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ABSTRACT
TE 156789

The purpose of this study was to analyze the risk and the return on large
commercial bank sector securities by Stochastic Frontier Method. Four large
commercial bank sector szcurities were selected namely the security of Bangkok Bank
Public Company Limited (BBL.), Kasikorn Bank Public Company Limited (KBANK),
Krung Thai Bank Public Company Limited (K1B), and Siam Commercial Bank Public
Company Limited (SCB). Data used were weekly closing prices of 312 weeks starting
from January 1998 to December 2003. Stochastic Frontier Method was appiied in Capital
Pricing Asset Mode! (CAPM) to determine the risk coefficient and the rate of return on
security.

Unit Root test showed that the data of rate of return in large bank securities and
SET Index were stationary. Stochastic Frontier technique indicated that all securities had
no frontier. Thierefore, Qrdinary Least Square regression was used instead.

The risk coefficient (B) showed that BBL was 1.00323, KBANK was 1.00328 ,

KTB was 1.0037 and SCB was 1.00426 . All securities had risk coefficient beta more

than 1. This indicated that the change in the rate of return on these securities was more

than the change in the rate of return on the market.

Expected rate of return on BBL, KBANK, KTB and SCB were 0.40256, 0.48492,
0.51027, 0.46243 percent per week, respectively.

The comparison of expected rate of return with Security Market Line (SML)
reveled that all securities of large bank were over the SML line. This implied that their

prices were under value. So the investor should invest in these securities.



