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This study empirically examines the Fama-French three-factor model of stock
returns for Thailand. The Fama-French three-factor model was proposed by Fama and
French in 1993, which added a size effect and a book to market ratio effect (BE/ME
effect) into the Capital asset pricing model (CAPM), which only incorporates market
effects, to explain stock returns. In addition, the study also test the January effect in
Thailand market. The sample consists of monthly data obtained from DATA STREAM

database, over the period January 1990 to September 2004.

The results show that adding two factors, namely the size factor and the BE/ME
factor, to the CAPM improves the efficiency of capturing the risk and return in Thai
markets. Therefore, the study confirms that the Fama-French three factor model explains
the common variation in stock returns better than the traditional one factor CAPM.
However, the January effect is detected only in the market index but none in other

portfolios in the study.
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