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ABSTRACT

Objective — The study aimed (1) to investigate the level and issue of key audit matters (KAMSs) disclosure of listed
companies in Thailand, Malaysia, and Singapore, (2) to test the different level of KAMs disclosure of listed companies
between Thailand, Malaysia, and Singapore, and (3) to examine the relationship between KAMs disclosure and stock
reaction.

Methodology/Technique — Samples were 96 listed companies of Top-50 firms from Thailand, Malaysia, and
Singapore. Content analysis by word counting and checklist was used to quantify KAMs disclosure in audit reports
during 2016 to 2019, while the stock reaction was measured by the stock price of the sample’s common share.
Descriptive analysis, independent sample t-test, correlation matrix, and multiple regression was used to analyze the
data.

Findings — As the results, the study found that the average word of KAMs the disclosure was 878.74 words with 2.38
average issues during 2016 to 2019. There was a significantly different level of KAMs disclosure of listed companies
between Thailand and Malaysia, between Thailand and Singapore, and between Malaysia and Singapore. Moreover, the
study found a positive significant relationship between KAMs disclosure (Word) and the stock price, while there was a
negatively significant relationship between KAMs disclosure (Issue) and the stock price.

Novelty — This study is the first cross-sectional study of KAMs disclosure in ASEAN region.
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1. Introduction

The traditional auditor’s report failed to provide communicative quality and informative value. Moreover,
the report could not reduce the problem of information asymmetry between corporations and users of
financial statements especially investors who are going to invest in the corporate common share.
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Therefore, in 2015, the International Auditing and Assurance Standards Board (IAASB) had been
launched the new audit report including key audit matters (KAMs) the disclosure which aims to increase
communication quality and informative value on the auditor’s report. There are several countries that have
KAMs disclosure such as the United Kingdom, France, Switzerland, Australia, New Zealand, and Hong
Kong. In the ASEAN region, the listed companies in capital markets from Thailand, Malaysia and Singapore
need to have the new audit reports including KAMs disclosure since 2016.

To increase the quality of communication and value of information, KAMs disclosure can close or reduce
information asymmetry between the corporations and financial statements’ users including the investors. The
benefit of information asymmetry between the corporations and investors by KAMs disclosure is an increase
of stock the reaction in terms of volume and price. This can be explained by the signaling theory that KAMs
disclosure can reduce information asymmetry between the corporations and investors, therefore, the investors
can consider the information of KAMs disclosure for decision making.

However, although there were several prior related studies of KAM disclosure in ASEAN countries such
as Thailand, Malaysia, Indonesia, and Singapore (CFO, 2017), no cross-sectional study surveying KAMs
disclosure in the ASEAN region. Therefore, there is unknown about the different levels and issues of KAMs
disclosure in the region. Moreover, the results of the relationship between KAMs disclosure and stock
reaction were mixed (Srijunpetch, 2017). On one hand, most prior studies found a positive relationship
between KAMs disclosure and stock reaction (Kipp, 2017; Almulla and Bradbury, 2018; Limaporn, 2019;
Altawalbeh and Alhajaya, 2019). It is because the KAMs disclosure can reduce information asymmetry
between the corporations and investors so that the investors consider the information of KAMs disclosure to
make a decision. On the other hand, if KAMs disclosure provides negative information reporting, the
investors may consider not to invest in the corporate common share. It means there was a negative
relationship between KAMs disclosure and stock reaction (Boonyanet, and Promsen, 2018).

Therefore, from the research problems above, this study aimed to investigate the level and issue of key
audit matters (KAMSs) disclosure of listed companies in Thailand, Malaysia, and Singapore, to test the
different level of KAMs disclosure of listed companies between Thailand, Malaysia, and Singapore, and to
examine the relationship between KAMs disclosure and stock reaction. This study will provide several
contributions expected such as the knowledge of KAMs disclosure in ASEAN region as well as the other
regions, a database of KAMs disclosure in developing countries, and the guideline of financial statements’
users and policy makers.

To remind the structure of the study, a literature review will begin with KAMs disclosure following by
hypothesis development. Next, the methods will explain the population and sample used in this study, data
collection, variable measurement, and data analysis. Findings and discussions will be tested to solve the
study’s objectives. Finally, a summary and suggestion for future study will be described including
contributions and implication, and limitation of the study.

2. Literature Review
2.1 Key Audit Matters (KAMs) Disclosure in Thailand, Malaysia, and Singapore

Based on the prior related studies, it can be concluded that the KAMs disclosure increase communication
quality and informative value on the auditor's report. The report shows the independence of the auditor from
an investor's perspective. Providing additional audit insights make the new auditor's report help reduce the
information gaps. It is important to be found in every country, but the issue of KAMs disclosure varies from
country to country. Even though Thailand, Malaysia, and Singapore had adopted KAMs disclosure for their
listed companies in the capital markets in the same year of 2016, there were different kinds of literature in
each country.

For example, in Thailand, Pratoomsuwan, and Yolrabil (2018) found the different levels and issues of
KAMs disclosure in each industry. They also found that the average words were 594 words and the average
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issues were 1.92 issues of KAMs disclosure. The top-five issues of KAMs disclosures were revenue
recognition, inventory, trade accounts receivable, allowance for impairment, and measurement of assets
respectively. In Malaysia, The AOB et al. (2018) found that the average issues of KAMs were disclosed as
2.09 issues. The top-five issues of KAMs disclosure are revenue recognition, impairment of trade
receivables, impairment of goodwill and intangible assets, measurement of inventories, and impairment of
investments. The AOB et al. (2018) also found that, in Singapore, KAMs disclosure was disclosed 2.3
average issues with top-five issues of KAMs disclosure as trade receivables, impairment, measurement of
inventories, revenue recognition, impairment of goodwill and intangible assets, and land impairment
buildings and equipment.

2.2 Hypothesis development

This studies the relationship between key audit matters (KAMs) disclosure and the stock reaction was
based on signalling theory (Connelly 2011) because KAMs disclosure is used to reduce asymmetric
information between managers and investors. Fellnas et al. (2015), Dejcharasorn et al. (2019), and Min and
Kee (2019) and that, when KAMs disclosed in the auditor’s reports, the content of the auditor’s report is
easier to read and understand with more negative content. Moreover, the users of financial statements were
aware of risks or in-depth company information. As a result, the auditor’s reports are useful to the users of
the financial statements. On one hand, most prior studies found a positive relationship between KAMs
disclosure and stock reaction (Fellnas et al., 2015; Almulla and Bradbury, 2018; Limaporn, 2019; Altawalbeh
and Alhajaya, 2019). In other words, if the investors receive important information from the auditor’s report
including KAMs disclosure, it will make it easier for investors to make buying and selling decisions. This
makes the stock prices go up if the investors can accept the risks that occur and transparency of information
disclosure (Altawalbeh and Alhajaya, 2019). However, studies found that the disclosure had no relationship
between KAM s disclosure and stock reaction (KOHLER and THEIS 2016; Srijunpetch, 2017; Kipp, 2017).
The reason is that the increase of KAMs disclosure was not helped in investors’ making more investment
decisions (Srijunpetch, 2017). Therefore, to find the answer in the ASEAN region, this study aims to
hypothesize that:

H1: There was a positive relationship between KAMs disclosure (word counting) and the stock price.

H2: There was a positive relationship between KAMs disclosure (number of issues) and the stock price.

3. Methods

The population was all Top-50 listed companies in three main capital markets from Thailand, Malaysia,
and Singapore. However, the study excluded the listed companies that were not in Top-50 in each country
continually during 2016 to 2019, therefore, the samples used in this study were 96 Top-50 listed firm from
Thailand, Malaysia, and Singapore. Corporate annual reports of samples during 2016 to 2019 were used to
collect the data of KAMs disclosure, while websites of capital markets of sampled countries were used to
collect data of stock reaction.

Content analysis by word counting and issue checklist was used to quantify the level and issue of KAMs
disclosure in the auditor’s report (Srijunpetch, 2017; Almulla and Bradbury, 2018; Limaporn, 2019), while
stock action was measure by common stock price of each main capital market in Thailand, Malaysia, and
Singapore (Boonyanet, and Promsen, 2018). In addition, corporate characteristics were used as control
variables in this study such as firm size, audit type, efficiency capital market, and ASEAN CG Scorecard. For
example, firm size was measured by corporate total asset, audit type was measured by dummy variables as 1
= Big-4 auditors, and 0 = otherwise, efficiency capital market was measured by dummy variables as 1 =
Singapore, and 0 = otherwise, and ASEAN CG Scorecard was measured by dummy variables as 1 = Top-50
ASEAN CG Scorecard firms, and 0 = otherwise (Thai-10D, 2019).
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Within three main objectives, descriptive analysis was used to analyze the level and issue of KAMs
disclosure in auditor’s report of listed companies in Thailand, Malaysia, and Singapore, while independent
sample t-test was used to test the different level of KAMs disclosure in auditor’s report between Thailand,
Malaysia, and Singapore. Correlation matrix used to test for multicollinearity between the variables. Finally,
multiple regression was used to test for the relationship between KAMs disclosure and stock reaction. The
regression equation used was as follows:

PRICE = 0 + BIWORD + p2ISSUE + B3SIZE + p4AUDIT + BSMARKET + S6ASEANCG + ¢
Where
PRICE = Stock reaction measured by stock price
WORD = KAMs disclosure measured by word counting
ISSUE = KAMs disclosure measured by issue checklist
SIZE= Firm size measured by total asset
AUDIT = Audit type measured by 1 = Big-4 auditors, and 0 = otherwise
MARKET = efficiency market was measured by 1 = Singapore, and 0 = otherwise
ASEANCG = ASEAN CG was measured by 1 = Top-50-ASEAN firms, and 0 = otherwise

4, Results and Discussions

From 384 samples used in this study, samples were classified from Thailand as 156 samples, from
Malaysia as 104 samples, and from Singapore as 124 samples. The study found that the size of listed
companies, as measured by total assets, was an average of 27,087.73 million US dollars. Most companies
used audit firms from Big4 auditors as 91.90 percent, while the others used Non-Big4 as 8.10 percent. Most
companies were in an inefficient market with 67.70 percent in the inefficient capital market, and only 32.30
percent in efficiency capital market. Regarding corporate governance as measured by the ASEAN CG
Scorecard, this study found that there was only 19.80 percent of samples that were as top-50 ASEAN CG
companies, while 80.20 percent were not into top-50.

To investigate the level and pattern of KAMs disclosure of listed companies in Thailand, Malaysia, and
Singapore, Table 1 indicates that the average word of KAMs disclosure was 855.85 words in Thailand,
722.24 words in Malaysia, and 1,038.78 words in Singapore. In addition, the average issue of KAMs
disclosure was 2.37 issues in Thailand, 2.10 issues in Malaysia, and 2.61 average issues in Singapore. The
study indicated that listed companies in Singapore provided the higher level of KAMs disclosure in terms of
both word and issue than listed companies in Thailand and Malaysia. Finally, the study found that the
average word of KAMs disclosure was 878.74 words with 2.38 average issues during 2016 to 2019.

Table 1. The level and pattern of KAMs disclosure in Thailand, Malaysia, and Singapore

2016 2017 2018 2019 Average
Mean SD Mean SD Mean SD Mean SD Mean SD
Thailand
Word 788.46 337.05 883.46 457.62 883.05 454.52 868.44 417.73 855.85 374.58
Issue 2.33 0.96 2.54 1.14 2.31 0.95 2.31 0.98 2.37 0.90
Malaysia
Word 733.77 282.87 689.04 314.39 740.58 442.10 725.58 372.76 722.24 307.77
Issue 2.35 0.98 2.08 0.89 2.08 1.13 1.88 0.86 2.10 0.84
Singapore
Word 876.94 739.46 102294 619.06 111635 761.33  1138.90 955.84  1038.78 680.96
Issue 1138.90  955.84 2.74 1.61 2.71 1.64 2.58 1.63 2.61 1.42
Average
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Word 802.22 492.30 875.84 497.43 919.80 582.29 917.08 649.57 878.74 492.71

Issue 2.36 1.28 2.48 1.27 2.38 1.27 2.28 1.22 2.38 1.09

To test for a different level of KAMs disclosure in Thailand, Malaysia, and Singapore, table 2 indicates
that the word of KAMs disclosure between Thailand and Malaysia and between Malaysia and Singapore was
a significant different at 0.01 level, while the word of KAMs disclosure between Thailand and Singapore was
a significantly different at the 0.05 level. In terms of different issue of KAMs disclosure, the issue of KAMs
disclosure between Thailand and Malaysia, was a significantly different at the 0.05 level. However, the issue
of KAMs disclosure between Thailand and Singapore were no significant differences at the 0.05 level.
Moreover, the issue of KAMs disclosure between Malaysia and Singapore was a significant different at the
level of 0.01.

Table 2. Independent sample t-test

Vx;izle N Mean SD t Sig

Thailand 39 855.85 417.35 2.685 0.008**
Malaysia 26 722.24 353.52 2.775 0.006**
Thailand 39 855.85 423.34 -2.522 0.012*
Singapore 31 1038.78 775.73 -2.368 0.019*
Malaysia 26 722.24 353.52 -3.839 0.000**
Singapore 31 1038.78 775.73 -4.068 0.000**
Variable N Mean SD t Sig

Issue

Thailand 39 2.37 1.00 2.197 0.029*
Malaysia 26 2.10 0.97 2.212 0.028*
Thailand 39 2.37 1.00 -1.504 0.134
Singapore 31 2.61 1.66 -1.426 0.156

Malaysia 26 2.10 0.97 -2.803 0.006**
Singapore 31 2.61 1.66 -2.926 0.004**

** is significant at 0.01 level, and * is significant at 0.05 level

Before the multiple regression analysis was performed, table 3 showed the correlation matrix to test for
multicollinearity between the seven variables used in this study. The variance inflation factor (VIF) of the
correlation matrix between 1.033 and 2.926 which indicated that there was no hyperlink between the
variables used in this study. In addition, Suttipun (2018) identified that the VIF should not be more than 10.
Based on the correlation coefficients between the seven variables used in this study, there were significant
correlations between PRICE, WORD, SIZE, and MARKET at either 0.01 levels, while there was no
correlation between PRICE, ISSUE, AUDIT, and ASEANCG at 0.05 level.

Table 3. Correlation matrix

Variables PRICE WORD ISSU SIZE AUDIT MARKET  ASEANCG
PRICE 1 - - - - - -
WORD 0.137** 1 - - - - -
ISSUE 0.046 0.792** 1 - - - -

SIZE 0.295** 0.273** 0.201** 1 - - -
AUDIT 0.062 0.084 0.157** 0.052 1 - -
MARKET 0.184** 0.198** 0.131* 0.211** 0.041 1 -
ASEANCG -0.055 0.114* -0.008 0.237** -0.045 -0.063 1
VIF - 2.926 2.820 1.178 1.033 1.093 1.113

** s significant at 0.01 level, and * is significant at 0.05 level
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To examine for the relationship between KAMs disclosure in the auditor’s report and the stock reaction,
table 5 indicates that the word of KAMs disclosure, the market efficiency, and the firm size were positively
significant relationship with the stock reaction at the level of 0.01 and 0.05. However, the issue of KAMs
disclosure and corporate governance were negatively significant relationship with the stock reaction at the
level of 0.05. Moreover, the audit firm was not significantly correlated with the stock reaction at the 0.05
level. Thus, this study accepted H1, while H2 was rejected. It can be seen that the R square is not as high as
13.00 percent. It demonstrated that KAMs disclosures in the audit only partially influence the reaction of the
stock. The remaining 90 percent comes from factors that determine the stock price, such as expected returns,
and the risk that investors will face from investing in the stock.

Table 4. Multiple regression

Variables B Beta t Sig.
-Constant- 2.484 - 1.727 0.085
WORD 0.003 0.210 2.557 0.011*
ISSUE -1.233 -0.200 -2.485 0.013*
SIZE 3.491E-5 0.289 5.546 0.000**
AUDIT 1.440 0.051 1.039 0.299
MARKET 1.611 0.097 1.941 0.053
ASEANCG -2.724 -0.140 -2.771 0.006**
R Square 0.134
Adj. R Square 0.120
F-value (sig.) 9.694**
N 384

** is significant at 0.01 level, and * is significant at 0.05 level

The result of a positive relationship between the word of KAMs disclosure with the stock reaction was
consistent with Kipp (2017) and Almulla and Bradbury (2018). It is because the information disclosed is
more reliable and the language or writing pattern is easier to understand. As a result, investors have an
understanding of the information in the auditor's report. As a result, when more the word of KAM s
disclosure, the stock will be higher. Besides, Fellnas et al. (2015) indicate that KAMs disclosure help reduces
gaps information. However, the result of a negative relationship between the issue of KAMs disclosure and
the stock reaction was different from Srijunpetch (2017), Boonyanet and Promsen (2018), and Limaporn
(2019). It could be due to different contexts, the context in this study revealed most of the issue in a negative
direction. This caused some non-professionals to view the Company's operations as risky, resulting in
investment decisions. When there are many issues, the stock price will drop. This study demonstrates the
design of the issue writing style, and the contents inside should be more related.

5. Conclusions and Suggestions for Future Study

To investigate the level and issue of key audit matters (KAMSs) disclosure of listed companies in Thailand,
Malaysia, and Singapore, to test the different level of KAMs disclosure of listed companies between
Thailand, Malaysia, and Singapore, and to examine the relationship between KAMs disclosure and stock
reaction, the study found that the average words of KAMs the disclosure was 878.74 words during 2016 to
2019. There was a significantly different level of KAMs disclosure of listed companies between Thailand and
Malaysia, between Thailand and Singapore, and between Malaysia and Singapore. Moreover, the study found
a positively significant relationship between KAMs disclosure and the stock price. Using control variable, the
study found a positive relationship between firm size, ASEAN CG Scorecard, and stock reaction.

The findings of the study provide several contributions and implications. In terms of theoretical
contributions, the study’s results shed the light of the cross-sectional study of KAMs disclosure in ASEAN
region represented by Thailand, Malaysia, and Singapore. The findings demonstrated that signalling theory
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can explain the reason for the relationship between KAMs disclosure and stock reaction. Moreover, the
study’s results can be used as literature of KAMs disclosure in developing and developed countries. In terms
of practical contributions and implications, the positive relationship between KAMs disclosure and stock
reaction can be important information for a corporate investor to make their decision. The external auditors
have benefited from the positive relationship between variables because they can reduce information
asymmetry between their partner as corporations and the users of financial statements by increasing
communicative quality and informative value. Finally, policymakers can benefit from the new audit reporting
standard of KAMs disclosure to promote investment in the capital market.

However, there are some limitations in this study. Firstly, although the study investigated KAMs
disclosure of listed companies in Thailand, Malaysia, and Singapore, there are the other member countries in
the ASEAN region that are not chosen such as Indonesia, the Philippines, Vietnam, and Brunei. A small
number of samples used in this study can be mentioned as a limitation because the study picked up only Top-
50 listed companies from each capital market in Thailand, Malaysia, and Singapore. Finally, the study
focused on only ASEAN region to investigate KAMs disclosure, but there is no comparison with the other
regions such as the European region or Australian region. Therefore, to suggest for the future study, KAMs
disclosure will be studied and compare between ASEAN and Australian regions by using a greater number of
listed companies.
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