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ABSTRAK

Tujuan kajian ini adalah untuk menyelidik reaksi harga pasaran saham terhadap saham
yang dimasukkan ke dalam senarai jualan singkat yang dikawal selia dan sahamyang
dikeluarkan daripada senarai jualan singkat yang dikawal selia di pasaran ekuiti Malaysia
atau diketahui sebagai Bursa Malaysia dalam tempoh tahun 2010 hingga 2012. Sebanyak
71 saham yang dimasukkan ke dalam senarai jualan singkat yang dikawal selia and 76
saham yang dikeluarkan daripada senarai jualan singkat yang dikawal selia telah dipilih
sebagai sampel untuk pengajian ini. Abnormal return (AR), Average Abnormal Return
(AAR) dan Cumulative Abnormal Return (CAR) dengan cara t-statistic telah digunakan
untuk mengenalpasti tujuan kajian ini. Hasil kajian ini bertentangan dengan jangkaan
bahawa harga saham tiada perubahan sebelum dimasukkan ke dalam senarai jualan
singkat yang dikawal selia dan harga pasaran akan naik berturutan setelah dimasukkan ke
dalam senarai juala singkat yang dikawal selia di Bursa Malaysia. Keputusan kajian yang
bertentangan dengan jangkaan telah disiasat melalui jurnal daripada ulama dahulu dan
didapati keputusan demikian berkemungkinan dipengaruhi oleh maklumat peribadi yang
telah diberitahu kepada pelabur sebelum pengumuman rasmi atas kemasukkan saham ke
senarai jualan singkat yang dikawal selia. Jangakaan untuk reaksi harga pasaran saham
sebelum and setelah dikeluarkan daripada senarai jualan singkat yang dikawal selia
disokong oleh keputusan kajian ini dimana tiada perubahan atas harga saham sebelum
saham dikeluarkan daripada senarai jualan singkat yang dikawal selia and harga saham
akan turun selepas dikeluarkan daripada senarainya.

Katakunci: pelaburan, jualan singkat yang dikawal selia, kajian acara, maklumat peribadi,
Bursa Malaysia



ABSTRACT

The objective of this study is to examine the market reaction towards the listing and
delisting of stocks from regulated short selling (RSS) list in Bursa Malaysia (BM) from
the research period of 2010 to 2012. A total of 71 stocks have been chosen to list in RSS
listin BM and a total of 76 stocks were being removed from RSS list in BM during the
research period. Abnormal return (AR), Average Abnormal Return (AAR) and
Cumulative Abnormal Return (CAR) were used to examine the market reaction with t-
statistic was taken to test the significance of the results. The finding and analysis do not
support our prediction of stock prices were stagnant prior to list in RSS list and stock
prices would move in an upward trend after it is listed in RSS list in BM. Few journal in
regards to the findings that do not support the prediction were studied and were found
that opposite outcome from our prediction could be due to private information of stocks
to be listed in RSS list prior to the official announcement could possibly leaks to investor
that induce speculation on stock investment. Prediction on price movement on stocks to
be delisted from RSS list before and after were supported where stock prices were
stagnant prior to removal from RSS list and stock price move downward after it is being
removed from RSS list.

Keywords: investment, regulated short selling, event study, private information, Bursa
Malaysia
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CHAPTER 1

INTRODUCTION

1.0 Chapter Overview

Investment defines that asset of companies into which fund can be placed with the
expectation that it will generate positive income and / or preserve or increase its value.
(Gitman, Joehnk, & Smart, 2011). According to Gitman et al. (2011), investment is an
activity that could be conducted by investors in the economy for their mission or vision to
increase capital or wealth. Formal definition of investment by Brown & Reilly (2002)
refer to future payment to investor, for a period of time that will compensate the investor
for the i) the time of the fund invested, ii) inflation rate during the investment period and

iii) The unforeseen investment value changes in the future payment.

Typically, there are two types of investors, i. individual investor and ii. institutional
investor (Gitman et al., 2011). Individual investor refers to individual or household who
invests for personal financial goal. Institutional investor is comprised of government,
corporate, bank, pension fund, fund manager, insurance company & etc. whom are paid
to manage money of people for capital gain or for the purpose to increase the

shareholders’ wealth (Gitman et al., 2011).

According to Gitman et al., (2011), major types of investments available are short term
investments, common stocks, fixed income securities, mutual funds, derivatives and
miscellaneous which include various types of other investment vehicles that are widely

used by investors.



The contents of
the thesis is for
internal user
only



REFERENCES

American Psychological Association. (2001). Publication manual of the American
psychological association (5" ed.). Washington, DC: Author.

Asquith, P., Pathak, P. A., & Ritter, J. R. (2004). Short Interest And Stock Returns.
Working Paper, National Bureau of Economic Research, Cambridge.

Bai, Y., Chang, E. C., & Wang, J. (2003). Asset Prices Under Short-Sale Constraints.
Working Paper. The University of Hong Kong, Hong Kong.

Benjamin, B., & Tyler J. B. (2012). Concentrated short-selling activity: bear raids or
Contrarian trading?, International Journal of Managerial Finance, 8(3), 187 —
203

Bodie, Z., Kane, A., & Marcus, A. J. (2008). Essentials of Investments. (7" Ed.). New
York: McGraw-Hill/lrwin.

Bris, A. (2008). Short selling activity in financial stocks and the SEC July 15™
emergency order. Working Paper, IMD European Corposrate Governance
Insititute and Yale International Center for Finance, Lausanne, Switzerland.

Bursa to introduce regulated short-selling. (n.d.). Retrieved April 17, 2012, from The
Star Web site: http://www.thestar.com.my/story.aspx?file=%2f2006%2f10%
2f2%2fbusiness%2f20061002194836&sec=business

Bursa Malaysia Participating Organisations’ Circular (No : R/R 16 OF 2006). (n.d.)
Directives on the list of approved securities. Retrieved April 18, 2012, from Bursa
Malaysia Web site: http://www.bursamalaysia.com/website/bm/regulation/rules/
bursa_rules/bm_securities.html.

Bursa Malaysia Participating Organisations’ Circular (No : R/R 1 OF 2010). (n.d.)
Directives on the list of approved securities. Retrieved April 18, 2012, from Bursa
Malaysia Web site: http://www.bursamalaysia.com/website/bm/regulation/rules/
bursa_rules/bm_securities.html.

Bursa Malaysia Participating Organisations’ Circular (No : R/R 3 OF 2010). (n.d.)
Directives on the list of approved securities. Retrieved April 18, 2012, from Bursa
Malaysia Web site: http://www.bursamalaysia.com/website/bm/regulation/rules/
bursa_rules/bm_securities.html.

Bursa Malaysia Participating Organisations’ Circular (No : R/R 1 OF 2011). (n.d.)
Directives on the list of approved securities. Retrieved April 18, 2012, from Bursa
Malaysia Web site: http://www.bursamalaysia.com/website/bm/regulation/rules/
bursa_rules/bm_securities.html.

Bursa Malaysia Participating Organisations’ Circular (No : R/R 5 OF 2011). (n.d.)
Directives on the list of approved securities. Retrieved April 18, 2012, from Bursa
Malaysia Web site: http://www.bursamalaysia.com/website/bm/regulation/rules/
bursa_rules/bm_securities.html.

53


http://www.thestar.com.my/story.aspx?file=%2f2006%2f10%25%202f2%2fbusiness%2f20061002194836&sec=business
http://www.thestar.com.my/story.aspx?file=%2f2006%2f10%25%202f2%2fbusiness%2f20061002194836&sec=business
http://www.bursamalaysia.com/website/bm/regulation/rules/
http://www.bursamalaysia.com/website/bm/regulation/rules/
http://www.bursamalaysia.com/website/bm/regulation/rules/
http://www.bursamalaysia.com/website/bm/regulation/rules/
http://www.bursamalaysia.com/website/bm/regulation/rules/

Bursa Malaysia Participating Organisations’ Circular (No : R/R 3 OF 2012). (n.d.)
Directives on the list of approved securities. Retrieved April 18, 2012, from Bursa
Malaysia Web site: http://www.bursamalaysia.com/website/bm/regulation/rules/
bursa_rules/bm_securities.html.

Bursa Malaysia Participating Organisations’ Circular (No : R/R 8 OF 2012). (n.d.)
Directives on the list of approved securities. Retrieved April 18, 2012, from Bursa
Malaysia Web site: http://www.bursamalaysia.com/website/bm/regulation/rules/
bursa_rules/bm_securities.html.

Bursa Annual Audited Report dated 31°' December 2012. (n.d.). Retrieved April 22,
2012, from Bursa Malaysia Web site:

Champion, K. J., & Hirschfeld, A. (2010). SEC holds roundtable on securities
lending/short selling. Journal of Investment Compliance, 11(1), 17-31.

Chang, E.C., & Yu, Y. (2004). Short-Sales Constraints and Price Discovery :
Evidence from the Hong Kong Market. Working Paper, The University of Hong
Kong, Hong Kong

Chapter 7 Trading. (n.d.). Retrieved May 3, 2012, from Bursa Malaysia Web Site :
http://www.bursamalaysia.com/misc/system/assets/2409/rules_bms_brchapter7.p
df

Chen, C. X. (2012). The anatomy of short sales and price adjustment: evidence from
the Hong Kong stock market, International Journal of Managerial Finance, 8(3),
204-218.

Diamond, D.W., & Verrecchia, R.E. (1987). Constraints on short-selling and asset
price adjustment to private information, Journal of Financial Economics, 18, 277-
311.

Economic Update Short-selling. (n.d.). retrieved April 17, 2012, from
http://www.oxfordbusinessgroup.com/economic_updates/short-selling

Endo, T., & Rhee, S. G. (2006). Margin Purchase and Short Sales in Emerging
Markets : Their Rationales and Design Variables. Retrieved April 24, 2012, from
Social Science Research Network Web site: http://ssrn.com/abstract=132730

Ethan Watson, Mary C. Funck, (2012),A cloudy day in the market: short selling
behavioural bias or trading strategy, International Journal of Managerial
Finance, 8(3), 238 — 255.

Fama, E. (1998), Market efficiency, long-term returns, and behavioral finance,
Journal of Financial Economics, 49, 283-306.

Figlewski, Stephen, 1981, The informational effects of restrictions on short sales:
some empirical evidence, Journal of Financial and Quantitative Analysis, 16,
463-476.

54


http://www.bursamalaysia.com/website/bm/regulation/rules/
http://www.bursamalaysia.com/website/bm/regulation/rules/
http://www.bursamalaysia.com/misc/system/assets/2409/rules_bms_brchapter7.pdf
http://www.bursamalaysia.com/misc/system/assets/2409/rules_bms_brchapter7.pdf
http://www.oxfordbusinessgroup.com/economic_updates/short-selling

Gitman, L. J., Joehnk, M. D., & Smart, S. B. (2008). Fundamentals of Investing (11"
Ed.). Boston: Greg Tobin.

Haggard, K. S., Hao, Q., & Zhang, Y. J. (2012). Are hedge funds guilty of
manipulative short-selling?. Managerial Finance, 38(11), 1048-1066.

Henderson, Jr. and Glenn V. (1990). Market discounts and proceeds usage for
seasoned equity offerings. Investment Management and Financial Innovations,
6(2)

Jarrow, R.A. (1992), Market manipulation, bubbles, corners and short squeezes,
Journal of Financial and Quantitative Analysis, 27, 311-36.

Lin, T. C. (2012). Dynamic short-sale constraints, price limits, and price dynamics.
International Journal of Managerial Finance, 8(3), 256-279

Mackinlay, A.C, (1997), Event study in economics and finance, Journal of Economic
Literature, 35, 13-39.

Miller, E., (1977). Risk, uncertainty, and divergence of opinion, Journal of Finance,
32,1151-1168.

Moffett, C. M., Brooks, R., Jeon, J. Q. (2012). The efficacy of Regulation SHO in
resolving naked shorts. Journal of Financial Regulation and Compliance, 20(1),
72-98.

Reed, A. V. (2007). Costly Short Selling and Stock Price Adjustment to Earnings
Announcements. Working Paper, The University of North Carolina, Chaper Hill,
North Carolina.

Reilly, F. K., & Brown, K.C. (2002). Investment Analysis Portfolio Management (10"
ed.). Mason, USA: Conveo Publisher Services.

Regulated Short Selling On Bursa Malaysia From Jan 3. (n.d.). Retrieved April 17,
2012, from http://bernama.com.my/finance/news.php?id=237976

Senchack, A.J., & Starks, L.T. (1993). Short-Sale Restrictions and Market Reaction
to Short-Interest Announcements, Journal of Finance and Quantitative Analysis,
28(2), 177-194

Singhania, M., & Anchalia, J. (2013). Volatility in Asian stock markets and global
financial crisis, Journal of Advance in Management Research,10(3), 333-351

Staley, K. F. (1997). The Art of Short Selling (A Marketplace Book). Canada: John
Wiley & Sons, Inc.

Tse, Y., & Williams, M. (2010). Restricted private information provision during short
sale bans. Managerial Finance, 36(8), 722 — 737

Ulibarri, C. A., Florescu, I., & Eidsath, J. M. (2009). Regulating noisy short-selling of
troubled firms?. Journal of Financial Economic Policy, 1(3), 227 — 245.

55


http://bernama.com.my/finance/news.php?id=237976



