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ABSTRACT

This independent study will investigate and analyze the relationship between the rate of
return and the risk exposure for equity investments within the insurance sector of the Stock
Exchange of Thailand. A 361 week data-set, from January B.E. 2547 to December B.E. 2552 was
used in the analysis of secondary data, and included the weekly security price indices, the weekly
closing price and the cash dividend rates for six selected securities, these being: Bangkok
Insurance Public Company Limited (BKI), Siam Commercial New York Life Insurance Plc.Co.
Ltd.(SCNYL), Thai Reinsurance Public Company Limited (THRE), The Ayudhya Insurance
Public Company Limited (AYUD), Thipaya Insurance Public Company Limited (TIP), and The
Siam Commercial Samaggi Insurance Public Company Limited (SCSMG).

The aims of the research are to determine the rate of return from investments in insurance
securities, to conduct a Unit Root Test for the rate of return, to evaluate the stock value in relation
to the Security Market Line (SML), and lastly to perform a Granger Causality Test on the relevant
data.

The results from the Unit Root Test show that the unit root of all the selected securities in

this research are at the same level : 1(0). When comparing the rate of return of each insurance



security to the SML, it was found that the rate of return of all the insurance securities studied,
except that of Bangkok Insurance (BKI), is above the SML. This finding can be explained by the
fact that those stocks above the SML are underpriced, thus yielding a return higher than the
market index.

The results from Granger Causality Test show that the volatile yields from the BKI,
THRE, AYUD, TIP stocks have an impact on, and are positively correlated to the market return.
On the other hand, a change in market return causes a change in the rate of return for the SCSMG
stock, and both the market return and the rate of return of the SCSMG stock are positively
correlated. Lastly, it was also found that a change in the rate of return of the SCNYL stock

displays no correlation with the market return.



