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ABSTRACT

This research aims to examine the possibility of international
diversification benefits by using the Fama and French Three Factors Model in
addition to two risk measurements between two stock exchange markets — Stock
Exchange of Thailand (SET) and New York Stock Exchange (NYSE) — from
December 2001 to October 2010. According to the Fama and French Three Factors
Model, the excess market return and size are found to be significant in both markets.
Afterwards, a low negative correlation of the Sharpe (Treynor) ratio between the two
markets indicates the possibility of international diversification benefits. This is
confirmed by a weak significance of the Sharpe (Treynor) ratio from NYSE. The
performance of SET can be explained by two control variables, which are exchange
rate and export instead. Therefore, international diversification benefits exist as the

two stock exchange markets have different characteristics and negative correlation.
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