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ABSTRACT

This study on risk and return of securities in the commercial bank sector in the Stock
Exchange of Thailand using the Fama and French model aims to examine the factors affecting the
rates of return to banking sector securities listed in the Stock Exchange of Thailand as well as to
assess their rates of return. Eleven securities were selected in this study as samples including
ACL, BAY, BBL, BT, KBANK, KK, KTB, SCB, TBANK, TISCO and TMB. Weekly closing
prices of these securities since January 1, 2002 to December 29, 2006 were used to represent their
rates of return. The SET index data and the average 3-month fixed deposit interest rates of 4 large
domestic banks were used for calculating the risk-free market rate of security return.

The R result ranged between 37.72-79.99 percent. The estimated ﬂ-coeﬁicients to
determine the prospect of risk from investment in securities suggested that the ACL, BAY, BBL,
BT, KBANK, KK, KTB, SCB, TBANK, TISCO and TMB securities had significant relationship
between the rates of securities return and the rates of market return. The study on s-coefficients to

determine the difference between the rate of return of the small business size and the rate of



return of the big business size showed that the BAY, BBL, BT, KBANK, KK, SCB and TISCO
securities had significant relationship between the rate of return of securities and the size of
business. Meanwhile, the estimated /-coefficients to confirm the difference between the rate of
return of business with high book-to-market ratios and the rate of return of business with low
book-to-market ratios indicated that the ACL, BAY, KTB, TBANK, TISCO and TMB securities
had a statistically significant relationship between the rates of securities return and the book-to-
market ratios.

The ACL, BBL, BT, KBANK, KK, KTB, SCB, TISCO and TMB securities were also
found to have the values of B greater than 1, implying that the change in the rate of securities
return was greater than that of the market return. And thus they could be determined as aggressive
stock. Meanwhile, BAY and TBANK having of B <1 could be determined as defensive stock.
By comparison with the securities market line (SML), BAY, SCB, BBL and KBANK appeared to
be undervalued at the same risk level as in the market. While the BT, TBANK, KTB, KK,
TISCO, TMB and ACL securities being below the securities market line were considered

overvalued.



