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Abstract

This study aimed to utilize the Capital Asset Pricing Model (CAPM) to estimate
betas by using threé kinds of data ie., weekly , monthly and quarterly separately. The
most approprate beta was then selected and applied to calculate expected retumns of
secunties as well as to make investment decision in the Stock Exchange of Thailand

(SET) by using Security Matket Line (SML)

This paper proposed an OLS method to caloulate the estimated beta from
modified CAPM in accordance with the martket conditions ie., bullish and bearsh
markets. The Interest rates from three month fixed deposit and the government bond

wete used as risk fiee 1ates.

This study found that the appropriate estimated beta for each securiiy did not
have a cettain pattem to any specific kind of data. Some approprate betas were fiom

weekly data while the others were not.




Regarding to the market conditions, it was found that the maiket conditions
had effects on the expected 1etumns of only a couple of securities while most securifies

did not receive any effect fiom the matket condition at all.

By comparing the retuins of securities with the Security Market line , there
wete both undemwvalued and overvelued securities. This 1esult was used to determine

whether investors should sell o1 buy the securities in their portfolios.




