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This study examined the risks and returns associated with investment in stock
instruments in the Stock Exchange of Thailand and the Stock markets in other six countries in
Asian including Singapore, Hong Kong, Vietnam, Korea, Malaysia and Japan using closing pi‘ice
indices of respective stock markets. In addition relationship between risks and returns patterns of
debt instruments in the Stock Exchange of Thailand and other three stock markets in Singapore,
Korea and Japan'was investigated using daily price indices of debt instruments in the relevant
markets covering January 2003-December 2008 encompassing 1,063 observation. The
relationship was tested by application of Engle and Granger’s cointegration technique in Capital
Asset Pricing Model.

Time-series of market returns to investment in stock instrument in every stock fnarket in
Asian region were found to be stationary at I(0). Test of cointegration revealed the long term
relationship between market return in individual stock market and those overall Asian markets.

The risks form investment in stock market in Thailand, Hong Kong, Japan, Korea, Malaysia,

Singapore and Vietnam were assumed to be 0.5965, 1.1220, 0.9538, 0.8369, 0.3609, 0.7541 and
0.1605 respectively, and implying the positive relationship between rate of retums in individual
market and that fn overall Asian market. However, except the case of Hong Kong, the rate of
return in every stock market appeared to be lower than that in overall Asian market. By
comparing the excepted return in individual stock market with the Stock Market Line, it was
found that stock priceé in Thailand and Japan were over-valued while should receive investment
attention for the expected upward adjustment in the under-valued stock price in the future. -

In the study on debt instrument investment, the time series of market returns in the four
countries were stationary at level data I(0). The cointegration test revealed the existence of long
term relationship between return in individual stock market and those in overall Asia market.
Investment in debt instruments in Thailand, Japan, Korea and Singapore would face the risk
values of 0.5816, 1.3325, 1.2304 and 0.6153, respectively. The implied that the rate of return to
investments in individual stock market varied in the same direction with that in the overall Asian
market. However, the return in the case of Thailand and Singapore appeared to be lower than the
rate in the overall Asian market as contrast to Japan and Korea. By comparing the expected return
in individual stock market with the Stock Market Line, it can be concluded that debt instruments
in Singapore stock market were over-valued while those Thailand, Japan and Korea were under-

valued.





