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Using the Four Factor Pricing Model
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ABSTRACT 2 4 ; 8 ﬂ 7

This independent study aims to test suitability of The Four Factor Pricing Model,
regarding to performance appraisal of the equity fund in Thailand. In this study, it was
concentrated in a general fund of open-end fund with an equity fund investment policy, which
opened trading unit trusts in Thailand since 1" January 2004 to 31" December 2008 with total of
85 funds. Secondary data used in this study was comprised of Stock Exchange of Thailand (SET
index), Net Asset Value (NAV), and dividends, which were analyzed by the regression analysis to
explain relations between a dependent variable; total returns of the equity fund, and an
independent variable; four factors following to the four factor pricing model that are marketing
factors (RMRF), size factors (SMB), value factors (HML), and momentum factors (PR1YR).

Results found that the majority relation was in the same direction with less relation
expect the SML and PR1YR which were relative in opposite direction. In terms of the Coefficient
of Determination (Adj R-sq) in The Four Factor Pricing Model, it was discovered that this value
was high and meant that each independent variable was not affected from other considered
variable influences. Regards to the regression analysis in this model, result investigation also
displayed that the RMRF, SMB, HML, and PR1YR of most mutual fund statistically significant
related to the fund returns. In term of Alpha (Q;;)’s mean, reaching zero point, show the variable

in The Four Factor Pricing Model had an effect on total returns of the equity fund.
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In summary, the equity fund performance could be concluded that the equity fund (in
average) had performed in low efficiency comparing to the marketing; moreover an analysis in

the four factor pricing model was suitable to appraise the performance efficiency of the equity

fund in Thailand.
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