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ABSTRACT

This study examines the impact of Key Audit Matters (KAMs) disclosures on investor reactions in
the Stock Exchange of Thailand (SET) and the Market for Alternative Investment (MAI during 2021-2023,
with investor reactions measured by Cumulative Abnormal Return (CAR). The results show that SET-listed
companies disclose a greater number of KAM issues and provide longer KAM descriptions than MAI
firms. Panel data analysis using a random effects model indicates that the number of KAM issues has
a significant negative effect on investor reactions in both markets, suggesting that investors interpret
a higher number of issues as a signal of increased risk. In contrast, the word count of KAM disclosures
is positively associated with investor reactions in the SET, while in the MAI market, the word count
of KAM disclosures does not significantly. Considering the timing of investor responses differs between
markets. Investors in the SET react within a two-day window, whereas those in the MAI respond within
approximately six days. Consistent with the Efficient Market Hypothesis, these findings indicate that
the SET incorporates public information into stock prices more rapidly than the MAI, implying relatively

higher market efficiency. However, neither market fully satisfies semi-strong form efficiency.

Keywords: Key Audit Matters (KAMs), Investor Reaction, Cumulative Abnormal Return (CAR),
SET Market, MAI Market, Signaling Theory
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The Impact of Key Audit Matters (KAMs) Disclosure on Investor Reactions:
Post-COVID-19 Evidence from Thailand

1. INTRODUCTION

The auditor’s report is essential information prepared and communicated by the auditor to indicate
the accuracy of a company’s financial statements to stakeholders and financial statement users. It
serves as evidence that the company’s financial reports are accurate, complete, and in compliance with
financial reporting and accounting standards. Furthermore, the auditor’s report plays a crucial role in
reducing information asymmetry, providing stakeholders with a reliable assessment of the company’s
financial health (Aroonsakul, 2019; Suttipun, 2020). The evolution of audit reporting in Thailand has
significantly advanced over the years, aligning with ¢lobal standards to improve transparency and
accountability in financial reporting. Beginning with the “Short-Form Report” introduced in 1975,
followed by the “Three-Paragraph Report” in 1998, and culminating in the more detailed six-paragraph
structure in 2012, each revision aimed to enhance the clarity of the audit process and define the
responsibilities of both auditors and management. These changes have played a crucial role in
improving the reliability and comprehensiveness of audit reports, fostering greater trust in financial
reporting in Thailand.

However, the traditional auditor’s report has been criticized for failing to provide sufficient
information and meaningful signals to users to support effective decision-making (Suttipun, 2020).
These reports often provide limited detail on audit findings, which may not fully reflect the company’s
operations, potentially leading users to overlook important risks (Boonlert-U-Thai, Srijunpetch, &
Phakdee, 2019). In 2015, the International Auditing and Assurance Standards Board (IAASB) introduced
several proposals aimed at enhancing the auditor’s report format to increase transparency and provide
more valuable information. Following these global changes, in 2016, the Federation of Accounting
Professions (FAP) in Thailand implemented Auditing Standard 701, which defined Key Audit Matters
(KAMs) (Federation of Accounting Profession (FAP), 2016). KAMs are the key issues identified by the
auditor during the audit process, these issues are highlighted in the auditor’s report to communicate
important concerns to financial statement users effectively.

Consequences of adopting KAMs, researchers have examined whether the new auditor’s report
enhances communication and provides more relevant information for decision-making. Evidence from
the United Kingdom and France shows that researchers studied how the stock market responds to
KAMs’ disclosures and found no significant reaction. KAM disclosures may not provide the expected
value for users in decision-making (Bédard, Gonthier-Besacier, & Schatt, 2019; Gutierrez, Minutti-Meza,
Tatum, & Vulcheva, 2018; Lennox, Schmidt, & Thompson, 2023). While the study results in Asia,
including evidence from Malaysia, Hong Kong, and Mainland China, also indicate that during the

2016-2019 period, KAMs had no impact on share prices (Abu & Jaffar, 2021; Liao, Minutti-Meza,
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Zhang, & Zou, 2022). Although the aforementioned evidence does not reveal a statistically significant
relationship with stock prices, the disclosure of KAM still exerts a greater influence on investor
decision-making than traditional audit reports (Christensen, Glover, & Wolfe, 2014). Another variable
used to measure investor reaction is the Cumulative Abnormal Returns (CAR). The study of listed
companies in Europe and Amman, researchers concluded that there is no significant relationship
between KAMs and CAR (Bayo Flees & Mouselli, 2023; Carvalho, Pais, Oliveira, & Zhang, 2025).
Consistent with evidence on Thai-listed firms, Chirakool and Poonpool (2021) conclude that the
number of KAMs had no significant effect on investor responses, as measured by Cumulative
Abnormal Returns (CAR) and Abnormal Trading Volume (ATV).

However, studies conducted in Thailand during the same period yield mixed results on the
impact of Key Audit Matters (KAM) disclosures on stock prices. Srijunpetch (2017) found that the
number of KAM issues disclosed did not significantly affect investor reactions or stock prices. In
contrast, Kongneam (2020) reported a negative correlation between the number of KAMs disclosed
and stock prices for companies listed on the Stock Exchange of Thailand (SET) from 2016 to 2018,
suggesting that greater KAM disclosure may signal increased risk or uncertainty to investors. While,
Boonyanet and Promsen (2018) reveal that KAMs provided limited value to investors. However, there
is a significant positive relationship between KAMs related to provisions for doubtful debts and stock
prices. The existing body of evidence remains inconclusive in determining the relationship between
KAMs and investor reactions.

The COVID-19 crisis has significantly affected both auditing practices and investor behavior in
global capital markets. From an auditing perspective, International Standard on Auditing 701 (ISA
701) enhances transparency through the disclosure of KAMs during periods of uncertainty. Economic
disruptions increased the identification of risk-related KAMs, particularly those related to Going Concern
(Hategan, Pitorac, & Crucean, 2022). Evidence from the United Kingdom shows that although the
number of KAMs remained relatively stable, auditors provided more detailed explanations during the
pandemic (Murphy, McLaughlin, & Elamer, 2025). However, in developing countries such as Turkey,
lockdown restrictions reduced both the number and length of KAM disclosures due to limitations in
audit procedures (Gecici, 2025). Auditor characteristics, particularly engagement with Bigd auditors,
remain positively associated with the level of KAM reporting during crisis periods.

In capital markets, the pandemic also influenced investor reactions, as reflected in fluctuations
in CAR following major events (Adnan, 2023). The announcement of the first local infection cases
led to a significant decline in CAR across 12 Asian stock markets. However, the impact varied across

industry, technology, and e-commerce firms, such as Amazon, which experienced positive CAR. In
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contrast, sectors such as real estate, tourism, and hospitality suffered negative abnormal returns due
to mobility restrictions (Dang Ngoc, Vu Thi Thuy, & Le Van, 2021; Tambunan & Ugut, 2022). Evidence
from the Stock Exchange of Thailand also shows asymmetric market volatility responses to rising
infection rates, reflecting heightened investor uncertainty (Suwannapak & Chancharat, 2022)

This study expands on previous research, which primarily focuses on companies listed on the
SET market, Thailand’s capital market for large companies. As a result, there is a lack of evidence
regarding companies listed on the MAI market. Furthermore, prior studies were conducted after the
initial implementation of KAMs, prior to the COVID-19 pandemic (Boonyanet & Promsen, 2018; Kamwass,
Petchchedchoo, & Kumsuprom, 2020; Kongneam, 2020; Srijunpetch, 2017). As we know, COVID-19
had a significant impact on businesses and continues to have lasting effects since 2019. This study
aims to examine the influence of KAMs on investors’ reactions to listed companies on the SET and
MAI markets during 2021 to 2023, a period of business recovery following the impact of COVID-19.
Moreover, the scope of KAMs indicators has been expanded to include both the number of issues
and the word count. The findings reflect the impact of KAMs on investor reaction after COVID-19,

providing valuable insights for both auditors and users of audit reports and financial information.

2. LITERATURE REVIEW AND HYPOTHESIS DEVELOPMENT

The Stock Exchange of Thailand (SET)

The Stock Exchange of Thailand (SET) has three primary functions: serving as a central marketplace
for securities trading, overseeing securities registration, and developing systems to support efficient
trading. Additionally, the SET undertakes related activities, including clearing house, securities
depository, and registrar functions, as well as other operations approved by the Securities and
Exchange Commission (SEC). According to the functions above, the Stock Exchange of Thailand (SET)
classifies the capital market into three segments: (1) The Stock Exchange of Thailand (SET), (2) Market
for Alternative Investment (MAI), and (3) LiVe Exchange (LiVEX).

The Stock Exchange of Thailand (SET) is a legal entity established in 1974. Currently, SET
operates under the Securities and Exchange Act, B.E. 2535, with primary activities including securities
registration, oversight of information disclosure by listed companies, securities trading, and regulation
of securities transactions. It also supervises member companies involved in securities trading, while
disseminating information and promoting investor education. SET indices are classified into SET50
and SET50FF, SET100 and SET100FF, sSET, SETCLMV, SETHD, SETESG, and SETWB. In this study, the
SET100 index is used as a proxy for large listed companies in the main market, consistent with prior

research that has similarly employed SET100 firms as the sample (Boonyanet and Promsen, 2018;
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Kamwass et al., 2020). The SET100 is a stock market index that serves as an investment benchmark
in the SET, comprising the top 100 large-sized, highly liquid securities selected based on trading
value and volume, excluding stocks under SP suspension. SET reviews and updates the list of SET100
constituent stocks every six months.

The Market for Alternative Investment (MAI) is Thailand’s second stock exchange, designed to
serve as a capital market for businesses to raise additional funds from the public. It primarily focuses
on small and medium-sized enterprises (SMEs) and innovative businesses. MAI has relaxed certain
regulations to provide opportunities for smaller businesses that may not qualify for listing on the
Stock Exchange of Thailand (SET) to access funding. It also supports the venture capital industry to
increase the number of listed companies on the stock exchange. While, the LiVe Exchange (LiVEX)
is Thailand’s third stock exchange, established on March 31, 2022. It was created to serve as a
central platform for businesses in the development stage to raise capital in the capital market (The
Stock Exchange of Thailand, 2025). This study aims to compare the impact of audit matters (KAMs)
reporting on investor reaction between companies listed on the SET100 and MAI, representing large

corporations and SMEs, respectively.

Key Audit Matters (KAMs) Reporting in Thailand

Audit reporting is a document through which auditors present their findings to financial statement
users and relevant stakeholders. It assesses whether the financial statements prepared by management
comply with the applicable financial reporting standards and legal requirements. The development
of the audit report format in Thailand has evolved to align with global standards and improve
transparency and accountability in financial reporting. In 1975, the Thai Association of Accountants
and Certified Auditors established the first auditing standard, Standard No. 1. This standard required
auditors to clearly and concisely define the audit scope in their audit reports. It introduced the use
of a standardized audit report format, known as the “Short-Form Report”, which consists of two
main sections, an introductory paragraph and an opinion paragraph. In 1998, Auditing Standard No.
700, titled “The Auditor’s Report on Financial Statements”, was issued. This standard introduced a
revision of the audit report, informally known as the “Three-Paragraph Report”. The format consists
of three main sections, including the introductory paragraph, the scope paragraph, and the opinion
paragraph. In 2012, a further revision to the auditing standards led to the adoption of a six-paragraph
format for the auditor’s report. This updated structure includes the introductory paragraph, the
responsibilities of management, the responsibilities of the auditor, the scope of the audit, and the

opinion paragraph.
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Despite ongoing improvements in audit report formats, studies show that the audit reports still
have weaknesses. They often provide limited details about audit findings, which may not fully reflect
the company’s operations, potentially causing users to overlook important risks(Boonlert-U-Thai et al,,
2019). Therefore, this led to another change in 2016, the Federation of Accounting Profession (FAP)
(2016) issued Auditing Standard 701, defining Key Audit Matters (KAMs) as the most significant matters
identified at the auditor’s discretion during the audit of the current financial statements. KAMs are
selected from matters communicated to those charged with governance and arise from the auditor’s
decision-making process in choosing which issues to highlight for communication to the users of the
financial statements. Presenting KAMs enhances audit transparency by helping users understand the
most critical issues, reducing information asymmetry, and providing more relevant information for

investor decision-making (Aroonsakul, 2019).

Investor Reaction

Investor reactions depend on three factors, including the investor’s ability to analyze information,
the ability of companies to provide relevant information, and the quality of the information published
(Tarmidi, Fitria, & Ahmad, 2019). Investor response refers to how investors react when influenced by
fundamental factor analysis. This can lead to decisions to buy, sell, or hold securities. The response
can be observed through variations in trading volume or changes in stock prices (Sricharoen &
Jarutakanont, 2023). The volume of securities trading reflects overall differences in investors’ responses
to information or news announcements, indicating changes in individual investors’ expectations.
Meanwhile, changes in securities prices reflect average shifts in investors’ beliefs and overall shifts
in market expectations (Bamber, Barron, & Stevens, 2011).

Prior studies measure investor reactions using several models, which are believed to capture
information content, information asymmetry, and investor disagreement about new information.
Changes in stock prices are another indicator that researchers use to measure investor reactions
(Boonyanet & Promsen, 2018; Chirakool & Poonpool, 2021; Suttipun, 2020). This can be measured by
the share price on the day of the annual report disclosure, three or seven days after the disclosure.
However, another widely used measure to assess investor reaction to information disclosure is the
Cumulative Abnormal Returns (CAR). CAR captures investor response to specific events, such as earnings
announcements, audit report releases, mergers and acquisitions, or changes in corporate policy, by
summing the abnormal returns (i.e., the difference between actual and expected returns) over a

defined event window (Chirakool, Poonpool, Wangcharoendate, & Bhongchirawattana, 2022; Czerney,
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Schmidt, & Thompson, 2019; Fama, Fisher, Jensen, & Roll, 1969; H. Li, 2017). Therefore, this study

used CAR as a measure of investor reaction, reflecting the response to the KAMs disclosure event.

Theoretical Perspective

Spence (1978) proposed the signaling theory, which describes the interaction between two
parties with asymmetric information. In this context, one party acts as the sender, tasked with
determining whether and how to communicate specific information, while the other party, the receiver,
is responsible for interpreting the signal received. This theory suggests that such communication can
reduce information asymmetry and influence decisions. In accounting and finance, signaling theory
has been widely applied to understand how companies disclose financial information to signal
their quality to investors, thereby affecting investor behavior and decision-making (Connelly, Certo,
Ireland, & Reutzel, 2011). Moreover, signaling theory can also be applied to the communication of
audit reports (Abu & Jaffar, 2021; Chirakool & Poonpool, 2021; Kongneam, 2020; Suttipun, 2020).
Auditors, as information senders, use their reports to signal the reliability and quality of a company’s
financial statements, particularly through the Key Audit Matters (KAMs). This helps reduce information
asymmetry between the company and investors. Positive audit opinions can indicate high-quality
financial reporting, influencing investor decisions positively, while negative opinions may signal
potential risks, leading to more cautious behavior from investors. Therefore, signaling theory provides
valuable insights into how information from financial statements and audit reports influences investor
perceptions and decision-making.

In addition to the previous theoretical explanation, this study relies on the Market Efficiency
Hypothesis introduced by Fama (1970), which posits a market condition in which relevant information
is rapidly and accurately incorporated into security prices, so that price changes reflect the arrival of
new information. Market efficiency is commonly classified into three forms (Fama, 1991). (1) Weak-form
efficiency suggests that security prices fully reflect all historical information, including past prices
and trading volumes, implying that investors cannot systematically earn abnormal returns using such
data. (2) Semi-strong-form efficiency indicates that security prices incorporate all publicly available
information, meaning that investors cannot consistently achieve abnormal returns by relying on
publicly disclosed information because prices adjust quickly to new announcements. (3) Strong-form
efficiency represents the highest level of efficiency, in which security prices reflect all information,
including both public and private (insider) information, leaving no opportunity for investors to generate
abnormal returns consistently. Based on previous studies, the efficiency of the Thai capital market

differs markedly between the SET and MAI markets, with market capitalization as a primary determinant.
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Empirical evidence suggests that the SET, specifically its major indices such as SET50 and SET100, is
weak-form efficient, as security prices effectively reflect historical information. Furthermore, the SET
has shown a trend toward improved efficiency over time (Jenwittayaroje, 2021; Khanthavit et al,,
2012; Sukpitak & Hengpunya, 2016). In contrast, the MAI and the sSET index are categorized as not
weak-form efficient, exhibiting a greater degree of deviation from efficiency and a lack of significant
improvement over time. This state of inefficiency in the MAI allows investors to potentially generate
abnormal returns by utilizing historical data, such as past prices and trading volumes, to predict
future price movements (Sodsai & Suksonghong, 2018; Sukpitak & Hengpunya, 2016; Uthumrat, 2022)

The Market Efficiency Hypothesis provides a theoretical framework for explaining investor reactions
to the disclosure of Key Audit Matters (KAMs). Under the semi-strong form of market efficiency, security
prices are assumed to incorporate all publicly available information rapidly. As KAMs are disclosed in
the auditor’s report and provide information regarding significant audit issues and financial reporting
risks, investors may use this information in their investment decision-making. Consequently, the
disclosure of KAMs may lead to adjustments in stock prices as the market processes the newly available
information. Such market reactions can be captured through changes in Cumulative Abnormal Return
(CAR) around the disclosure period. Therefore, if the information contained in KAMs is considered
relevant by investors, the Market Efficiency Hypothesis suggests that the disclosure will be reflected

in abnormal stock returns.

Hypothesis Development

The auditor’s report is a formal written communication through which the auditor conveys their
conclusions to financial statement users, indicating whether the statements comply with the standards
or legal requirements. However, auditors’ reports did not have a significant impact on the content and
communication value for listed companies and were unable to convey the risks during the financial
crisis. As a result, investors did not pay much attention to the auditor’s report when making decisions
(Doogar, Rowe, & Sivadasan, 2015; Sikka, 2009; Srijunpetch, 2017; Tangruenrat, 2015). KAMs act as a
signaling mechanism that directs investors’ attention to specific content, helping them focus on key
areas of the financial statements when analyzing important information. This is supported by the
study of Sirois, Bédard, and Bera (2018), which used eye-tracking technology to examine the impact
of KAMs on investors’ attention. The study, involving 98 graduate accounting students in Canada
acting as bank loan officers, found that KAMs increased attention to KAM-related disclosures while
reducing attention to other parts of the financial statements. These results suggest that KAMs help

investors concentrate on the most critical issues in the report. Furthermore, for professional investors,
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variations in KAM disclosures may significantly affect the company’s economic situation. Meanwhile,
for non-professional investors, KAMs have no communicative value, as they have difficulty processing
new information (Kdhler, Ratzinger-Sakel, & Theis, 2020).

The first year following the adoption of KAMs in the auditor’s report, Srijunpetch (2017) investigated
companies listed on the Stock Exchange of Thailand during the period from 2015 to 2016. The
results showed that the number of KAM issues did not affect investor reactions in equity prices,
possibly because it did not align with the company’s performance. However, the study found a
positive relationship between the number of KAMs and investor reaction in terms of the quantity of
information, as investors received more important information for verification, making trading decisions
easier. In a subsequent study, Kongneam (2020) examined the relationship between the disclosure
of Key Audit Matters (KAM) and the value of firms listed on the Stock Exchange of Thailand (SET)
from 2016 to 2018. The study found that the average number of KAMs disclosed was 2.42, and
this measure was negatively correlated with stock prices, suggesting that KAM reporting influences
investors’ decision-making. Similarly, for evidence from Hong Kong and Mainland China firms listed
between 2016 and 2017, Liao et al. (2022) classified KAMs into 11 issues; the findings indicated that
the number of KAMs had no impact on investor reaction. Consistent with these results, Abu and
Jaffar (2021) found that for Malaysian listed firms during the 2016-2019 period, KAM disclosures
also had no significant effect on share prices. Recently, Chirakool and Poonpool (2021) employed
Cumulative Abnormal Returns (CAR) and Abnormal Trading Volume (ATV) to measure investor reactions
in Thailand from 2016 to 2019 and found that the number of KAMs disclosed had no significant effect
on investor responses. Consistent with the evidence of Europe and Amman, where researchers also
reported an insignificant impact of KAM disclosures on CAR (Bayo Flees & Mouselli, 2023; Carvalho,
Pais, Oliveira, & Zhang, 2025).

On the other hand, the word count of Key Audit Matters (KAMs) has been used as a measure
to assess the relationship between KAM disclosures and stock prices. Suttipun (2020) investigated
the relationship between KAM word count and stock prices by examining 127 companies listed
on the Alternative Investment Market (MAI) from 2016 to 2018. The study found that the average
length of KAM disclosures was 613 words and identified a significant negative relationship between
disclosure length and stock prices. In contrast, Kongneam (2020) found that for companies listed on
the Stock Exchange of Thailand (SET) during the same period, the word count of KAMs positively
influenced stock prices. These contrasting findings suggest that the impact of KAMs on stock prices
may vary across market segments, highlighting the importance of KAMs’ disclosures as a potential

factor influencing investor perceptions.
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Prior studies provide mixed evidence on the impact of KAMs on investor reactions and firm value.
While KAMs were introduced to enhance the communicative value of auditor reports and to direct
investor attention to critical issues, empirical findings from Thailand and other markets have been
inconsistent. Some studies find no significant effect of the number of KAMs on stock prices or abnormal
returns, though effects on trading volume are sometimes observed. Similarly, evidence on the word
count of KAMs disclosures is contradictory, with both positive and negative associations reported.
These inconsistencies suggest that measuring KAMs with a single dimension may be insufficient. The
number of KAM issues captures the breadth of audit concerns disclosed, whereas word count reflects
the depth and detail of the explanations. Therefore, incorporating both Issue and Word measures
provides a more comprehensive assessment of KAM disclosures and offers a clearer understanding
of their influence on investor perceptions and market reactions. Consequently, this study aims to
investigate the influence of Key Audit Matters (KAMs) on investor reaction by measuring both the
number of KAMs issues and the word count. Additionally, the study examines companies listed on
both the SET and MAI markets. The results will provide empirical evidence on investors’ responses
and perceptions of KAMs following the COVID-19 crisis.

H1: The number of KAMs issues has a negative impact on the investor reaction

H2: The number of KAMs words has a negative impact on the investor reaction
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Research Framework
The research framework for this study is to examine the Impact of key audit matters (KAMs)
reporting on investor reaction of firms listed on the Stock Exchange of Thailand (SET) and the Market

for Alternative Investment (MAI).

Independent Variables:
Dependent Variables:

key audit matters (KAMs)
- KAMs ISSUE
- KAMs WORD

Investor reaction

The Cumulative Abnormal Return

Y

Control Variables

- Audit firm size

- Audit fees

- Firm size

- Firm risk

- Price-to-Earnings ratio
- Industry

- Year

3. RESEARCH METHODOLOGY

3.1 Sample and Data Collection

The data used in this study are secondary data collected from two populations: companies listed on
the Stock Exchange of Thailand (SET) in the SET100 index and on the Market for Alternative Investment
(MAI). The study covers data from 2021 to 2023, for a total of SET100 and MAI 222 companies,
respectively. The sample excludes companies that meet any of the following criteria: 1) companies
in the financial industry, insurance companies, or real estate investment funds, 2) companies that
did not engage in securities trading or were flagged with special markers during the period when
financial statements were disclosed, 3) companies without a fiscal year ending on December 31st,
and 4) companies with incomplete data. Following the mentioned criteria, the researcher used the
SET100 sample size as a reference to select a proportional sample from the MAI market for each
industry. Once the data was collected, any outlier data points were excluded from the analysis.
Consequently, Table 1 reveals that the final sample included 76 companies listed in the SET100

index, with a total of 222 observations across three years, and 66 companies listed in the MAI, with
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a total of 193 observations over the same period. The majority of the sample was drawn from the

Services, Resources, and Property & Construction industries, which constituted the top three sectors.

Table 1 Number of Companies Classified by Type of Stock Exchange and Industry

SET100 MAI
Industry
n percentage n percentage

1. Agro & Food 9 11.84 8 12.12
2. Consumer Products 1 1.32 1 1.52
3. Industrials 3 3.95 3 4.55
4. Property & Construction 14 18.42 14 21.21
5. Resources 18 23.68 9 13.64
6. Services 23 30.26 23 34.85
7. Technology 8 10.53 8 12.12

Total 76 100.00 66 100.00

3.2 Variables and Measurements

This study investigates the impact of KAM disclosures on investor reactions. The variables are
detailed as follows: Dependent Variable: This study employs cumulative abnormal returns (CAR) as
the dependent variable to measure market reactions to Key Audit Matter (KAM) disclosures, utilizing
an event study methodology with two distinct measurement windows adapted from prior studies
(Chirakool et al., 2022; Czerney et al., 2019; H. Li, 2017), a 2-day window (t0 to t+1) designed to
capture immediate market responses to the auditor’s report release, and a 6-day window (t0 to t+5)
that enables observation of more prolonged market reactions and information absorption patterns,
thereby providing a comprehensive assessment of both short-term and intermediate-term investor
responses to KAM disclosures.

The Cumulative Abnormal Return (CAR) is calculated using the market-adjusted return model, in
which the market return is proxied by the SET index for firms listed on the SET and by the MAI index
for firms listed on the MAI. This approach assumes that the expected return of a security equals the
return of the market index. The abnormal return for firm i on day t is calculated as the difference

between the actual return of the stock and the return of the market index during the same period.
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AR = Ri=R:

where AR, represents the abnormal return of firm i on day t,
R. is the actual return of firm i on day t, and

R..: is the return of the market index on day t.

mt
The abnormal returns are then aggregated over the event window to obtain the cumulative

abnormal return:
t2
CAR, = D AR,
t1

where t1 and t2 represent the beginning and end of the event window, respectively.

Independent Variable: Follows prior research by categorizing the Key Audit Matters (KAMs) into
two main groups: issues and the wording of KAM from the auditor’s reports included in the annual
reports (Kongneam, 2020; Liao et al., 2022; Sirois et al., 2018; Srijunpetch, 2017; Suttipun, 2020).

Control Variable: The control variables in this study include (1) BIG4, because Big 4 firms have
greater resources, investors perceive their audits as higher quality, leading to better financial reporting
quality and stronger capital market responses (Abu & Jaffar, 2021; Kongneam, 2020). (2) Audit fees,
which reflect the level of audit effort and firm complexity, and may influence the number and nature
of Key Audit Matters (KAMs) and, in turn, affect investors’ decision-making (Kongneam, 2020). (3) firm
size, as prior studies indicate that firm size influences market reactions: larger firms are often linked
to stronger trading activity and price effects, while smaller firms may experience positive abnormal
trading volume when KAMs are first disclosed (Boonyanet & Promsen, 2018; Chirakool & Poonpool,
2021; Czerney et al.,, 2019; Srijunpetch, 2017). The study measured by the natural logarithm of
total assets (4) firm risk is the total debt divided by total equity, leverage indicates long-term risk
(Boonyanet and Promsen, 2018), and is positively associated with market reactions, including higher
trading volume during first-time KAM adoption (Srijunpetch, 2017) and higher cumulative abnormal
returns (Czerney et al.,, 2019). (5) price-to-earnings (P/E) ratio, which is the market price of the stock
divided by the earnings per share. P/E ratio reflects market expectations of future growth and risk, a
high P/E signals strong growth prospects, while a low P/E suggests higher risk or limited growth (Abu
& Jaffar, 2021), and (6) type of industry, which covers the seven industries. Suttipun (2020) found that
industry type and profitability are positively associated with stock prices. Industry was measured based
on the Stock Exchange of Thailand classification, including Agro & Food Industry, Consumer Products,

Financials, Industrials, Property & Construction, Resources, Services, and Technology. However, this
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study excludes firms operating in the financial and (7) Year, which is included to control for time-specific
macroeconomic conditions, regulatory changes, and market-wide shocks that may systematically affect
firms’ financial reporting and investor reactions (Abu & Jaffar, 2021). A comprehensive summary of

the variables and measurements is provided in Table 2.

Table 2 Variable measurement

Variables Notation Measurement

Dependent Variable

CAR CAR This study uses the value of the cumulative abnormal returns
(CAR) around the auditor’s report disclosure date (t0), using
two event windows:

- CAR (0,1): 2-day window from t0 to t+1.
- CAR (0,5): 6-day window from t0 to t+5.

Independent Variable: Key Audit Matters (KAMs)

Total issues of KAMs T ISSUE  Content analysis by the sum of issues counting on KAMs
reporting (Liao et al., 2022; Sirois et al., 2018; Srijunpetch,
2017).

Total words of KAMs T WORD Content analysis by the sum of word counting on KAMs

reporting (Kongneam, 2020; Liao et al., 2022; Suttipun, 2020),
which is measured in units of a hundred words.

Control Variable

Audit firm size BIG4 Which is classified into two groups, including Bigd and Non-
Bigd auditors. This study creates a dummy variable that takes
the value 1 if the firm is audited by Bigd auditors and 0

otherwise.

Audit fee AF Represented by the natural logarithm of the audit fees
paid by companies to their auditors for examining financial
statements.

Firm size SIZE The natural logarithm of the total asset

Firm risk LEV Total debt divided by total equity

Price-to-Earnings (P/E) ratio PE The market price of the stock divided by the earnings per

share (EPS).
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Table 2 Variable measurement (Cont.)

Variables Notation Measurement

Industry IND The dummy variable will take the value 1 if the firm is in that
industry and 0 otherwise.

Year YEAR The dummy variable will take the value 1 if the firm is in that
year and 0 otherwise.

3.3 Data Analysis

The data were analyzed using the STATA statistical software program. The data were first analyzed
using descriptive statistics to report the mean, maximum, minimum, standard deviation, and percentages
for the variables used in this study. The correlation matrix was used to assess multicollinearity among
the variables in this study. Finally, to examine the effect of Key Audit Matters (KAMs) disclosure
on investor reactions, we employ a random-effects panel data model to test the hypotheses. The

model is specified as follows:

CAR(0,1) = B, + P4ISSUE + B,WORD + 3;BIG4 + B,AF + 35SIZE + B,LEV
+ B;PE + B4IND + B,YEAR + € (Model 1)
CAR(0,5) = Bo+ B,ISSUE + B,WORD + B,BIG4 + B,AF + BsSIZE + B,LEV

+ B,PE + B5IND + B,YEAR + € (Model 2)

4. RESULTS AND DISCUSSION

An analysis of the impact of Key Audit Matters (KAMs) reporting on investor reactions, based
on samples from the SET100 and MAI indices during 2021-2023, revealed the following: the study
included 76 companies from the SET100 and 66 from the MAI. Table 3 presents descriptive statistics
of the variables, the cumulative abnormal returns (CAR) for companies in the SET100 over a 2-day
event window (0,1) show a mean value of 0.001 (SD =0.024), while over a 6-day window (0,5), the
mean CAR is —0.003 (SD =0.072). In contrast, companies listed on the MAI exhibit a mean CAR of
-0.007 (SD =0.046) for the 2-day window and 0.002 (SD =0.066) for the 6-day window. Regarding
key audit matters (KAMs), companies in the SET100 disclosed an average of 1.91 issues (SD = 0.855),
while those in the MAI disclosed an average of 1.50 issues (SD =0.64). Additionally, it was found
that the number of words related to key audit matters disclosed by companies in SET100 averages
843.7 (SD =4.357), while companies in MAIl average 597.9 (SD =2.755). These results indicate a
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decline compared to those from studies conducted before the COVID-19 pandemic (Kongneam,
2020; Sricharoen & Jarutakanont, 2023; Suttipun, 2020; Tangruenrat, 2017).

Table 3 Descriptive statistics of the full sampling (SET and MAI observations)

SET MAI
Variable

Mean Std. Min Max Mean Std. Min Max
CAR (0,1) 0.001 0.024 -0.08 0.111 -0.007 0.046 -0.250 0.109
CAR (0,5) -0.003 0.072 -0.912 0.171 0.002 0.066 -0.295 0.452
ISSUE 1.914 0.855 1 6 1.497 .638 0 a4
WORD 8.437 4.357 3.32 26.57 5.979 2.755 0 19.27
BIG4 0.973 0.163 0 1 0.461 0.5 0 1
AF 16.079 1.096 14.259 19.638 14.533 0.472 13.528 15.942
SIZE 25.087 1.4 21.927 28.872 13.898 7.226 4.888 23.026
LEV 1.343 0.988 0.15 7.13 1.006 1.14 0.02 7.32
PE 24.079 20.925 -13.267 70.385 16.134 27.007 -30.667 79.5
N 222 193

The control variable, the results reveal that among SET100 companies, 97% were audited by
Big 4 auditors, compared to only 46% of MAI-listed companies. Furthermore, when considering audit
fees — measured by the natural logarithm — the average of audit fees for SET100 was significantly
higher at 16.08, while MAI firms averaged 14.53. Firm size (SIZE), measured as the natural logarithm
of total assets, averages 25.09 for SET100 companies, while MAI companies average 13.90. Firm risk,
measured by the debt-to-equity ratio, averages 1.34 for SET100 companies, compared with 1.01 for
MAI companies. The price-to-earnings ratio (PE) averages 24.08 for SET100 companies, while MAI

companies average 16.13.
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Table 4 The average disclosure of Key Audit Matters (KAM) classified by Types of KAM

Issue of KAMs Reporting

Categories of Key Audit Matters (KAM) SET MAI
SUM % SUM %
1. Revenue recognition 106 24.94 139 48.10
2. Impairment testing 135 31.76 32 11.07
3. Valuation of assets 21 4.94 20 6.92
4. Valuation of inventory a7 11.06 27 9.34
5. Allowance for Doubtful Accounts 9 2.12 10 3.46
6. Related party transactions 52 12.24 30 10.38
7. Provision for Liabilities 9 2.12 4 1.38
8. Legal and regulatory compliance 5 1.18 0 0.00
9. Other a1 9.65 27 9.34
Total 425 100 289 100

According to the types of KAMs reporting that this study divided into nine categories, Table 4
reveals that for companies listed in the SET100 index, the impairment testing issue is the highest
reporting, with 135 cases (31.76 percent), followed by the revenue recognition with 106 cases (24.94
percent), and the related party transactions with 52 cases (12.24 percent). For companies listed in
the MAI market, the revenue recognition issue is the most frequently reported, with 139 cases (48.10
percent), followed by impairment testing with 32 cases (11.07 percent) and related party transactions
with 30 cases (10.38 percent). It is clear that both sample groups, SET100 and MAI, have the top

three highest disclosures of key audit matters in the same categories.
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Table 5 Pearson correlation analysis for listed companies in SET100

Variables (1) (2) (3) (4) (5) (6) (7) (8) 9)
(1) CARO1 1.000
(2) CARO5 0.316* 1.000
(0.000)
(3) ISSUE 0.034 -0.051 1.000
(0.611) (0.453)
(4) WORD 0.104 -0.010 0.752% 1.000
(0.122) (0.880) (0.000)
(5) BIG4 0.187* 0.078 0.179* 0.184* 1.000
(0.005) (0.249) (0.008) (0.006)
(6) AF 0.007 -0.095 0.258% 0.290% 0.103 1.000
(0.913) (0.160) (0.000) (0.000) (0.126)
(7) SIZE 0.046 -0.058 0.197*% 0.177* 0.068 0.634*% 1.000
(0.496) (0.392) (0.003) (0.008) (0.313) (0.000)
(8) LEV -0.034 0.018 0.110 0.155% 0.129 0.219* 0.358* 1.000
(0.617) (0.795) (0.103) (0.021) (0.056) (0.001) (0.000)
(9) PE 0.122 0.048 -0.017 -0.025 0.050 -0.134* -0.191* -0.064 1.000
(0.070) (0.481) (0.807) (0.710) (0.462) (0.046) (0.004) (0.341)

* Correlation is significant at the 0.01 level

Table 6 Pearson correlation analysis for listed companies in SET100

Variables Q) 2 @) (4) () (6) @) (8) (©)
(1) CARO1 1.000
(2) CARO5 0.506* 1.000
(0.000)
(3) ISSUE 0.013 -0.030 1.000
(0.862) (0.680)
(4) WORD 0.100 0.070 0.659* 1.000
(0.165) (0.335) (0.000)
(5) BIG4 0.137 0.024 -0.102 0.006 1.000
(0.058) (0.741) (0.157) (0.934)
(6) AF 0.043 0.028 0.026 0.304* 0.276* 1.000
(0.557) (0.697) (0.721) (0.000) (0.000)
(7) SIZE 0.064 0.034 0.241* 0.152*  -0.191* 0.009 1.000
(0.375) (0.641) (0.001) (0.035) (0.008) (0.901)
(8) LEV -0.004 -0.065 0.020 -0.003 0.184* 0.215% 0.190% 1.000
(0.961) (0.370) (0.786) (0.966) (0.011) (0.003) (0.008)
(9) PE 0.019 0.032 0.015 0.020 0.039 -0.128 -0.058 -0.279* 1.000
(0.793) (0.654) (0.839) (0.781) (0.593) (0.076) (0.423) (0.000)

* Correlation is significant at the 0.01 level
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In the study, the researcher applied winsorization at the 5 and 95 percentiles to address outliers
of variables. The results in Tables 5 and 6 indicate that the Pearson correlation analysis reveals no
significant relationships that would lead to multicollinearity, with correlation coefficients not exceeding
0.8 (Hair et al., 2010). This indicates that each variable is independent and suitable for further analysis

to explore relationships using multiple regression analysis.

The Impact of Key Audit Matters (KAMs) Reporting on Investor Reaction

Table 7 presents the results of the panel data analysis using a random-effects model with
firm-clustered standard errors to address autocorrelation and heteroskedasticity, examining the impact
of Key Audit Matters (KAMs) on investor reactions. Although the R-squared is relatively low, this is
not uncommon in the social sciences, especially in capital market research, where stock returns are
influenced by numerous observable and unobservable factors (Wooldridge, 2016). In explanatory
studies, statistical significance and theoretical consistency are generally more important than high
explanatory power. Therefore, the low R-squared is considered acceptable in this study.

For the SET market, the model can explain the influence of KAMs on both dependent variables,
the two-day and six-day CAR windows, with R-squared values of 0.094 and 0.054, respectively. The
total number of KAM issues has a significant negative effect on CAR (0,1) at the 0.10 significance
level. In contrast, an alternative measure of KAMs, word count, demonstrates a significant positive
effect on CAR (0,1) at the 0.05 significance level. While the results of CAR (0,5) reveal that there is
no significant. Considering the control variable BIG4, the results indicate a positive effect on CAR
at the 0.01 significance level for both the 2-day and 6-day event windows. Meanwhile, for listed
companies on the MAI market, the models show R-squared values of 0.136 and 0.085 for the two-day
and six-day CAR windows, respectively. The study finds no significant impact of KAM disclosures on
CAR over the (0,1) event window. However, over the (0,5) window, the number of KAM issues shows

a significant negative effect on CAR at the 0.10 significance level.
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Additionally, the wording of KAMs does not exhibit a statistically significant influence on investor
reaction. Among the control variables, both BIG4 and SIZE show a positive and statistically significant
relationship with CAR (0,1) at the 0.05 and 0.10 levels, while audit fees have a negative influence
on both the two-day and six-day CAR windows at the 0.10 significance level.

Regarding the impact of KAMs on investor reactions, the findings of this study contrast with those
of prior research from the pre-COVID-19 period (2016-2019) (Bayo Flees & Mouselli, 2023; Carvalho
et al,, 2025; Chirakool & Poonpool, 2021). An increase in KAM issues signals that the company is
confronted with multiple substantial risks or requires attention. This can raise investor concerns about
the company’s financial health and increase the perceived risk. Consequently, investors may react
negatively, potentially leading to adverse market responses such as reduced stock valuations or a
higher cost of capital. Supported by KPMG and PwC in 2020, the COVID-19 pandemic significantly
influenced investor decision-making, with a greater focus on asset valuation, impairment testing, and
how businesses were adjusting to these challenges (KPMG, 2020; PwC, 2020). Consequently, if auditors
disclose KAMs related to these issues, it may lead to observable changes in investor response behavior
during the post-pandemic period. In addition, the empirical evidence from the SET reveals that a
higher word count in KAMs disclosures positively influences investor reactions in the immediately
disclosed (CAR 2-day window), suggesting enhanced informational value. This is because increased
transparency, which provides investors with detailed insights into financial risks, boosts confidence
and reduces information asymmetry, leading to a more informed market and higher stock prices.
Consistent with Kongneam (2020), who found that the length of KAM had a positive influence on
stock prices.

Our findings reveal differences in investor reactions to KAMs. SET-listed companies experience
immediate investor responses, as evidenced by a significant 2-day CAR window, while MAI-listed
firms show delayed investor responses, observable only in a 6-day CAR window. This is because, in
terms of investor composition, the SET market has a high level of institutional and foreign investors
who hold concentrated equity positions and have financial and economic expertise. In contrast, the
MAI market is based on the retail investors who require longer information assimilation periods, give
limited emphasis to security analysis and news information, and delay their decisions to await analyst
recommendations (Thiammok & Tuvadaratragool, 2020; Visesrat & Rakangthong, 2023), therefore,
response timings vary significantly across market participants. Supported, the varying levels of financial
literacy in interpreting financial statements lead to differences in the investment decision-making

process in securities of companies listed on the stock market (Nooma, 2016).
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In terms of Bigd auditors, investors in listed companies on both the SET and MAI markets rely on
the reputation of Bigd audit firms and the credibility of their audit reports. Consistent with Kanthapanit
(2016), who concludes that the auditor’s report is a critical component, both the reputation of the
audit firm and the auditor’s report play a significant role in shaping investment decisions, whether
to buy, hold, or sell shares. The engagement of large audit firms is positively correlated with stock
price movements. This can be explained by the role of auditing firms in enhancing the accuracy
and timeliness of information disclosed. The credibility of such audited information helps reduce
information asymmetry, consequently leading stock prices to move in alignment with broader market
trends (Pham, 2021). Audit fees, which reflect the extent of audit work, duration, the resources required
for the auditing process, and the independence of the auditor, audit fees have been considered a
proxy for audit quality in prior research (Almashagbeh, Islam, Bakar, & Ghazalat, 2020; ISAH, FASUA,
Ugoh, & OJO, 2020; J. Li & Lin, 2005; Palmrose, 1988). In the context of the MAI market, a negative
relationship has been observed between audit fees and investor reactions, which may be due to
investors interpreting high audit fees as a sign of the firm’s operational risk, thereby necessitating
more extensive audit procedures. Retail investors often demonstrate lower levels of risk tolerance,
such perceptions may lead to negative reactions, as they are more sensitive to signals indicating

potential risks.

5. CONCLUSION AND DISCUSSION

This study provides a comprehensive analysis of the impact of Key Audit Matters (KAMs) disclosures
on investor reactions, focusing on companies listed in the SET100 and MAI between 2021 and 2023.
The descriptive statistics reveal significant differences in both company characteristics and KAM
disclosures between the SET100 and MAI markets, particularly in the number of issues disclosed and
the length of KAM reports. In general, SET companies report more KAMs and a higher word count in
their disclosures than MAI companies, reflecting the firms’ size and complexity.

The regression results indicate that the total number of KAM issues has a significant negative
effect on investor reactions, as measured by cumulative abnormal returns (CAR). The findings contrast
with those of prior research conducted during the pre-COVID-19 period (2016-2019), which indicate
an insignificant relationship (Bayo Flees & Mouselli, 2023; Carvalho et al., 2025; Chirakool & Poonpool,
2021). This shift highlights the value of KAMs disclosure and investor awareness, the disruptions
caused by the COVID-19 pandemic have heightened investor caution and increased their sensitivity
to perceived risks. Therefore, they tend to emphasize KAMs, which serve as a key signal of the

reliability of financial information, especially for asset valuation and impairment testing (KPMG, 2020;
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PwC, 2020). The findings from the SET market indicate that a higher word count in KAMs disclosures
is positively associated with investor reactions. This suggests that investors do not rely solely on the
number of KAM issues when assessing firm risk, they also consider the details of the information
provided in each disclosed matter when making investment decisions. In other words, firms listed
on larger markets often engage in more complex business activities, which may naturally lead to
more KAM issues. Therefore, the number of KAM issues alone does not necessarily indicate whether
the disclosure conveys a positive or negative signal to investors. Consequently, more extensive KAM
disclosures enhance transparency, reduce information asymmetry, and strengthen investor confidence.

Considering the timing of responses, in the SET market, investors were observed to respond
almost immediately (within a two-day window). In contrast, in the MAI market, investor response
occurred approximately 5 days after disclosure (within a 6-day window). This difference in response
time may be attributed to the varying investor compositions in each market. The SET tends to have
a higher proportion of institutional and foreign investors, whereas the MAI is primarily comprised
of retail investors. These investor groups differ in terms of financial and economic literacy. Retail
investors, in particular, tend to rely on expert or analyst reports before making investment decisions,
which may lead to longer decision-making times (Thiammok & Tuvadaratragool, 2020; Visesrat &
Rakangthong, 2023). According to the Efficient Market Hypothesis, under semi-strong form efficiency,
stock prices should adjust rapidly to publicly available information. The findings indicate that the
SET market incorporates public information into stock prices more quickly than the MAI, suggesting
that SET exhibits a higher level of market efficiency. Nevertheless, because price adjustments in both
markets do not occur immediately following information disclosure, neither the SET nor the Market
for Alternative Investment (MAI) can be considered semi-strong form efficient.

In addition, other measures of audit quality, BIG4 auditors, and audit fees are significantly related
to investor reaction. The results demonstrate that in both the SET and MAI markets, investors rely
on the reputation of the audit firm, especially BIG4. This is evidenced by the positive relationship
with investor responses when a company is audited by a large audit firm, investors tend to have
greater confidence in the accuracy and reliability of the financial statements. In contrast, audit fees
reflecting auditor independence and operational risk, retail investors may see higher audit fees as a
sign of underlying issues and respond with increased caution to limit potential risk. Finally, signaling
theory provides a framework for understanding the results by positing that KAM disclosures serve as
signals to investors of a company’s financial health and risk management practices. This is evident
in the significant investor reactions observed following the disclosure of KAMs in both the SET and
MAI markets in Thailand.
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6. CONTRIBUTION

The results provide evidence supporting the informational value of KAM disclosures. Over the
three years following the COVID-19 pandemic, investors appear to have placed greater emphasis on
KAMs in evaluating investment risk. The significant association identified in this study is consistent
with signaling theory, indicating that KAMs serve as credible signals of firm-specific risk and provide
decision-useful information rather than merely representing regulatory compliance. Moreover, the
findings align with the efficient market hypothesis, as cumulative abnormal returns (CAR) adjust in
response to publicly available information. The evidence shows that investor reactions occur within
two days in the SET market, whereas the adjustment period extends to six days in the MAI market.
This variation suggests differences in market efficiency, firm characteristics, or investor sophistication
between the two markets.

The findings also have important implications for auditors and regulators, as KAM disclosures
contain informational value that significantly impacts investor reactions in both the SET and MAI
markets. Auditors should therefore ensure that KAMs are clear, balanced, and firm-specific, avoiding
boilerplate language that diminishes communicative value and decision-usefulness. For regulators,
including the SET and the SEC, the observed market reactions provide empirical evidence to evaluate
the effectiveness of KAM-related policies, enhance disclosure guidelines, and assess differences in
market efficiency between the SET and MAL

In addition, for corporate management, the findings can serve as feedback to evaluate and improve
governance quality, risk management systems, and disclosure practices in order to enhance long-term
credibility in the capital market. Management should also recognize that issues emphasized by auditors
may influence investors’ risk perceptions and firm valuation. Therefore, appropriate communication
strategies should be implemented to clearly and timely explain the context of KAM disclosures,
thereby reducing misinterpretation and unnecessary market volatility. Moreover, for investors, KAM
disclosures can be used to assess firm-specific risk. The issue and word of KAMs can support CAR
analysis and trading decisions, helping investors better evaluate firm value and uncertainty. Investors
in the MAI market should consider a longer market adjustment period than in the SET and may need

to apply a wider event window when evaluating the impact of KAM disclosures.
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7. LIMITATION AND FUTURE STUDY

This study has two main limitations. First, KAM disclosures are measured using the number of
issues and word count. Although these measures capture the extent of disclosure, they may not
fully reflect qualitative aspects such as tone, specificity, readability, or the severity of the underlying
risks, which could influence how investors interpret the information. Second, investor reactions are
examined within specific short-term event windows. While appropriate for detecting immediate market
responses, this approach may not capture delayed or longer-term market adjustments, potentially
understating the full economic impact of KAM disclosures.

Future research could address these limitations by incorporating textual analysis techniques to
examine tone, sentiment, readability, and risk intensity of KAM disclosures. In addition, extending the
event window or employing long-term performance measures may provide deeper insights into the

persistence and broader economic consequences of KAM-related information.
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