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ABSTRACT

Intraday price reversal is caused by overreaction of new information which investors receive during a
market close. An investor tends to be overconfident in analyzing a security, resulting in overreaction of the
information which leads to a temporarily mispriced from the fundamental price level of the news, and reverses to its
opposite direction afterwards. This research examines the intraday price reversals of SET50 Index Futures and S&P

500 Futures on event days with large opening gaps. According to the data covering a period of 2016 to 2017, the
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result shows significant price reversals on SET50 Index Futures and that an investor could make an abnormal return
after considered transaction costs. In contrast, the study does not find any significant evidence of price reversals or
abnormal reactions on a market like S&P 500 Futures which has relatively high trading volume. This conforms to the
Fama’s Efficient Market Hypothesis (1970) which states that market’s efficiency is proportional to its trading volume.
In other words, the more trading volume or liquidity the market has, the closer the market would be to the definition
of efficient market and the harder for an investor to gain an abnormal return. It is also possible that S&P 500 Futures
is a Developed Market whose investors can access to new information in a timely efficient manner, making the
market price reflects the upcoming information more effectively than that of SET50 (Emerging Market). Last, the
paper finds a positive relationship between the magnitude of opening gaps and the return from intraday price

reversals.
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