0.442)
Variance equation: h; = aj, + w21 + wyhe_q + w3 AV IX, + w,AlnP UL,
9} 0.003* 0.000%** 0.003*** 0.002** 0.005*** 0.001***
(0.079) (0.000) (0.001) (0.024) (0.006) (0.000)
wq 0.096 -0.014 0.011 0.207 0.010 -0.038
(0.356) (0.696) (0.705) (0.137) (0.675) (0.408)
L) 0.580%** 0.900%** 0.560*** 0.519%** 0.555%** 0.923%**
(0.002) (0.000) (0.000) (0.000) (0.000) (0.000)
w3 0.017* 0.001 0.006 0.008 0.025** 0.007**
(0.071) (0.395) (0.234) (0.122) (0.030) (0.021)
Wy 0.160*** 0.004*** 0.003*** 0.007%** 0.011* 0.002
(0.004) (0.000) (0.004) (0.001) (0.031) (0.458)
R-sgaured 0.176 0.198 0.233 0.230 0.243 0.193
Log 96.350 105.227 89.179 101.021 88.868 99.748
likelihood
*

waEg AluEuLARIAIAAIALAABUNTUSEI (Standard error)

ay 10, 5, Laz 1 AUa1au

way *, **' *k*k

wansTEAUtydAY o

2 19l3AAN MINATUIFULUUNITABUANBIVDINAIANSINSNE 1 foaIAUsenauvenvil

AuldudueunamMslisssnusdiuuiunndaiueanty nanfe dydnainnannings aslvuin

nsnevauaslulaugaadonulibiueun1anislliesiinetteaiunissgusenns (COUP) Tuvaiey

ANWAULNITHOUAUDIVDINIURANNNANNING D faauluuuaunIan1slaaRine1daInun1saenes
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(ELECTION) wagn13uUfisu (REFORM) usfiasdinisuiusanandledimnaliuiueunsmadiosiigeiy
uigldszarnanisneuaussiisinanie nansenuastiulddaaulugaslagunad 2 & 4 vdsan
Andorlunaliudusumimaifiestu Welsutunsnevauesesiriinanandnninds defendi
An9nmsfzUsemsieinmsnevaussiinnirluiislnsinadendu dunansnevaussiodely
AUNITYULUYTENN WazAIUN1TUIENIANYSaNT1sAn wid1aziinsmevauewmnvauluszazy1iu

o w aa

YunnsnevaussiiitosuaylulitudAyn1eans

Response of SET to PUI(Overall) Innovation using Chaloski order 90% C.I. Response of SET to PUI(Protest) Innovation using Chaloski order 90% C ..
.02 .04
o1 03 Il .
.00 .02 p .
~01 01 T e
~02 .00 e —
0 01 \/
-.04 -.02 R
-.05 03, _,-"'_

“, e

-06 -.04 A
-.07 -.05 v

1 2 3 4 5 6 7 8 9 10 11 12 1 2 3 4 5 6 7 8 9 10 11 12

(a (b)
Response of SET to PUI(Martial law) Innovation using Chaloski order 90% C.I. Response of SET to PUI(Coup) Innovation using Chaloski order 90% C.I.

.04
.03
.02
.01
.00
-01
02 TN 05 e -
-.03 ) e e Y Ve
-.04 -.07

1 2 3 4 5 6 7 8 9 10 11 12 1 2 3 4 5 6 7 8 9 0 11 12

(@ (d)
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Response of SET to PUI(Election) Innovation using Chaloski order 80% C.1. Response of SET to PUI(Reform) Innovation using Chaloski order 90% C.I.
.02 .02
R Rt S R
0 e
-01 T
-.02
-.03
-.04
-05 \‘\ ,/‘ -.06
-06 .. g
-07 ) g -.08

.00

-.02

-.04

(e) ()

sUN 4.2 HNTUNISNTLAULAENISADUAUDIVDINANNNANNTNE R DAY LULUUBUNIIN5HI DY

v 9

wagkye WnuRskansfegaznismevauaweforanaulintueunamadeuin 1 @uleuuuinnigiu uag

LAUNBULERIWIUINSUENAINIAnTeA @WuUSTARAILERIT9ANLLT RN UNSBYAY 90

Fm5SUNan193AT1ERANU N UL UOUN NS D ILAE A IUIALYEAINULE HINARDULNUAATA
wanning Faduiunuvesiinanimansuunudslunannismaasegmansnistiu azdifvuiu
Yadeidealuatumie q dsludrudazanudsminisiisadududsdriy wazdfmuussnsd
nanaulnuiudunanain (Dividend Yield) el ududsdrdgi ivunriaianiawanauuwnuly

= 3 a <) % | [ o .
N13AN¥IMINATYEAERs N5 L DuAIMUIAILAL Han1sUsERaAaglduuudiase Quantile
regression LaUsgiliunansenuanANllLLteun1sn1silesienansenusoNanouLNUAIARITIY
PUIANLANAAUULAAZ T TEAVVDINENDULNUAIANTY NANITUTZUIUATLUUTIADI LEAIAINITIY
N = [~ 1 | ] = 1 v o a
7 4.3 lngnan19Anwinandliiiuli anulyudusunisnisdlosdawaldidruvaveninud o
HanauwnunaIavanninggelved1elideddgyidaiauluginia 1 Itemi Wwuieidudas
nanouwuuduNananidna lid YA AU BINARDULNUAAIANSNNTNEEITY waz U
Wraulain wanisdnwrazdaaulugaeaioulndan 9 (r = 0.05 uaz 0.10) @onaAasnuAITANE)
294 Chevapatrakul et al. (2019) ANUINAMUAILITAIUNITHIINTAINANOULNUAAIANS AN NE A2l
Hodaglutiseeulndsn Jeaeviouliiuidiuvnweanudeswanauununainranningiianuus

d' 1 ] ] Ql' % o 3 a1 1
Wasuwladlluusagdiwian lngduvaseanudswansuununaiandnningdasiianaslugag
AANAVIAIWINNTITNAAINVITU Lasnan1sAnwIAINUdenAd 89N UILlpIRaTUNS180IAUTENBUE BY

Yossilmnulduiueunansies dwandlugun 4.3 - 4.5
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Overall (h=1) Protest (h=1) Martial law (h=1)
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Quantile

Reform (h=1)

Ouantile

Ouantile

JU# 4.3 Quantile process dmutanensal 1 lnsuna

V84919 AsLansAduUseansanavianuldsduaunienisdisdluninsiukazesrusenavgay 5 Usenn

wUUd1a89 Quantile regression gnuszauALile T = 0.05,0.10, ..., 0.90,0.95 Uag h = 1 iduUseduauanad

ANMUTNIUSPEaL 90

Overall (h=4) Protest (h=4) Martial law (h=4)
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sUT 4.4

u

Quantile process @msutsneinsal 4 lasund

nuIELne nsiansrdulseansanaviniuliiiueunsnisidesluninsiuuazesrusenauges 5 Usslan

WwUUd1a89 Quantile regression gnuszauALile T = 0.05,0.10, ...,0.90,0.95 Uag h = 4 iduUssALAUARIYN

ANMUBNIUSPEaL 90
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A13197 4.3 Han1TUTTIIUAILUUTNEDY Quantile regression

Political uncertainty (B,)

Dividend yield (6;)

h 1 2 3 4 8 1 2 3 4 8
OLS  -0.042 -0.024 -0.002 0.032 -0.048 -0.032 0.011 0.024 0.037 0.035
(0.052) (0.078) (0.098) (0.082) (0.098) (0.020) (0.021) (0.030) (0.029) (0.042)
0.05 0.150 -0.142 0.131 0.341%** -0.021 -0.026 0.023 0.001 0.048* 0.029
(0.249) (0.182) (0.234) (0.105) (0.172) (0.033) (0.049) (0.042) (0.028) (0.042)
0.10 -0.146 -0.038 0.073 0.276™* 0.063 -0.029 0.026 0.025 0.066** 0.245
(0.139) (0.157) (0.174) (0.012) (0.132) (0.034) (0.025) (0.035) (0.029) (0.032)
0.20  -0.097 0.026 0.055 0.194 0.128 -0.015 0.042* 0.052** 0.035 0.003
(0.095) (0.088) (0.086) (0.121) (0.107) (0.031) (0.022) (0.026) (0.034) (0.033)
0.30  0.004 -0.038 0.041 0.084 0.037 -0.004 0.010 0.046 0.042 0.007
(0.086) (0.060) (0.076) (0.096) (0.070) (0.030) (0.026) (0.028) (0.032) (0.034)
0.40 -0.028 0.012 0.038 0.060 0.012 -0.008 0.001 0.037 0.053** 0.006
(0.074) (0.057) (0.094) (0.090) (0.071) (0.030) (0.025) (0.030) (0.025) (0.037)
0.50 -0.051 0.032 0.058 0.012 0.015 -0.005 0.001 0.045 0.046* 0.009
(0.064) (0.058) (0.104) (0.093) (0.071) (0.031) (0.026) (0.032) (0.026) (0.040)
0.60 -0.053 0.022 0.115 -0.027 0.017 -0.001 0.004 0.055 0.026 -0.002
(0.064) (0.063) (0.088) (0.078) (0.075) (0.034) (0.031) (0.035) (0.029) (0.041)
0.70  -0.024 -0.005 0.120 0.026 0.027 -0.010 -0.026 0.012 0.032 -0.019
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Political uncertainty (B;) Dividend yield (0;)

h 1 2 3 4 8 1 2 3 4 8
(0.061) (0.083) (0.096) (0.066) (0.090) (0.040) (0.035) (0.044) (0.031) (0.045)
0.80  -0.030 0.099 0.097 0.076 -0.018 -0.042 -0.018 0.016 0.034 0.003
(0.076) (0.018) (0.111) (0.086) (0.125) (0.040) (0.042) (0.046) (0.036) (0.049)
0.90 -0.034 -0.001 -0.120 0.011 0.073 -0.059 0.003 0.054 0.036 0.035
(0.087) (0.182) (0.023) (0.225) (0.271) (0.037) (0.050) (0.061) (0.058) (0.073)
0.95 0.035 -0.229 -0.304 -0.494 -0.659 -0.045 0.028 0.071 -0.001 0.040
(0.126) (0.246) (0.335) (0.354) (0.417) (0.345) (0.056) (0.101) (0.062) (0.070)

wIEke ATUAULERIANARIALAGUNITUSEINA (Standard error) way ¥, FX, KX

uanIsEAUtBdIAyIasay 10, 5, kaz 1 ANEINU NaN1TUTEINUAILAaZaN (column)

LAPIDINAN TR ONANDULNUAIANIIAI1MTN h Tesuna (h = 1, 2, 3, 4 wag 8) TuvaeiinanisuszanaA luwiazwal (row) wansdeaduuszansanuduiuslunmseauainaulng

YDINANDULNUAINNIY
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Overall (h=8) Protest(h=8) Martial law (h=8)
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Coup (h=8) Election (h=8) Reform (h=8)

I Y
I S S S

T T T T T T T T T T T T T T T T T T -4 T T T T T T T T T
00 01 02 03 04 05 06 07 08 09 10 00 01 02 03 04 05 06 07 08 09 10 00 01 02 03 04 05 06 07 08 09 1

Ouantile Ouantile Ouantile

5U# 4.5 Quantile process d@usuaaneInsal 8 lasung

Y

wgmg nsmlkansadusednsanndvdanulduiueunienisieduninsinuazesdusenevges 5 Uselan
WUUd1a849 Quantile regression gnuszaALile T = 0.05,0.10, ...,0.90,0.95 uaz h = 8 idUUsEALAMARIY

ANMUTNIUSPEaL 90

INANTI 4.3 Uaggun 4.3 - 4.5 aziulan anuliudusun1enIsiiessinant1eiltossse

'
1 =]

druraenudsmanauununainndnnind lnsanigluiinasulnde q vielutiamainviad
faifu ileudunanisfinu SeldlFuvudassaunisannesuarldiuusiuiufunuifieasviou
anmezaan lneUszendns@nwives Smales (2021) Inasuanuduiusilalvidunssseninsany
Liuiueunanisideaazdasnansuunumanislaglifnusanig (State variable) wnumisiandi

v o

uanenafy Liesandsuviavziuualiuuiudsuulouaiflewmsusiai uveadosn mviede
maesdimnaliiuiuougs fady uAdeddddmuuniu 2 dunannuassgiawagsedunialsl
wiusumensiides Taefuusanniziasugia (States) awildviniu 1 Weimsughatisnsinsiiule
Anav 2 lnsunafasedu dudufunuvestinasugisnnnes Tusaeiidiulsaniznades
(AlnPUI,) azuuslpgarsuianulidutiuounienisdes lagagiianvndu 1 wnssdanuliiiueu
msmaileaidunnnindvil a wWedwulngd 95 (PUI > 179) lngransnaaouLanidismsei 4.4
NP9 4.4 Panel A agnuin ewdusiudseninennuldutueunismadiestudunise
mNudsmanouLunaavdnninglutisitasugiaegluannzanneslsiunnssluanlugiana
Unfegnafitfuddey luvaied Panel B ndunuin anuliiudusunisnisidlosasdmalifinnudesnis
dusasarudsssanouwnunanndnnindfunndulasiamelurisiiaaunisainisdesiinall

LUWeUE Faradanandudunan1TageuLUUIIAeY Quantile regression
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A151991 4.4 wuUTIaeEaNNITanneYmILUTU

Retiyqt4n = a + B1AlnPUI; + B,AInPUI; = States + DY, + SAInGDP; + yRet¢yh—1 + €¢

Panel A: Recession

h 1 2 3 4 8
constant 0.070 -0.041 -0.093 -0.102 -0.041
(0.064) (0.061) (0.071) (0.075) (0.095)
AlnPUI; -0.044 0.012 -0.021 0.056 0.052
(0.061) (0.066) (0.073) (0.059) (0.047)
AlnPUI, * States -0.043 -0.169 -0.005 -0.113 -0.348
(0.161) (0.230) (0.305) (0.276) (0.344)

Panel B: High level of prevailing political uncertainty

constant 0.072 -0.042 -0.090 -0.107 -0.053
(0.062) (0.026) (0.060) (0.080) (0.107)
AInPUI -0.090 -0.071 -0.047 0.029 -0.072
(0.055) (0.073) (0.075) (0.090) (0.091)
AInPUI, * States 0.202** 0.198 0.151 -0.010 0.186*
(0.089) (0.125) (0.149) (0.106) (0.104)

Wi h = 1,2, ...4, 8 quarters. ATHIAULARIAIAAIAAADUNITUSEII Way ¥, **, ** uanassyiutad1Ag

Seway 10, 5, way 1 Aua1nu

4.2 wansznuvanblinuuaun1enisliasnseussnaanzileulunaianannindurisUszina
neg

Tuesdu lovihmsdunumaifidassuunveanguiiegnildlunisfinw a5 4.5 uang
T deyalailafinisnsgaresuuuung (Non-normal distribution) Llesainngusiiegndinnage
(Mean) wage15eg1u (Median) Muansi1eiuiin Ingngudlog19dA105831uv09n1509M UsD
a (% 6 Y ] IS LY % 1 Ia Y 6 ! v Y
Aunsndsruwindu 0.003 winkazdlAdsegudnsidiunanauunusadunsnduinduiesay 1.204
wansliiuIngudiegwdulnginisasuaianeIsinidunsndanisliyarinlu uenanidy
= I a v ea & v DA Yo 1Y) Y a ¢ A
Tnanauunusedunsndniduuninasviouliiudmnuaiunsalunslddunsndlnaadsslevd e
f915A1dsegIUYeINITLAR uAnIINNTA U A s UNSwg ez nuIlanduuaniguiu

dmsulenalunisidulnaznudn naudieg1lidnsinsiivlnvessanviefiuinninaue wavi
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Tobin’s Q X1 1 Wi Fauaasbiruddeniadulaluewan Tuasusfiduwdsiasugiatlmiuii

YIIANYIINSANNTTATINSHULAveLATYgNIlnede Sovay 3.37

A5197 4.5 FDRANTTUUN

Max Mean Median Min SD Obs.
CAPEX/TA (411) 0.085 0.002 0.003 -0.751 0.027 28,046
ROA (%) 9.382 1.250 1.204 -8.401 2.443 29,136
PUI 267.829 106.844 96.921 35.029 41.849 80
CF/TA (1) 4.081 0.028 0.025 -0.678 0.061 28,046
SG (%) 3.027 0.118 0.047 -0.750 0.491 28,333
TQ (1911) 6.010 1.419 1.127 0.417 0.939 28,589
GDPF (%) 7.513 3.349 3.807 -6.195 3.182 80
GDPG (%) 15.295 3.371 3.648 -12.167 3.875 80
ccl 109.933 77.574 78.150 40.633 12.596 80
BSI 53.067 a7.796 48.817 35.167 3.795 80

717 awandlaedidey lnglddoyadnn Refinitiv dmsuteyasieusen wargiudoua CEIC dnsudoyairsugiaum
na Jeyanudauliviueunienisiiedsiusinan Luangaram and Sethapramote (2018) wagUSuusaLiisnd

[GEAEEY

Wievinnswusdeyaseniu 2 ngususzauanuliuiueuniansdes Inefmualildedse
gruvasdayaduiinuliwiusuniinisfieadugauis nansvageuALLANATeIRRALTDINTS

AnaulaamuveianIsuagkansAiuuvesiansliy 2 nguanunsaasulannsedn 4.6

A15199 4.6 n1sandulaamukazuanisanduauvesfanisturisndseduauliuyueunig

Maileagauazsn
Low PUI High PUI Diff (High — Low) t-stat (p-value)
CAPEX/TA (wi1)  0.003 0.002 -0.001 2.604 (0.001)
ROA (%) 1.271 1.235 -0.036 1.235(0.217)

g §TBuulssndszauanuliuiveunenisillesguuagsimeiseguvesdayaduiauliniueunig
nsidlasfifiaunlag Luangaram and Sethapramote (2018) uagUSuusafianisulaeiliow uaznaaauauuane
sEnINALRfENTaMmUedunInduardndunanouwusAuNnI Nl 2 nauiutmnusyauaulintueun

ANSLile9
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nanafe lurisiianuldudueunsnisdeseyluseaud Aamsasinsdndulaamuiiaindd
TugassianulduiusuniinisilesgeegaiidedAny Tluvasinanisaiiunuvesianislugem

Auldudueunensleteglusedumavainitlugiesnianuliviusumansidiesdusedugs us

AMUUANASAINa LT A sadf
ANT19fl 4.7 Ananduius
Panel A: dnyzY83AaNg
CAPEX/TA ROA CF SG TQ
CAPEX/TA 1.000
ROA 0.058 1.000
CF 0.051 0.444 1.000
SG 0.003 0.172 0.081 1.000
TQ 0.044 0.312 0.178 0.042 1.000

Panel B: Uadeidaiasugransunniatazaviauliwiuouninisdes

GDPF GDPG cd BSI PUI
GDPF 1.000
GDPG 0.824 1.000
cd 0.632 0.568 1.000
BSI 0.440 0.551 0.367 1.000
PUI -0.168 -0.165 -0.276 -0.271 1.000

77 awandlaedidey lnglddouadnn Refinitiv dmsudeyasiousen wargiudoua CEIC dnsudoyairsugiaum
na Jeyadudaulivuueunienisidiedsiusinan Luangaram and Sethapramote (2018) wagUSuusaLiisnd

JGEAEEY

WoaNa13aun Panel A Tupnsnei 4.7 agnudn Jadeaudnvasvesianistanduiusiulugs
vinwazegluszauiiligaunn lusaei Panel B Tum319il 4.7 wandliiiiudn dudsiasugeansum
aadavduiusiuludeuiniuseaundeudiaas asly wedeaiutaym Multicollinearity Judonld
Jatudaasugaansunniaiissiufodluwuudiass egslsiany nansdnwrdmanilouwfuugdii

a Y s o - A ! v o | !
wdululdiuusiasugmaniunaiadidy uenaind Wunirawladn dvllanulduiueunis

nslesllanduiusitaauiufmwlsAsugAansunnIAYNea
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A1519% 4.8 LuuTaeINsamukuuAaNadn (Classic investment regression)

CAPEX/TA CAPEX/TA CAPEX/TA
Tobin’s Q 2.17 x 1074 *** 2.19 x 1074 ***
(10.226) (11.492)
Cash flows/Assets 7.19 x 107 *** 7.03 x 107 ***
(28.760) (28.357)
R-squared 0.061 0.061 0.061

e AUN1TUTZUUAIMUY Firm fixed effect lnganduuseansannmsussinaauansluussiousn luvuei

AladuLEnIAN t-statistics way *, **, ** uanaszautisdfgiiesas 10, 5, wag 1 Auaeuy

NFIATIERANTEUYIAY ke INTaYaTI8AaNTTE Apvin1sUsEIMAIEaNNINLY
¥ d' a L d' v a 1 1 A d'el 1 CY) d' 2
ToyauuunuaiiodinTeinaveansivisunladudviianuliviveunienisdiesniidesuusnly
LMUNNTAINUYBIUT ENLasNan 1T uIuYeIuTEn tnslunisussunaeias lodudsaiunuds
Imaﬁﬂﬂwudwﬁwa&iamié’@ﬁﬂaammmﬁammazwams&ﬁ’%ﬁumummﬁami Usznoume Y93y
WNenyulusgauianislaun dndiunseuaiuansadunsng (Cash flow per assets) 8n5N715iAULA
Y9389n"Y (Sale growth) waze1Awll Tobin’s Q wanandalifuusaruanluszauunaia loua a
AIANITRITNIINITVEEFIVDIATEFAY (GDPF)

% d‘ a 6 1 dy [~ 4 a I3 d' v a (v

Toyaldlunisiesegdniazitudeyasvuniualumslianesiiielnlanmidanainves
nansznuiidseniagsialuszavganinvaanaiandnning wuuiiaenasuglfldanduwuudiass
WU fixed effect lngladinisvnaaeuanumanganvesnsiidiwlsvusefanisiiunsidenada F
Fenan1snaaeusansddAynaifivesiauusvusefanisildiduen fixed effect wananigain
N1INAFRULUUTIABIMIUABNLARALUUTIaDIToY AN AKUY random effect laeldimagay
Hausman FsnanisageuUfjiasauufsiunanveanisusaainym endogeneity Faduaunfigiu
A o B ° v o Ay e v
A nduresni1slduuusIanIniualuy random effect A9 UNANISNAADUT LA UIT DanN15LY
wUUIABUUNaludnu fixed effect MTunuuIIassniaumnzanlun1sAnwid

lulaeiu 378v1N15MAaRULUUIIABINITAUBININITAULULTIABIAAANTTE Q-
Theory 75231 Tobin’s Q Wuduusiieaiildlunisnensalnisamuvesianislueuian agslsh
A uAnesedulngnuI Yaduautedndanien1siu 917 sEAUNTERARUAAURIAINIT 3D
(% 1 g"n 1 e 1 (% 1 L4 a . =
dnsdumidusiey AlinawuiulunisgieneInIain1sawuuedianis (Fazzari et al.,, 1998) 5ud
fauanafialan1anianisasuuelsen1si Tobin’s Q e1auanslinsudau (Alt, 2003) 91NA15199
4.8 Wu31 M4 Tobin’s Q wazdnaunsenauandoduning sradinagsuinaanisdndulaamuues

AaN13 denARBIfuNg B kasNan1sANluafn
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NANAABUNANTENUYDIAU LU LU UBUNIINITLE D9baAlUAIS 19N 4.9 way 4.10 @1nSu

Hansnunisen1sindulansureiian1suaHan SAEIULYEIAINTT AuERy

M19197 4.9 nansenuvesnliniveunensllesniidensindulaainuuesianis

. CAPEX

ALYT
t-1 t-2 t-3 t-4

PUI -1.17 x 107°%* -1.82x 102 ** 184 x 10° ** 660 x 10*
(-2.452) (-3.883) (-4.003) (-1.420)

Cash flow/Assets 1.46 x 1072 ** 148 x 102 *** 1,45 x 1072 *** 1.42 x 1072 ***
(6.545) (6.661) (6.542) (6.429)

Sales growth 7.06 x 10 7.12 x 10" 7.14 x 10 7.13 x 10"
(1.357) (1.370) (1.372) (1.370)

Tobin’s Q 1.02 x 102 *** 105 x 1072 *** 1,07 x 107 *** 1.04 x 107%**
(3.203) (3.311) (3.362) (3.270)

GDP growth forecast -1.02 x 107 -2.43 x 107 -8.15x 107 3.200 x 10
(-0.217) (0.515) (0.175) (0.069)

Dummy Covid -4.03 x 10° -1.76 x 10 -2.04 x 10 -1.74 x 10
(-0.075) (-0.329) (-0.384) (-0.325)

Obs 27,070 27,070 27,070 27,070

R-squared 0.064 0.065 0.065 0.064

Firm fixed effect Yes Yes Yes Yes

Seasonality Yes Yes Yes Yes

mesyg t + L wanseyalasinatagtuuin | laswadimidle [ = 1,2,3,4 aun15uszanaduuy Firm fixed
effect waziinsmivaunaresgana IneAdudszdnsannisuszsanaauandluussiiausn luvaeiiailuindu

WAAIAN t-statistics Way *, **, *** yapsszautivdrfgisovas 10, 5, uay 1 aua1du

a

NI 4.9 Arduusansuesdusiviinmailiniueunenisidles (PUN daAnauegied
foddnymeadi u szdunudesiu 95 Featuayuanufigiuiin Aanisasvzasvieannisamuas
Tutsiidiaaliuiueumnsnmadiodusedugs uenanddmuin nszuaiuanamnmssiduau uag
Tobin’s Q Asfdanduuinegiaditedday Seasvieulidiui fasrdanienisdusazlenialunis
amududuysiiinadenisindulaasuvesianis aeandesiungufnisasmu (nvestment Q

Theory) wazeuidefinnuniluefin 017 Fazzar et al. (1998) wag Gulen and lon (2016) ag14lsf
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A1 wansAnwlinudn Jadeiugiuneasegiaunniakazaniunisallsadnielifalalsuiany

gyl 2019 fnansenustailiivezrionisinaulaamuresianis

]

AN519% 4.10 NaNsENUY9IANY kUL UNI9INSHIa9NTReNaN1TALRUIINYeINANTS

s e
t-1 t-2 t-3 t-4
PUI 6.96 x 102** 8.17 x 102+ 0.146%** 0.113%*
(2.075) (2.484) (4.458) (3.408)
Cash flow/Assets 13.48 *** 13.47 *** 13.47 *** 13.484 ***
(25.803) (25.793) (25.827) (25.848)
Sales growth 0.751%** 0.751%** 0.750%** 0.749%**
(26.600) (26.601) (26.574) (26.553)
Tobin’s Q 0.550%** 0.548*** 0.545%** 0.546***
(24.283) (24.228) (24.105) (24.116)
GDP growth forecast 7.97 x 107 * 7.90 x 10°* 9.22 x 107 ** 8.53 x 10°*
(-1.805) (-1.805) (2.093) (1.938)
Dummy Covid -0.193%** -0.188*** -0.175%* -0.193%**
(-4.620) (-4.518) (-4.177) (-4.620)
Obs 27,229 27,229 27,229 27,229
R-squared 0.438 0.437 0.438 0.438
Firm fixed effect Yes Yes Yes Yes
Seasonality Yes Yes Yes Yes

w1ekue) t + Lwanstoyalasualagiuuin ¢ lasunaatamidude 1 = 1234 aun15UssIAILUY Firm fixed
effect waziinsmivaunaresgana IneAdudszdnsannisuszsanaauandluussiiausn luvaeiiailuindu

WAAIAN t-statistics Way *, **, *** yapsszautivdrfgisovas 10, 5, uay 1 aua1du

Weliasginansznuvesanuliniueunisnisiliesisenanisaniiuuresian1sdeinlag
U 1 1 a [ 6 t:l' 1 1 ] =) 1 a
RTIEUNARDULNIUARAUNTNEG (ROA) 21nA15199 4.10 Wua1 Auluutueun1snisiilosdsnalts
VINAINANIIA LT U UURIRINTENTTEEIAY WUREITUNTELARUEAIINNITALTILUY 971N
Wulavetwenvisuas Tobin’s Q ddsdAgsuinaenanisatiusueesianis 1 - 4 lasunalu
aunAn luvazAiAmeinsalnisaulanaasygnandulddanansenueg 1alided1Aysonanis
o a dy = dy Y 1 1 6" a dy (% 9] 1
Aiiuay wonni nansAnwdlmdiudn lugianunisallsadawelfalalsuaeiuglva 2019

NANISAMNLINUTDINNS LU TNanaI9INYIIa1UNR
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NaNSANYY19RY wanadenansynuvesadlludueunensiilosindudaduddeyndenale

[ YY) 1

n1sauYeININIsluuT¥nIanzidsuvenaianannindinisusudianaeg19daau wazing
notlassanisdndulavesianisluszezenifsnuidsleesmuinie dansnovauesvesfanisiu
anwazdiuszinuiinsiimudfyluszezenn mszazinalinisveneivesdnenimnisudndias
Ialuszezenn Felnariwan1agsna NSAULATEIRNAIANITHY kaglATYNATaUTEmMAlLNINTIY
[ A Aa v a 4 [J a d'dé{ ] d' 1 1 =
waztunuraulanfanisnduinuilduveswanisanduanunfvulurenaulisuueunianisiiies
[ [y = [ 0 a 1 1 A 1 a 1 1 o a
agluszaugs Fealululadn Aansaiainlutisanlivnfzdmansenudonanisaiiiuauyes
Aan1s JmenewdsunagnsnglussAnsiesnwsyaunanisaniun ulvaenaaeaiuyisuni 1y
nMsUsEndnsunu Mavasuuuainnsansdngds nsvenenainsiidude nsansiedieiilidndu
wsaT1edenmIuALla (Roychowdhury, 2006) v3eRaniseanansmmlsanfanssunlalauain
MsAliveny 919 M5 mteRuamu MsFmigduningands nsndunemseiiowazRudises
Wawrasenilsannisadusuiienavsudlanasilosainnansenuiiuiaintdadenieusn
woNA1nil MWITeUREIUNUI AanstivurlduazuImsiazdnnisiilsludisanldun@iiuannay
WasnwszauNanisaiusuliaiiaue wun1sfine ues Byard et al. (2007) Wi USEndgywIA
ansgowsnilunguanavnssudiduiinisanusaiilsniuanulugiiinmg nsainiggesiauun
a ay S a = v o v X I a a v &
M3t azngsin warluuienss Ramsenalivmnldunnusismlsligaulugidingiielinanndule

fan1sazansaegsenls (Trombetta and Imperatore, 2014)

a o = ] I3 Aa U a
19199 4.11 Naﬂﬁgﬂ/lUsU@\Tﬂ?’]llillLLUUQUV]'Nﬂ’]iLNaQIULL@agaﬂﬂﬂigﬂ@‘UVlllfﬂaﬂ’]'ﬁ@@aﬁﬂﬁ]aﬂnum@fl

A3N1g

. CAPEX (1 lag of PUI)

AU
Protest Martial law Coup Election Reform

PUI -6.25x 10 **  -518x10* ***  325x 10"  -8.06x10* = -3.96 x 10
(-2.370) (-3.201) (-1.105) (-1.472) (-1.238)

Cash 1.45x 102 %% 147 x 102 *** 142 x 102 ** 143 x 102 *** 1,42 x 1072 ***

flow/Assets (6.542) (6.617) (6.418) (6.455) (6.407)

Sales growth  7.22 x 10* 7.37 x 10 7.00 x 10 7.06 x 10 6.82 x 10
(1.387) (1.416) (1.343) (1.357) (1.303)

Tobin’s Q 9.92 x 104 **  102x10%** 1.03x102** 1.01 x 102 ** 1,05 x 102***
(3.110) (3.196) (3.218) (3.172) (3.296)

GDP  growth -1.94x10*  -452x10%  3.68x 10" 5.97 x 10° -5.57 x 10

forecast (-0.042) (-0.097) (0.079) (0.013) (-0.118)
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CAPEX (1 lag of PUI)

AUy
Protest Martial law Coup Election Reform
Dummy Covid -2.45 x 10™ 1.54 x 10 859x10°  -218x10*  -7.46x 107
(-0.456) (0.283) (-0.160) (-0.403) (-0.140)
Obs. 27,070 27,070 27,070 27,070 27,070
R-squared 0.064 0.064 0.064 0.064 0.064
Firm fixed Yes Yes Yes Yes Yes
effect
Seasonality Yes Yes Yes Yes Yes

wnging t + | uanstesalasinatagtuuin I lnsuadmidile [ = 1,2,3,4 aun15uszanabuy Fim fixed
effect uagdin1sAIvANNaveIngNIa IneAduUsyansainnisussanaauanduussinusn Tuvaeiianluiabu

'
o o v

LEAIAN t-statistics way *, **, ** yageseaunedfusesay 10, 5, way 1 a1ua1nu

o

'
aa

Trakarnsirinont et al. (2023) la@nwinansynuvesadluiiueunienisiiesiinesnsidiu
nanoULNURAUNSNEvesRan1sTaanzioulunatandnnnguisussmalnenaznuin sns1au
NARNDULNUABAUNS NI MBUAND IR IAUTENa VY pvaInvnAN L Ly uaun1udlaauangaiy
nanfe asdUsznouiiEITUNTUSUUImIounI9sasuYey (Constitutional reform) finaldeau
fednsarunanouLnusoaundng luvasfinsiUseneuiiisifumsidentdmallsuansosnsiaiy

(%
§ v o v v

NARNDULNUADAUNSNY aTiu BA89vInsAnw I RLLANLA 8t uNavaIndldwUduaunIanNIsilag

[

Uselnneing 9 Nddenisdndulaasunaznanisaniunueedianis famansAnwiianslunisned
4.11 uag 4.12 puanuy
= 3 ! 2/ 1 v a 4 ! v 3 v oA

1NN 4.11 8wl widedudseansiussunamlaanynesdusenauvesnvilaiiy
Liuuuouasiiarfnay uwailiiteanuliwiuauniinisilieiiiigdaeiunsguyuusenag uasnsly
ngssfeuidiaglunisauauaniunisal (Wu ngdenisdn) dwaidsavegsivuddyienis
Andulaaimuuesfianis uazana1snd 4.12 uansliiiudi navesruliudusunisnisided
Neeaiun1suia nsidenss wagn1sujudmaisavegsldediAyonanisaiiuauves
a = o N I Yy W b % = o w
Aans Tuvaeenuldudusumansidlesiiieatosiunsguyuyserng wasnmsldngssdounddny

lumsmuAuan N saindudmaauINAenan1IALEUNUYeNINTS
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A15197 4.12 WansenuaIANulltLuaun1ensiadlunias R UsenauNilnaNaNISALEWIN YYD

nang
. ROA (1 lag of PUI)
AaLkUS
Protest Martial law  Coup Election Reform
PUI 0.125%** 0.102*** -0.048** -0.131%% -0.184%**
(6.719) (8.904) (-2.303) (-3.388) (-8.178)
Cash flow/Assets  13.43*** 13.39%** 13.51%* 13.53%** 13.51%**
(25.757) (25.727) (25.887) (25.905) (25.948)
Sales growth 0.747*** 0.745%** 0.750 0.751 0.740
(26.491) (26.421) (26.566) (26.594) (26.144)
Tobin’s Q 0.555*** 0.550*** 0.550*** 0.548*** 0.563***
(24.499) (24.324) (24.329) (24.219) (24.842)
GDP growth 950 x 10>** 820 x 10°* 508 x 10°  4.75x 10° 2.11x10°
forecast (2.165) (1.875) (1.149) (1.078) (-0.471)
Dummy Covid -0.156*** -0.246*** -0.194%* -0.214%% -0.193%**
(-3.721) (-5.830) (-4.651) (-5.057) (-4.639)
Obs. 27,229 27,229 27,229 27,229 27,229
R-squared 0.438 0.438 0.438 0.438 0.439
Firm fixed effect  Yes Yes Yes Yes Yes
Seasonality Yes Yes Yes Yes Yes

nieng t + L uwantoyalasunatagiuuin | lasinaaiminde | = 1,2,3,4 aun15Usvan@Iuuy Firm fixed
effect uazdin1sAIvANNaveIngNIa IneAduuseansainnisussanaauandluussinusn Tuvaeiialuiabu

WAAIAT t-statistics Way *, **, *** yapsszautivdrfgisovas 10, 5, uay 1 aua1du

InenanisAinuiluefnues Sitthipongpanich (2009) wu31 N1355UsEMSILT W.A. 2549 dina
Beausednimanauwnusedunindlasianziansitimnnistemiedenlsatungumanisies
Wueduiinuin Msufsuardmalisaudenanissdunuvesiansiiinfesnsnaneuunusio
dunsuslun1s@nwilae Trakarnsirinont et al. (2023) wazuinAduusyansvesnialiuiueunia
mMsdlosfinanmsufinssussmaaznisusemaldnguinefiddquitonuauannunisalazdaiia
au usfnuimadinanlififudfgmansusia luvaeiinuinindends dwadsuined wilduey
FONANTITALEUIIUYDININTT

Iﬂaaqﬂawamaﬂw3ﬁﬂwqﬂ§§ﬁﬁasmaﬂﬂiﬁﬂ%ﬂiuaﬁmﬁﬁﬂumwwudwwamaq@aﬁmlﬂuﬂuauqu

nsledluisaresduseney dwadonsdndulaamuiagnansaivauveafianisiuanaeiuly
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uni 5

ajUuazafuseNanIsAne

TUUTIAIANLEBININATEEAR LA 9 TNAFEN15AUVRINIATINY AN LNKILUN
=) < =t d‘ Ao w = o = a ) & Ao

nsleadunildlupnudssiddgiesninonndiundmsasunlangsulsunsoulsunend Ay
917 MsuAlunguue N15USULUABUSRIINE FIUUIUNAINANIZNUAD NARDULNUKATAIULEES
YImaIAvrannIng naonaunisanaulauasnanisaiuundAyren1ngsne aeiu n1sfnu il
TagUszasriiodinsgrinansenuvesntliuiueunnsilosdenatavannindursusemealneia
lusgAunmsnvawmatauwazseauianis nslddeyanatanannsndunslsemalneuas usy¥nan
neiloulunaiandnnsnduralssinalnelugael wea. 2545 83 w.e. 2564 ruawdsaviaauly

wineunanIsdlosfiiamilag Luangaram and Sethapramote (2018)

5.1 ayUnanIsAne

Tusefunmsiunann nansAnwuanddiidiuin (1) lussezdy anulduiuounenisdes
danalinanouununaandnnings anas agnslsing wafenalirestaautn Tuvaeiininull
wiveumeansilesdwaneuiiadnauililianuiurauresansuwmuna g s ngifitann iy
(2) Tuszuzen wanaUUNUABIANAENNSNY RavausslufirnisausdetalausonulalduaunIg
madledlagianzesdusznouiiisatesiunsufiassusems uassansenuazgeanlulasunad 2 -
a Franth wanduiiyraulain anuliwiueuniinisidesfinnainesduseneuiiieadesiunis
Useiandudeafilidfveddydonansuwnunainndnnings waz (3) avulduinounianisdes
dmalvansawsmudsmanasuuunaandnnindiiintulaoenzlumeulndsi o Fsdenndes
funnAnnaneuwnumanTiifnsudsuuladuwiaztiaina nglutidinannmansdnansuuny
mwi’qﬁqmjﬂuﬁmmmmmgﬁu

Tuszduianis wansAnwdlisiudn (1) Aansazanuiovzasnisammuadlug eidaniulsl
uiusumensdlesluseiugs Tuvaedl (2) muldudusunensileosdssaliianistivulifunans
Ffluauiindu Taewudn araliuiveunnainadiesdmadenisdadulaamuresianisluszesi
g1UURY N o8 1 U v'igaﬁymaaLﬁ'aammaé’ﬂwmmmmiaa‘vlusuaqﬁamﬁﬁ'mm%ﬂﬂmmm
Wasuuanidesnidnld sy Aenserssesuudlaiaanumsalldndnatslluds uasiitedsdayayu
IﬁmawﬁuﬁladﬁamiawmmEJ&UJ'iamlmuﬁaaﬁaammaaﬂﬁmmhjLLu'uauqa AIN1T91AUINITIANT
dielnansiiiiunuresiansituiosglussiuiilndifsmondu efansonausudsuzduuy
nsfflunuiionsuaussdomnnisaifiliuuey 917 verenamslidude nsuiuasunmn

N153ndedun nMsaavsenIuAuAliIenegnelagaeiita sudenserdunaUsenaunis NN
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Aanssuildinerdestunisaiiuey Wy MIdmvheRuamu vsensdmeduning [ievnveng
o a A =t [ [ ! Ve = a = a a A A o

nsALiuuianas Fussnuainany aaslesunsAnwiddniuislusunanivetudu

lnwagu nansdnwduandbiiiuisnnuddguesanubiviuounsnisdedveindulede
1@ 9@ A Y LU NAATN T NAADNITNAND UL ULAYAINULE B9UDIHARBULNUAAIANA NS WY LA
Uszinalng sudidsdwmarionsinaulavesusvniaanzileulunaananninduisUsemalnelunis

= = o a vy = & vo &

anviserzaanIsaY Jalvesdaleueiilannnisnylaunsaasulansl

1) AMUAUNIUYBINANBURNUNITAN UL UM NV UANTEAUAN b LU UaUNIS
N1skiles Mty dnamuninsiisedesuaztinamuanity msinsanaanisamulunaiananning
7 Tugaeiliinanuliutueuniinisdes wazarsamuluduninduasndy wu fusUnssguia wie
M99A 1utaIa1Aenan?

2) msidvtnatananning, dn1susustanadluyiassesseanu 2 - 4 lasunasienn sudd
HaNTifoNanaULNUAINYIIYBINTaMY wanidawaduilioswasnuliviuouniinisdesinlinis

[ v ¢ 1 = P S v o o a a '

amulusaiandannindananuitaula uenaind Faduddeddynesuienansenuvesndinull
wiuaunensiilesidsenisamulunesalndlovesinamuvewinewd Jesreaulunisdinwives
Luangaram and Sethapramote (2020) IngynAUdALEEiANEAIERILTHANBNITAIRARUAI)Y
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Abstract

The purpose of this paper is to examine the relationship between
political uncertainty and the Thai stock market. The news-based index of
Luangaram and Sethapramote (2018; 2020) is employed to capture the
dynamics of political uncertainty from the second quarter of 1997 to the
second quarter of 2020. The results reveal interesting evidence. Firstly, market

volatility increases during periods of high political uncertainty. However, the

eff ect on short-run stock returns is insignifi cant. Secondly, stock prices respond

signifi cantly to political uncertainty in the negative direction based on the
vector autoregression (VAR) model. The eff ects are strongest in the second to
fourth quarters. Finally, the fi ndings reveal that political uncertainty pushes
up the equity risk premium, and the impact is strongest at the extreme lower

quantiles of return distributions.
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1. Introduction

In financial economic theory, it is well documented that a
positive relationship exists between risk and returns. Risk-averse investors
particularly require higher returns for holding risky assets during periods of high
uncertainty. Sharpe (1964) classified risks in the financial market into
systematic and unsystematic. Unsystematic risk is firm-specific, mostly caused
by internal factors such as business risk, financial risk, and operational risk.
Unlike unsystematic risk, systematic risk is associated with either the entire
market or a particular segment of it. It is caused by economic, political, and
sociological changes beyond the control of the company which cannot be
eliminated or diversified.

The level of uncertainty is now higher and more important than ever
before, especially in terms of political conflict or economic policy uncertainty.
Governments generally make policy decisions by taking both economic and
non-economic costs into account. These costs are uncertain since market
participants cannot perfectly foresee which policies will be implemented.
According to Henisz (2002), political uncertainty can be defined as risks
principally resulting from government action or, occasionally, inaction.
Changes in government policy for taxation or regulation could lead to changes
in the business environment, movement of capital, corporate decisions, and
corporate performance. Recent studies by Baker et al. (2016) and Pastor and
Veronesi (2012; 2013) revealed that government policy uncertainty had a
significant impact on both the real economy and financial markets.
Specifically, much literature (e.g., Pastor and Veronesi, 2012; 2013)
documented the adverse impact of political uncertainty on stock market returns
and volatility.

Political uncertainty has become prominent, not only in the United
States but also in emerging markets including Thailand. Berkaert and Harvey
(2002) summarized that politics in emerging markets played a significant role
and appeared to be more strongly connected to business and economics than

in developed markets. They also reported that political systems in emerging
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markets were less advanced than in developed markets. Therefore, the political
situation in emerging markets tended to be more unstable. Since the transition
from an absolute monarchy to parliamentary democracy in 1932, Thailand
has undergone several significant political events, such as military coups,
parliament dissolution, national elections, and protests. To date, Thailand can
claim to have experienced the most constitutional changes and ranked among
other countries with the highest number of coups.

So far, most of the literature in Thailand has documented the impact
of Thai political uncertainty on its economic activities (e.g., Goswami &
Panthamit, 2020) and Thai financial markets (e.g., Khanthavit, 2019; Lumjiak
etal., 2014; Rujirarangsan & Chancharat, 2019). However, these studies were
based on the analysis of the event study framework and regression model with
political events used as exogenous variables. Such methodologies are limited
since they do not show the dynamic relationships between the stock market
and the evolution of political risk perceived by the market over time.

To gain a deeper understanding, the key contribution of this paper is
to comprehensively investigate how political uncertainty affects the Thai stock
market over time. This paper uses the Thai political uncertainty index (PUI)
developed by Luangaram and Sethapramote (2018; 2020) to reveal the degree
of political uncertainty over time. PUI is a novel, news-based index proposed
by Baker et al. (2016). This index reflects the frequency of political-related
words in news articles. Specifically, increasing the news coverage on political
uncertainty resulted in a high index level, indicating high market perception
and generating more uncertainty about government action and inaction. The
PUI is then used in regressions with Thai stock market returns and conditional
volatility to examine the short-run relationship. The VAR model is also
employed to examine the long-run relationship. A final investigation is to check
whether political uncertainty is priced through a quantile regression.

The results revealed interesting evidence. Firstly, the Thai stock
market’s conditional volatilities were found to significantly increase during

periods of high political uncertainty, although it did not have a short-run
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effect on Thai stock market returns. Secondly, unlike the short run, stock
prices responded significantly to political uncertainty in a negative direction.
These findings were consistent with the common belief that political risk has a
long-run adverse impact on the stock market. The linkage between the equity
risk premium and political uncertainty was also examined. Political uncertainty
was found to trigger the equity risk premium, with the impact being strongest
at the extreme lower quantiles of return distributions, i.e., downside risk.
The remainder of this paper is organized as follows. Section 2
reviews the relevant literature. Section 3 presents the econometric models and
summarizes the data used in this paper. The results are presented in Section 4,

and the conclusion is provided in Section 5.

2. Literature Review

Politics can exert a significant influence on the performance of
financial markets. In this section, the definition and measurement of political
uncertainty are reviewed. This is followed by an explanation of the linkage
between political uncertainty, real economy, and the stock market, and lastly,

a summary of Thai politics and the Thai stock market.

2.1 Political uncertainty

In general, political uncertainty refers to a situation in which political
instability could adversely affect the economic environment such as investment
opportunities and the outlook for economic growth (Henisz, 2002). From the
investment perspective, political uncertainty could arise from unexpected
government actions such as a change in the trade and investment policy by
controlling capital mobility or intervening in exchange rates. Such political
uncertainty can therefore pose a significant risk to investment portfolios.

To analyze the impact of political uncertainty, the risk needs to
be measured quantitatively. Previous studies typically use major political
events such as national elections (e.g., Niederhofer et al., 1970; Khanthavit,
2020), dissolutions of parliament (e.g., Nimkhunthod, 2007), and coups (e.g.,
Geyikei, 2017; Lumjiak et al., 2014; Lumjiak et al., 2018; Khanthavit, 2019)
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since the event date and market response can be examined through event study
methodology. Additionally, the impact of political uncertainty is examined in
a regression-based framework where political uncertainty is proxied by risk
rating.

With the rapidly growing literature on text search methods, Baker et al.
(2016) proposed a novel economic policy uncertainty (EPU) index to capture
the market concerns reflected in news articles. This index showed a strong
correlation with the CBOE Volatility Index (VIX) and revealed a significant
response to events involving major policy concerns such as the Gulf War and
presidential elections. Similar news indices have been developed in other
studies such as the partisan conflict index (Azzimonti, 2018) and the policy
uncertainty index for the U.S. (Shoag & Veuger, 2015). The main advantage
of a news-based index is that it reveals how the market perceives political
uncertainty over time. In the case of Thailand, Luangaram and
Sethapramote (2018) constructed the political uncertainty index (PUI) based on the
methodology used by Baker et al. (2016). The movement of the news-based
index (i.e., PUI) could provide insight into the political uncertainty level in
Thailand over time.

2.2 Political uncertainty, real economy, and the financial market

In times of trouble, governments typically intervene in the
market via economic policy such as tightening the monetary policy by
raising a key interest rate to control inflation. However, market participants
cannot fully know in advance exactly how and when the policy will be
implemented. Large uncertainty can delay consumption and investment decisions,
causing economic slowdown, firms’ profitability to shrink, threats to investors’
sentiment, and asset prices to decline. Prior studies often relate political
uncertainty to economic activity such as foreign direct investment (e.g., Julio
& Yook, 2016; Luangaram & Sethapramote, 2020), real output (e.g., Alesina &
Sachs, 1988), trade flows (e.g., Goswami & Panthamit, 2020), and investment
(e.g., Luangaram & Sethapramote, 2018). The majority of studies revealed that

political instability was often associated negatively with economic activities.
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These findings could be explained by several theories such as the political
business cycle suggested by Nordhaus (1975) whereby politicians might
alter policies before elections, leading to economic fluctuations. The partisan
theory developed by Hibbs (1977), an alternative approach, argued that policies
were predetermined by ideology. Specifically, left-wing parties were more
concerned about unemployment than inflation. He reported that Democratic
administrations were more likely to implement expansionary policies than
Republican administrations. Similarly, Chappell and Keech (1986) found that
the average inflation rates under Democratic administrations were higher than
under Republican administrations. Hence, economic fluctuations occur because
of policy change when opposite parties win the election.

Apart from political-economy and economic literature, several
studies have turned their attention to the interplay between politics and financial
markets, particularly stock markets. The determinants of stock market returns
and fluctuations have posed a long-standing puzzle for financial economists.
Shiller (1981) documented that the volatility of stock prices was too volatile
to be explained by rational dividend discount models. Following Chen et
al. (1986), macroeconomic uncertainty, including political risk, could affect
asset prices through two channels: expected cash flows and discount rates.
Unpredictability in government policies might threaten the profitability of
firms and cash flows due to shifts in consumer demand. Péstor and Veronesi
(2012) developed a model and predicted that the stock market will fall when
political uncertainty is high. In addition, significant political uncertainty
made stock returns more volatile and correlated, especially during weak
economic conditions. Because political uncertainty typically affects businesses
at large, it is therefore considered a systematic risk. For this reason, investors
demand a higher equity risk premium to compensate for uncertainty on the
outcomes of political policy. Pastor and Veronesi (2013) developed a general
equilibriummodel and explained that stock returns were driven by economic shocks,
political shocks, and firm-specific shocks, with the latter not being priced

because they could be eliminated via diversification. They also showed that
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the effects of political risk on equity risk premiums were state-dependent.
Specifically, policy change was more likely in weak economic conditions, and
therefore, the higher equity risk premium was mainly driven by political shocks.

Numerous researchers have attempted to empirically test whether
politics have any impact on financial markets. Niederhoffer et al. (1970) and
Herbst and Slinkman (1984) documented that politics caused stock prices
to move to reflect the expectation of the U.S. presidential election results.
Santa-Clara and Valkanov (2003) related the average monthly returns to
the governing party and found that stock market returns were higher during
Democratic-led administrations after controlling for differences in the business
cycle. Without assuming the election result was known ex-ante, Li and Born
(2006) applied the public opinion poll and found evidence to support the causal
link between political uncertainty and stock returns. Gao et al. (2019) found that
municipal bond yields rose around U.S. gubernatorial elections, while Kelly et
al. (2016) revealed that option market investors were willing to pay higher option
premiums around the U.S. national election and also confirmed that the political
risk was priced by market participants.

Thus far, most studies reviewed have been conducted on the U.S.
stock market. This may be because it is one of the most influenced global
equity markets. Moreover, the political system in the U.S. is relatively more
straightforward than in many other countries. However, the research results
obtained for the U.S. may not be easily generalizable in the international
context. Interestingly, many papers reveal political uncertainty to have a
greater impact on emerging markets than developed markets (e.g., Berkaert &
Harvey, 2002; Bilson et al., 2002; Erb et al., 1996). Berkaert and Harvey (2002)
reported that the political system in emerging markets was less advanced than
in the developed markets; therefore, politics in emerging markets was more
strongly intertwined with business and economics than in developed markets. In
some countries, the political risk was not limited to the uncertainty of national
election results and comes in the form of a revolutionary movement, parliament

dissolution, street protest, and military coup. For example, Bautista (2003)
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found that conditional market volatilities were positively related to major
political and economic events in the Philippines. Likewise, Acemoglu et al.
(2018) showed the adverse impact of street protests, such as the Arab Spring,
on Egyptian stock market returns. Given that political unrest is still prevalent,
particularly in emerging markets including Thailand, this study hypothesizes
that political uncertainty influences the behavior of the Thai stock market.
Therefore, the political situation remains a significant risk factor in explaining

variations in the equity risk premium.

2.3 Evolution of the Thai political system and Thai stock market

The Thai political system revolution began in 1932 when Thailand
transitioned from an absolute monarchy into a parliamentary democracy. Unlike
the two-party system in the U.S., Thailand has proportional representation,
where the government is formed by multi-part coalitions. Therefore, with the
mix of parties in a coalition government, it is more difficult to predict future
policies that can have important implications for financial markets.

The Stock Exchange of Thailand was established in 1975. Like other
emerging markets, the Thai stock market has been one of the most popular
investment destinations for years. However, coups are frequent, and the
country’s ranking in terms of political stability is poor (Lumjiak et al., 2018).
Despite the high political uncertainty in Thailand, previous studies on the
relationship between political events and the Thai stock market are still limited.
Nimkhunthod (2007) studied the average reaction of stock returns to political
events between 1975 and 2006 and found positive abnormal returns over a
one-week period before and after elections. Khanthavit (2020) also reported
that the Thai stock market reacted significantly and positively to the 2019
national election. Besides the stock market reaction to the national election,
Nimkhunthod (2007) documented a negative abnormal return on the first trading
day after a coup; however, the coup exerted a temporary negative shock and then
boosted the market over a longer period. This finding was consistent with that
of Lumjiak et al. (2014) who found initial adverse reactions in the Thai stock

market to the 2006 coup, but the effects were transient and quickly reversed.
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Kongprajya (2010) focused on the impact of political news on
stock returns and volatility. Using data obtained during the 2006 coup, she
classified political news into good and bad. The response of stock market
returns to the coup was insignificant, but the volatility rose significantly.
Specifically, the asymmetric impact of political news on stock market volatility was
documented. Unfavorable political news exerted a greater increase in stock
volatility than the same amount of favorable political news. Lumjiak et al. (2018)
extended the work of Lumjiak et al. (2014) by including the 2014 coup in their
study, revealing that once again, the coup exerted a short-term impact on the
Thai stock market. Both coups increased average market returns and reduced
market volatility. Their findings were counter to the common belief that since
the coup was associated with political uncertainty and instability, it would
have a negative effect on the stock market. This may be due to the Thai-style
political context (Lumjiak et al., 2018).

With the frequency of coups and constitutional changes, the
analysis between political uncertainty and the stock market in Thailand becomes
exceptionally interesting. Sethapramote (2021) recently analyzed the impact
of economic policy and political uncertainty on the real sector and stock
market in Thailand by using several risk proxies such as the global economic
policy uncertainty (EPU) index (Baker et al., 2016), the partisan conflict index
(Azzimonti, 2018), and the political uncertainty index (Luangaram &
Sethapramote, 2018). He found a significant drop in stock market returns
when political uncertainty increased. To the researcher’s knowledge, no
comprehensive studies exist on the dynamic relationship between political
uncertainty and the Thai stock market applying the text-based index proposed
by Baker et al. (2016). Therefore, it is worthwhile examining how the Thai
stock market responds to the evolution of political uncertainty over the short

and long term.
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3. Data and Methodology

3.1 Data

To quantitatively capture the degree of political uncertainty in
Thailand, the political uncertainty index (PUI) computed by Luangaram and
Sethapramote (2018, 2020) according to the methodology of Baker et al. (2016)
is used in this paper. The PUI is a scaled frequency count of news articles on
Thailand’s political-related words. Specifically, the PUI is constructed using
five components of equal weight: (1) major political protests by conflicted
groups (PROTEST), (2) implementation of Emergency Decrees such as
martial law (MARTIAL), (3) severe events such as coup (COUP), (4) changes
of government under the constitution, e.g., national elections or dissolutions
of parliament (ELECTION), and (5) changes in rules and political structures,
e.g., political reform or constitution amendments (REFORM).

In this study, the data spans from the second quarter of 1997 to the
second quarter of 2020. The stock market index (SET) and market dividend
yield (DY) are retrieved from Reuters Eikon, while the macroeconomic
variables (GDP) are collected from the National Economic and Social
Development Council (NESDB). The fear index (VIX) data are collected from
the CBOE database.

3.2 Methodology
In this section, the econometric methodology is outlined to examine

the relationship between political uncertainty and the Thai stock market.

3.2.1 Political uncertainty and stock market return and volatility

Several studies have documented that stock prices react negatively
to political risk. Political uncertainty affects stock prices via firms’ potential
cash flows and investors’ required rate of return. For example, Erb et al. (1996)
and Smales (2021) found that during a period of high political uncertainty,
risk-averse investors decided to sell their riskier assets, leading to a price drop
and thus resulting in lower contemporaneous returns. In addition, Pastor and

Veronesi (2013; 2021) showed that stock markets were more volatile when
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political uncertainty was high.

To investigate the short-run impact of political uncertainty on the stock
market, the GARCH(1,1) model with the data in the first-differenced form is
used for estimation and includes the PUI in both mean and variance equations.
The VIX is also included as a control variable to capture the impact of external

shocks on the Thai stock market. Hence, the following models are estimated.
AInSET, = Olggp + v,AINSET_; + v, AInVIX; + y,AInPUI, + ¢,

he = O + w12, + wyhe_g + W3AINVIX, + w4 AINPUI,

where AInSET, is the logarithm stock market returns calculated from
the quarterly-ended SET index, AinVIX, is the changes in the volatility index,
and AInPUI, is the changes in the political uncertainty index. In addition, is
the heteroskedastic conditional variance correlated with the lagged error terms
and conditional variance.

According to previous literature, we expect y, < 0 and o, which
indicate that political uncertainty has a negative impact on contemporaneous
stock market returns and a positive impact on stock market volatility,
respectively.

3.2.2 The long-run impacts of political uncertainty on the stock market

Besides the short-run effects of political uncertainty, the long-run
effects are also investigated for the fundamental determination of stock
markets. Several studies have noted that the impact of political uncertainty
on the stock market was conditional on economic conditions (e.g., Pastor &
Veronesi, 2013). However, the complexity of the interaction between the
financial market, real economy, and political uncertainty makes it difficult
to impose suitable structures for modeling the transmission mechanisms of
political uncertainty shocks. Therefore, the Vector Autoregressive (VAR)
model with the data in the level form is employed to investigate the dynamic
relationship among political uncertainty, economic conditions, and the stock
market. The standard VAR model can be written as follows:
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p

i=1

where Y =[In(PUI), In(GDP), In(SET)]. The number of lags included
in the model is determined by the Schwartz Information Criteria (SIC).

The impulse response functions (IRFs) are computed to investigate
the response of real output and the stock market to shocks from political
uncertainty. To avoid imposing restrictions on the order of response among
variables, i.e., the Cholesky order, the generalized impulse response (GIRF)
is applied in this study.

3.2.3 Political uncertainty and the equity risk premium

Finally, the fundamental linkage is explained between political
uncertainty and the stock market based on the asset pricing model. Since
political uncertainty represents the systematic risk factor, investors demand
a higher equity risk premium on their investment in compensation for
bearing such risk, especially during weak economic conditions (Pastor and
Veronesi, 2013). Based on Australian data, Smales (2021) reported a positive
relationship between equity risk premium and economic policy uncertainty.
A recent study by Duangchaiyoosook and Kilenthong (2022) found that Thai
equity risk premium can be significantly explained by both short-run and
long-run risks. However, their findings revealed that economic uncertainty has
only marginal explanatory power.

Several studies have found evidence to support the time-varying
pattern in the equity risk premium based on predictive regression such as those
conducted by Fama and French (1989) and Cochrane (2005), who reported that
market dividend yield could be used as a predictive variable. Nevertheless,
modelling the time-varying pattern poses various problems, especially when
using the conventional ordinary least squares (OLS) method. This technique
can sometimes misrepresent the true relationship between risk factors and
stock returns, especially when the return distribution is abnormal. For example,
using the OLS regression, Chevapatrakul et al. (2019) found weak evidence

of stock return predictability and subsequently applied quantile regression to
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examine the asymmetric association between risk factors and excess stock
market returns. Their results suggest that return predictability varies depending
on its location in the return distribution. Therefore, modelling risk and returns
using quantile regression appears to be more appropriate than the application of
conditional mean methods. Recently, Smales (2021) applied quantile regression
to estimate the relationship between economic policy uncertainty and equity
risk premium. His results confirmed Pastor and Veronesi’s (2013) model in
which the positive relationship between political uncertainty and equity risk
premium is stronger in the lower quantile of return distribution.

According to the aforementioned results, quantile regression is used
in this study to examine the time-varying effects of political uncertainty on

the equity risk premium. The following model is estimated,
QT(Rett+1’t+h|Xt) = 0(1- + BTAIHPUIt + GTDYt + STAIDGDP»[ + yTRett't_'_h_l + et,
where r (-) is the conditional quantile function and

1=0.05,0.10,...,0.90,0.95. Ret

and 8 quarters following quarter t.

1.4 18 the excess market returns over h =1, 2,

The cumulative return on the value-weighted market portfolio over month t+1
through t+h subtracting the cumulative returns on one-month T-bills represents
the equity risk premium. According to previous literature, 5 > 0 is expected,

meaning greater political uncertainty requires a higher equity risk premium.

4. Results

4.1 Preliminary analysis

Figure 1 plots the quarterly political uncertainty index of
Thailand. The index shows the evolution of market perception toward political
uncertainty over time. As can be observed, the index shows clear spikes around
major political events, e.g., the dissolution of parliament in 2000 and 2006,
the protests from 2005-2006 that led to a military coup in 2006, the conflict

between “red shirts” and “yellow shirts” which worsened in late 2008, the
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blockade of airports in 2008, the 2010 political crisis caused by a downturn in
Bangkok which led to a military crackdown and the death of 87 people, and the
protests from 2013-2014 that led to the coup in May 2014. While the political
uncertainty index has declined significantly since 2014, more recent protests
have been ongoing since early 2020. The protesters, mostly young, are out on
the streets to demand the resignation of Prime Minister Prayuth Chan-o-cha,
constitutional changes, and reform of the monarchy under the constitution.
Figures 2 and 3 plot the political uncertainty using the key
economic indicators of GDP growth and the SET index, respectively. The
political uncertainty index tends to fluctuate more than GDP growth as indicated
in Figure 2. The Thai economy grows at a relatively slow rate, less than 5%
quarter-over-quarter since 1997; GDP growth reached the highest level of 9.4%
in the first quarter of 2012 and the lowest level of -9.90% in the second quarter
of 2020. In comparison with the political uncertainty index, the SET index
experienced several drops, corresponding with the rise in political uncertainty.
For instance, the Thai stock exchange fell after the 2014 coup, whereas other

Asian equity markets rose that day.

Figure 1. Political uncertainty index of Thailand
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Note. Indices reflect the scaled quarterly counts of newspapers containing the Thailand’s politics-related words. The
political uncertainty index (PUI) is constructed with five equally weighted components: protest, martial, coup, election,
and reform. The series runs from 1997Q2 to 2020Q.
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Figure 2. Political uncertainty index and GDP growth
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The Augmented Dickey-Fuller (ADF) test is applied to check the
stationarity of the variables used in this study. Table 1 indicates that the null
of a unit root of all variables can be rejected at their first differences — I(1),
except the market dividend yield which contains no unit root at its level — I(0).
Therefore, the market dividend yield at level and other variables at their first
difference are used in the GARCH(1,1) estimation, and quantile regression
while all level variables are used in the VAR model to explore the long-run

dynamic relationship.

Table 1. Unit root test

PUI SET GDP VIX
-9.867%** -60.771%%* -6.860%** -10.848%**
PROTEST MARTIAL coup ELECTION REFORM
-10.341%** -24.368%** -9.730%** -0.985%** -14.699***

Note. All variables are in the first difference. ADF statistics are reported and **, *** indicate significance at the 5% and
1% level, respectively.

4.2 Empirical findings

4.2.1 Political uncertainty and stock market returns and volatility

The short-run effects of political uncertainty on stock market returns
and volatility are examined through the estimation of mean and variance
equations in the GARCH(1,1) model, respectively. The results are presented
in Table 2.

As can be seen from Table 2, a change in the volatility index (A In V IX,)
is the key factor influencing Thai stock market returns. Political uncertainty
has a negative impact on Thai stock market returns, but the effect is statistically
insignificant except for political uncertainty resulting from severe events, such
as military coups (COUP). Based on the univariate regression omitting the
control variables, Smales (2021) found a strong negative relationship between
Australian EPU and stock market returns, but the results were weaker when
control variables were included in the regression. Therefore, the possible

explanation of marginal evidence on return reaction to political uncertainty
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is that some of the policy information is closely related to the information
contained in control variables.

Table 2. Political uncertainty and stock market returns and conditional

volatilities

Variables PUI PROTEST MARTIAL COUP ELECTION REFORM

Mean equation: INSET; = aggr + Y1 AIMSET,_1 + v, AInV IX, +y3AInPUI, +

gy 0.018 0.000 0.017* 0.011 0.013 0.016*
(0.174) (0.991) (0.074) (0.286) (0.361) (0.065)

7 0.299%%%  (0255%%% (. 170%*  0306%** 0.135 0.273%%
(0.008) (0.000) (0.027) (0.002) (0.167) (0.002)

7, 0.205%F% Q. 186*FF  0227%EE  _Q2]8kkk  _(258%kE () 230%k
(0.001) (0.000) (0.000) (0.000) (0.001) (0.000)
7, -0.068 -0.011 20.001  -0.041%* 0.016 -0.016
(0.214) (0.357) (0.724) (0.019) (0.748) (0.442)

Variance equation: hy = aj, + w e 1 + whi_q + w34V IX, + w,Aln P UI,

a, 0.003* 0.000%*%** 0.003%** 0.002%%* 0.005%** (0,00]***
(0.079) (0.000) (0.001) (0.024) (0.006) (0.000)
o, 0.096 -0.014 0.011 0.207 0.010 -0.038
(0.356) (0.696) (0.705) (0.137) (0.675) (0.408)
o, 0.580%**%* 0.900%*%** 0.560%**  (0,519%**  (,555%**  (),923%%*:*
(0.002) (0.000) (0.000) (0.000) (0.000) (0.000)
o, 0.017* 0.001 0.006 0.008 0.025%%* 0.007%*
(0.071) (0.395) (0.234) (0.122) (0.030) (0.021)
o, 0.160%%** 0.004%*3%* 0.003%**  (,007%** 0.011** 0.002
(0.004) (0.000) (0.004) (0.001) (0.031) (0.458)
R-sqaured 0.176 0.198 0.233 0.230 0.243 0.193
Log 96.350 105.227 89.179 101.021 88.868 99.748
likelihood

Note. Numbers in parenthesis are p-values, while *, ** and *** indicate significance at 10%, 5%, and 1% level, respec-
tively. PUI is the political uncertainty index, constructed by Luangaram and Sethapramote (2018) and consists of five
subcomponents: (1) major political protests or riots (PROTEST), (2) implementation of Emergency Decree or Martial law
(MARTIAL), (3) severe events, e.g., coup (COUP), (4) changes of government under constitution (ELECTION), and (5)
changes in rules and political structures (REFORM).



244 -« Southeast Asian Journal of Economics 10(3), December 2022

The findings of this study reveal that political uncertainty and its
components, except for REFORM, have a positive impact on the Thai stock
market’s conditional volatility. These results corroborate the empirical evidence
discussed in Pastor and Veronesi (2013) and Smales (2021) who showed that
stock market volatility rose significantly during high political uncertainty. In
summary, Thai political uncertainty leads to a fall in stock prices and a rise in
volatility over the short run.

4.2.2 Political uncertainty, the macroeconomy, and stock market over
the long run

The long-run dynamic relationship among political uncertainty,
economic conditions, and the stock market is examined via the VAR model with
the variables in their level form. The VAR model consists of two lags based
on minimizing the SIC criteria. The generalized impulse response function of
shocks to political uncertainty is calculated and shown in Figure 4.

As can be seen in Figure 4 (a), the Thai stock market responds strongly
to political uncertainty in the negative direction, and the impacts reach the
maximum level within two quarters. However, the patterns of response are
different in each dimension of political uncertainty. The results in Figure 4
(d) show that the stock market rapidly responds to extreme unexpected events
such as a coup. The evidence from Lumjiak et al. (2014) also showed an
immediate response of the Thai stock market in a negative direction to the 2006
coup. Apaitan et al. (2022) explained that the stock market suffers a fall faster
than the real economy because this kind of uncertainty affects the financial
market before transmitting to the real economy. Since a coup creates the highest
uncertainty on the Thai stock market, foreign and domestic investors rapidly
re-balance their portfolios by moving toward safer assets, also referred to as
the flight-to-quality phenomenon.

In addition, the stock market responds negatively to political
uncertainty resulting from national elections and political reform but in a
relatively longer period when compared with the response to a coup. Since
the election process and political reform take considerable time to complete,

the response of the stock market to these types of uncertainty is prolonged.



Suthawan Prukumpai, Political Uncertainty and the Thai Stock Market « 245

The response time in this study (two to four quarters) is comparable to the
response time of economic activities, i.e., GDP, consumption, and investment,

to political uncertainty as reported by Luangaram and Sethapramote (2018).

Figure 4. Impulse — response function of the political uncertainty shocks to

stock markets
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red dotted lines represent response and 90% confident interval, respectively.
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Interestingly, protests yield a negative but insignificant effect on the
Thai stock market, as shown in Figure 4 (b). Moreover, Figure 4 (¢) indicates
that the Thai stock market responds insignificantly to political uncertainty
arising from the implementation of emergency decrees or martial law in a
positive direction.

4.2.3 Political uncertainty and the expected risk premium

Quantile regression is used to estimate the impact of political uncertainty
on the equity risk premium. The values of the estimated quantile regression
slope parameter are reported in Table 3. For comparison, the values of the
estimated OLS slope coefficient are also reported in the first row.

The OLS regression results reveal a lack of return predictability for
both political uncertainty and market dividend yield over all forecast horizons.
As mentioned earlier, the mean regression summarizes the average relationship
between the independent variables and dependent variable which does not
allow the relationships to differ across various market conditions. The average
effect is an important feature to examine; however, quantile regression provides
a more comprehensive picture since it could reveal the effects of political
uncertainty on the equity risk premium under different market conditions, e.g.,
bearish (low quantile), normal (medium quantile), or bullish (high quantile).

Focusing on the quantile regression results, the statistics in Table 3
indicate the following. Firstly, political uncertainty is found to strongly predict
the expected risk premium at the one-year forecast horizon. For instance, equal
to 0.341 when h = 4 implies a one-standard-deviation increase in political
uncertainty causes an increase of 34.1% per annum in a four-quarter ahead
excess market return. Secondly, market dividend yield is also found to
strongly predict the expected risk premium at the one-year forecast horizon. More
importantly, the impact of political uncertainty and market dividend yield on
the one-year ahead equity risk premium are strongest at the extreme lower
quantiles of the return distributions. The impact of political uncertainty is
significant only when . In addition, beyond the median, the impact of market

dividend yield on the equity risk premium completely disappears since the
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estimated coefficient is no longer statistically significant. These results are
consistent with the empirical evidence discussed in Chevapatrakul et al. (2019),
who show that excess stock market return has the strongest predictive power
at the lower quantiles for forecast horizons up to one year. The results also
corroborate the evidence of time-varying equity risk premium, with the risk
premium being larger during bearish rather than bullish periods.

Besides the effects of overall political uncertainty, its impact on each
component of the equity risk premium is also considered in this study. Figures
5, 6, and 7 display the coefficients from the quantile regressions with each
component of political uncertainty for the first, fourth, and eighth quarters
ahead of predictive stock return regression. The empirical results show that the
expected stock return only reacts strongly to political uncertainty in the case of
fourth quarter expected returns. When considering each dimension of political
uncertainty, elections and reform have the strongest impacts on expected stock
returns. Moreover, the effects of political uncertainty are found to be stronger
at the left tail of the stock return distribution than at the right. The expected
return responses are strongest in the extremely negative condition, i.e., in the
fifth and tenth quantile regression (q = 0.05; q = 0.1). The results from the
median regression (q = 0.5) indicate that the coefficients are close to zero and
not statistically significant. Hence, a “median” level of political uncertainty
is apparently not a major concern for investors. When considering the results
at the right tails, the estimated coefficients were found to be statistically
insignificant due to the high standard errors of the estimated coefficients. These

results suggest that investors’ responses to political uncertainty are inconsistent.
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Table 3. The results of quantile regressions on the equity risk premium

Q.(Retyyq+n|Xe) = o + BrAINPUL, + 0,DY, + 8,AInGDP; + y,Rety4n_1 + €y,

Political uncertainty () Dividend yield (6)
h 1 2 3 4 8 1 2 3 4 8
OLS -0.042 -0.024 -0.002 0.032 -0.048 -0.032 0.011 0.024 0.037 0.035
(0.052) (0.078) (0.098) (0.082) (0.098) (0.020) (0.021) (0.030) (0.029) (0.042)
0.05 0.150 -0.142 0.131  0.341***  -0.021 -0.026 0.023 0.001 0.048* 0.029
0249) (0.182) (0234) (0.105) (0.172) (0.033) (0.049) (0.042) (0.028) (0.042)
0.10 -0.146 -0.038 0.073  0.276**  0.063 -0.029 0.026 0.025  0.066*%*  0.245
(0.139) (0.157) (0.174) (0.012) (0.132) (0.034) (0.025) (0.035) (0.029) (0.032)
0.20 -0.097 0.026 0.055 0.194 0.128 -0.015  0.042* 0.052**  0.035 0.003
(0.095)  (0.088) (0.086) (0.121) (0.107) (0.031) (0.022) (0.026) (0.034) (0.033)
0.30 0.004 -0.038 0.041 0.084 0.037 -0.004 0.010 0.046 0.042 0.007
(0.086) (0.060) (0.076) (0.096) (0.070) (0.030) (0.026) (0.028) (0.032) (0.034)
0.40 -0.028 0.012 0.038 0.060 0.012 -0.008 0.001 0.037  0.053**  0.006
(0.074) (0.057) (0.094) (0.090) (0.071) (0.030) (0.025) (0.030) (0.025) (0.037)
0.50 -0.051 0.032 0.058 0.012 0.015 -0.005 0.001 0.045 0.046* 0.009
0.064) (0.058) (0.104) (0.093) (0.071) (0.031) (0.026) (0.032) (0.026) (0.040)
0.60 -0.053 0.022 0.115 -0.027 0.017 -0.001 0.004 0.055 0.026 -0.002
0.064)  (0.063) (0.088) (0.078) (0.075) (0.034) (0.031) (0.035) (0.029) (0.041)
0.70 -0.024 -0.005 0.120 0.026 0.027 -0.010 -0.026 0.012 0.032 -0.019
(0.061) (0.083) (0.096) (0.066) (0.090) (0.040) (0.035) (0.044) (0.031) (0.045)
0.80 -0.030 0.099 0.097 0.076 -0.018 -0.042 -0.018 0.016 0.034 0.003
0.076) (0.018) (0.111) (0.086) (0.125) (0.040) (0.042) (0.046) (0.036) (0.049)
0.90 -0.034 -0.001 -0.120 0.011 0.073 -0.059 0.003 0.054 0.036 0.035
0.087) (0.182) (0.023) (0.225) (0271) (0.037) (0.050) (0.061) (0.058) (0.073)
0.95 0.035 -0.229 -0.304 -0.494 -0.659 -0.045 0.028 0.071 -0.001 0.040
(0.126) (0.246) (0335) (0354) (0.417) (0.345) (0.056) (0.101) (0.062) (0.070)

Note. The quantile regression is estimated when and h = 1, 2, ...,4, 8 quarters. The standard errors are shown in the

parentheses. Statistical significance at the 10%, 5%, and 1% levels are indicated by *, **, and ***, respectively.
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Figure 5. Quantile process estimation (one-quarter forecast horizon)
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Note. The slope parameters of PUI and its five subcomponents: protest, martial, coup, election, and reform. The quantile
regression is estimated when and h = 1. The 90% confidence intervals are depicted by the dotted line in the plots.

Figure 6. Quantile process estimation (four-quarter forecast horizon)
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Note. The slope parameters of PUI and its five subcomponents: protest, martial, coup, election, and reform. The quantile
regression is estimated when and h = 4. The 90% confidence intervals are depicted by the dotted line in the plots.
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Figure 7 Quantile process estimation (eight-quarter forecast horizon)
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Note. The slope parameters of PUI and its five subcomponents: protest, martial, coup, election, and reform. The quantile
regression is estimated when and h = 8. The 90% confidence intervals are depicted by the dotted line in the plots.

The political uncertainty is relevant to the equity risk premium only
during a bearish market; we then repeat the earlier analysis by introducing
the dummy variable to capture different market conditions. We follow the
methodology of Smales (2020) to investigate the nonlinearity between political
uncertainty and expected returns using the state variables as an interaction
term. Because a government is more likely to replace existing policies when
the economy is weak and political instability is high, two dummy variables are
constructed to represent market conditions. First, the economic state variable
is considered a recession state (equal to one) when GDP growth is negative
for two consecutive quarters. Second, the prevailing PUI state variable is
determined by the level of political uncertainty. The dummy variable is set to
be equal to one when PUI is beyond the 95 percent quantile (PUI > 179). The
results are summarized in Table 4.
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Table 4. The results of dummy variable regression on the equity premium

Retey t+n = a + B;AlnPUI; + B,AInPUI, * States + 6DY, + SAInGDP; + yRet; 11 + €¢

Panel A: Recession
h 1 2 3 4 8
constant 0.070 -0.041 -0.093 -0.102 -0.041

0.064)  (0.061)  (0.071)  (0.075) (0.095)
-0.044 0.012 -0.021 0.056 0.052

(0.061)  (0.066)  (0.073)  (0.059) (0.047)
-0.043 -0.169 -0.005 -0.113 -0.348

(0.161) (0.230) (0.305) (0.276) (0.344)
Panel B: High level of prevailing political uncertainty
constant 0.072 -0.042 -0.090 -0.107 -0.053

(0.062)  (0.026)  (0.060)  (0.080) (0.107)
-0.090 -0.071 -0.047 0.029 -0.072

0.055)  (0.073)  (0.075)  (0.090) (0.091)
0.202%* 0.198 0.151 -0.010 0.186*

(0.089)  (0.125)  (0.149)  (0.106) (0.104)

Note.h=1,2, ...,4, 8 quarters. The standard errors are shown in the parentheses. Statistical significance at the 10%, 5%,
and 1% levels are indicated by *, **, and ***, respectively.

Panel A shows the effect of economic conditions. The interaction
term is not significant in every model, indicating that the relationship between
political uncertainty and equity risk premium during the recession is not
different from that of the normal period. The coefficients estimated using
a prevailing level of PUI reveal a different story. The coefficients of the
interaction term in Panel B are positive and significant for one-quarter and
eight-quarter ahead equity risk premium models. These imply that higher political
uncertainty leads to higher equity risk premium especially when prevailing political
uncertainty is at the highest level. Together, the results confirm a different
response of equity risk premium to political uncertainty depend on the market

conditions.
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5. Conclusions

Politics play a vital role in financial markets, especially in
emerging economies. With Thailand having the highest number of coups in the
Southeast Asia region and the tension caused by political uncertainty
remaining high, the analysis between political uncertainty and the Thai stock
market becomes exceptionally interesting. Specifically, this paper focuses on
how political uncertainty could impact the behavior of the Thai stock market.
To measure the evolution of political uncertainty over time, this study uses the
political uncertainty index (PUI) constructed by Luangaram and Sethapramote
(2018) based on the methodology of Baker et al. (2006). This index reveals
the market’s perception toward political uncertainty since it shows several
spikes during major political events such as the 2000 and 2006 dissolution of
parliament, the 2010 protests and military crackdown, and the 2014 national
election following the 2014 military coup.

Employing the data from the second quarter of 1997 to the second
quarter of 2020, the empirical results uncover several notable findings.
Firstly, over the short run, political uncertainty is found to have a negative
but only marginal impact on stock market returns. However, the conditional
volatilities in the Thai stock market are pushed up during periods of high political
uncertainty. In contrast to the short-run response, the Thai stock market reacts
strongly to political uncertainty in the negative direction with coups creating
the largest negative impact. The effects are strongest in the second to fourth
quarters. Interestingly, protests yield a negative but insignificant effect on the
Thai stock market in the long run. Lastly, the impact of political uncertainty
on the equity risk premium is examined. The issue of non-linearity between
the equity risk premium and predictive variable is addressed, hence quantile
regression is employed. The results show that political uncertainty also pushes
up the equity risk premium with the impact being strongest at the extreme
lower quantiles of return distributions, i.e., downside risk.

In summary, the results of this study support the previously docu-
mented evidence on how the stock market responds to political uncertainty,
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in that the equity risk premium is found to be larger during periods of bearish
sentiment when greater political uncertainty is associated with falling stock
prices and rising volatility. By determining the empirical results, we reiterate
the important effect of political uncertainty on the stock market. Investors and
portfolio managers should incorporate political risk as an additional risk factor
in stock valuation and risk management. Moreover, the political uncertainty

index (PUI) could be used as an alternative indicator for market monitoring.
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Political uncertainty, corporate investment decision, and firm
performance: Empirical evidence from Thailand

Suthawan Prukumpail, Yuthana Sethapramotez, Pongsak Luangaram3

Abstract

The objectives of this study are to investigate the impact of political uncertainty on
corporate investment decisions and on firm performance. We applied the Thai political uncertainty
index constructed by Luangaram and Sethapramote (2018) to quantify the political risk. The results
revealed that political uncertainty is negatively related to corporate investment level as well as the
firm’s performance. In addition, corporate investment level was positively associated with firm
characteristics such as financial constraint measured by operating cash flows, and growth
opportunities measured by year-on-year sales growth, and Tobin’s Q. Despite the negative impacts
of macroeconomic factors on corporate investment, the impacts on firm performance were
inconclusive. Overall, our results lend empirical support to the hypothesis that political uncertainty
can weaken economic growth through a reduction in corporate investment in real sectors.
Moreover, the political uncertainty has a negative impact on firm performance. This decrease is
related to precautionary delays in investment until the validity of related policies is implemented.
Meanwhile, the political uncertainty also possibly affects the demand for consumption which
potentially impacts the firm’s performance.

Keywords: Political uncertainty; Corporate investment; Firm performance; Stock Exchange of
Thailand
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/TA
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PUI 1.0000  -0.0051 -0.0064  0.0197 0.0042  -0.0225 -0.1042  -0.1853
CF/TA 1.0000  0.1979 0.2806 0.0312 0.0289 0.0398  -0.0022
SG 1.0000  0.0390  0.0346 0.0031 0.0318  -0.0041
TQ 1.0000  -0.0186  -0.0260  -0.0686  0.0879
GDPF 1.0000 0.8166 0.6210 0.4657
GDPG 1.0000 0.6106 0.5938
CCI 1.0000 0.3703
BSI 1.0000
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V@RI 1: CAPEX

fanls
t-1 t-2 t-3 t-4
PUI -8.16 x 107 #** -7.35x 107 ** -9.07k x 107 ##x 7.1 x 107 **
(-2.747) (-2.510) (-3.109) (-2.390)
Cash flow/Assets 1.42 x 107 *%* 1.48 x 107 *** 1.45 x 107 *** 1.43 x 107 *x*
(6.254) (6.451) (6.441) (6.414)
Sales growth 6.48x 10" 7.09x 10" 720x 10" 6.95x 10"
(1.133) (1.257) (1.296) (1.289)
Tobin’s Q 1.10 x 107 #** 1.10 x 107 *#x 1.15 x 107 *#x 1.14 x 107 %%
(3.182) (3.239) (3.432) (3.471)
GDP growth forecast 425x10" 2.24x10° 2.89x10° 3.86x 107
(0.090) (0.506) (0.673) (0.902)
N 24,838 25,286 25,733 26,179
R-squared 0.067 0.067 0.067 0.066
Firm fixed effect Yes Yes Yes Yes
Seasonality Yes Yes Yes Yes
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M3197 4 #anFzNUVeIANN I HUeUNIIM LB IN TR BNAMIAUTUNIUVDININT

Dependent variable

HuUI1a999 2: ROA

t+1 t+2 t+3 t+4
PUI -3.63x107* -5.20 x 107 ** 2.76x10° 7.06 x 107 ***
(-1.793) (-2.588) (1.397) (3.641)
Cash flow/Assets 18.84 11.91 *** 10.98 14.27 #x
(45.649) (29.196) (26.839) (34.822)
Sales growth 3.53x 107 ** 2.16x 107 2.01x10° -6.74 x 107 *%*
(1.969) (1.213) (0.114220) (-3.910)
Tobin’s Q 479 x 107 ##x 4.49 x 107 #xx 3.59 x 107 *kx 2.41x10"
(32.484) (29.874) (24.046) (-3.910)
GDP growth forecast -2.56x 10" -821x 10" -6.22 x 107 *** -725x 10"
(-0.132) (-0.426) (-2.873) (-3.910)
N 24,655 24,652 24,233 23,814
R-squared 0.560 0.534 0.530 0.544
Firm fixed effect Yes Yes Yes Yes
Seasonality Yes Yes Yes Yes

N1 m3inanmannnslszumams i @ Tao t + Luaastoya lasuadagiiuuan ! asmadrmduile [ = 1,2,3,4 aumsii
(2) YsgauANY Firm fixed effect 11azN13AIVANNAVBINAN A Tagmdulseansanmalszmnamuaasluussiausn Tuvaziialu
AUBULAAIAT t-statistics HAZ *, **, ***uamnﬁuﬁaﬁﬁmﬁ%’aﬂaz 10,5, 1482 1 9N 1AY WonING gaveldnaaeunmsiszuima
nuusraemuan1uden ldunuuu$1a0e Random effect $awan1515z a1 14551015 nAd0Y Hausman test c’f}wamswﬂaauiunﬂ

v v v Ed
HUDT1aaNTIBUHaNA1 p-value TuMMAgOUATBENTT 0.05 Fauaasdany hiing auveauusIasd Random effect Tumsmsanyil

msmlaaumm‘ﬁ'ﬂmummwamiﬁnm (Robustness check)
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309 (BSI) UnuAMeInsalons1msiau Tanussygng (GDPF)
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AN 5 WU wavesaw limiveunamsiiesdinalinaiiauaemsaaduloasuuesionsediall

Toeh ‘"ﬂgmqaﬁaﬁ%’aﬂaz 51130 §900Y 10 ua:nﬂﬁmﬂsﬂauﬂwNmsygﬁmmﬂmﬂmi’uﬁﬁvﬁﬂmm%ﬁumﬂgiﬁﬂﬁ"lli
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MR 5 mimﬁaumm‘?ﬂmummﬂm‘fmﬁiygﬁi}nwmﬂﬁﬁﬁi@msﬁﬂf?m”li]amummﬁﬁ]mi
uuus1aesii 1: CAPEX
with GDPF with GDPG with CCI with BSI
PUI -8.37 x 107 ** -6.17x 10 * -7.00 x 10™ * -5.33x 107" *
(-2.305) (-1.744) (-1.914) (-1.650)
Cash flow/Assets 5.54 x 107 5.45x 107 #xx 538 x 107 **x 5.43 x 107 ##x
(8.619) (8.555) (8.412) (8.650)
Sales growth 112 x 107 #x 133 x 107 1.15 x 107 *#* 1.10 x 107 ***
(3.734) (4.589) (3.840) (3.953)
Tobin’s Q 5.49 x 107 ** 5.46 x 107 **x 5.57 x 107 5.44 x 107 *x*
(16.035) (15.960) (16.350) (15.979)
GDP growth forecast 2.17 x 107 %
(6.249)
GDP growth 9.39 x 10-4 **x*
(3.681)
Consumer confidence 7.83 x 107 o
index (8.121)
Business sentiment index 9.53x 10"
(0.936)
N 24,591 23,742 24,591 24,168
R-squared 0.262 0.278 0.263 0.281
Firm fixed effect Yes Yes Yes Yes
Seasonality Yes Yes Yes Yes
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Wremg s NlugaInaanmsszmmaunsi (1) Tae o+ Luaasvoya lasadepivuan [ lasinaarduile [ = 1,2,3,4 aunsh
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suusraesnuuaniudenldunuuusiaee Random effect Hawan15lszumar 1din1snaaey Hausman test Fawan1snadonlunn

o ot A 9 ' y ' o &
HUVIADINTWWAITUNAUAT p-value 1uﬂ11’]ﬂﬁaﬂﬂuﬂﬂﬂ'ﬂ 0.05 “Ti\ulﬁﬂ\iSQﬂ’ﬂNVlﬂJLWﬂJ’]ZﬁNﬂJ@QLLUUﬁNﬁ@Q Random effect Gluﬂ’]ﬁﬂ’]ﬁﬁﬂy1u

M3 6 MInadouaNuFauueIIterT NN MIANNABHAMIANTUIIUYDININT

V310099 2: ROA

with GDPF with GDPG with CCI with BSI
PUI -3.63x 107 % -3.06 x 107 -3.66x 107 * -5.05x 107 **
(-1.793) (-1.514) (-1.778) (-2.412)
Cash flow/Assets 18.84 *** 18.63 *** 18.72 *** 18.85 ***
(45.649) (45.094) (45.275) (45.737)
Sales growth 3.53x 107 ** 4.43x 107 ** 3.49x 107 * 3.63x 107 **
(1.969) (2.470) (1.921393) (2.015)
Tobin’s Q 479 x 107 4.76 x 107 **x 4.84 x 107" **x 4.85 x 107" *xx
(32.484) (32.0091) (32.882) (32.696)
GDP growth forecast -2.56x 10"
(-0.132)
GDP growth 1.29x 10"
(0.887)
Consumer confidence 2.90 x 107 ¥
index (5.534)
Business sentiment index 2.56x 10"
(-3.924)
N 24,655 24,331 24,655 24,655
R-squared 0.560 0.564 0.560 0.557
Firm fixed effect Yes Yes Yes Yes
Seasonality Yes Yes Yes Yes
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HUVIIADINT W URNANAT p-value 1uﬂ1ﬂﬂﬁﬂﬂﬂﬁ)ﬂﬂﬂ’]1 0.05 “Tﬁ!.!.’dﬂ\iﬁ\iﬂ’ﬂllIliJLWﬂJ1$ﬁNﬂJEJQLL1J1Jﬁ1ﬁE]Q Random effect Tumsmsaneil
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