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Abstract

This study aimed to identify econmic variables affecting the rate of securities
returns and ; to estimate the associated factor risk premiums, as well as expected returns of
securities in the bapking sector in the Stock Exchange of Thailand (SET). The Arbitrage
Pricing Theory was employed. The economic variables used in this study were the market
return, interbank rate, inflation rate and private investment index.

This study found that the market return was a significant variable in
explaining the variations of all 13 securities returns while the interbank rate was not at all
significant. The inflation rate and private investment index were significant in only a few
securities - refurn equations. The risk premiums associated with the market return, inflation
rate and private investment index were estimated. And, the expected retwn of each security
in this study was calculated. The resulting expected returns ranged from .18 to .41 percent a

week.



