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ABSTRACT

The purpose of this study was to analyze risk and returns of Financia}zogkszoz zxe
Stock Exchange of Thailand. Ordinary least square regression analysis based on the Arbitrage
Pricing Theory (APT) was employed to investigate relationship between the securities and
economic variables in order to identify the factors influencing on the rate of returns.

Data used were four-year monthly closing price of forty eight weeks starting from
January 2002 to December 2005 of twenty six securities. The seven economic variables which
were the investment index of private sectors, the interest‘. rate of loan , the interest rate of zero
coupon bonds, the monetary volume in the economy, the ﬁmket return, the inflation rate and the
volume of foreign investment on equities. . .

The empirical results in testing stationary of the data by using Augmented Dickey Fuller
technique indicated that the data were stationary at different levels but were proper to estimate
according to APT .

Regarding to risk estimation of the seven economic variables showed that they could
describe the changes in rate of returns in two securities namely, BAY and SGF at the statistical
significant level of 0.01. The NVL could be described by all the seven economic variables at
statistical significant level of 0.10. For the remaining s_ec_urities the APT models were not
statistical significant.

The market return factor influenced on the rate of returns of 2 securities i.e. SCB and
BBL. The loan interest factor significantly affected on the change in the rate of return on NVI,
KGI, TISCO and PL. The volume of foreign investment had influence on the change of rate on
return of SCAN and TMB. Finally inflation had impact on the return of AEONTS.

In risk premium assessment computed from the seven economic variables revealed that
the risk premium could describe the change in the excess rate of return more than 34.25 percent.
Specifically, the 34.25 percent came from the investment index of private sectors by 0.0904, from
the loan interest -0.1785, frorﬁ the zero coupon bond interest rate -3.9849, from the market return
-0.3603, from monetary volume in economy -0.3068, from the volume of foreign investment -
118.6886, and lastly from the inflation -0.0123.

The study revealed that in 16 times of investment simulation estimated from excess

returns, all of the twenty six securities could be recommended.





