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ABSTRACT

The objective of this research was to analyse risk of medium size commercial bank
stocks (BAY, BOA, IFCT and TMB) by using Capital Asset Pricing Model {CAPM). Weekly
data during January 1998 to December 2002 were used in this study.

The result shows that the rate of return of the Stock Exchange of Thailand (R, ) and
the rate of return of stock in medium size commercial bank group (R,) , were stationary. The
co-integration method was employed. The result confirms the long-term relationship or
equilibrium of R, and R,, .In addition, the analysis using the Error Correction Model (ECM) for
each stock shows that in a short period , there was a short run adjustment to its long run
equilibrium.

The Switching Regression Model indicates that in the up trend and down trend market

. scenerios the rates of return of each stock of the banks were influenced by the rate of return of
the Stock Exchange of Thailand differently at 0.01 the level of significance. This result indicates

that it is necessary to use Switching Regression for analysing CAPM.



In addition, the risks in the up trend market ( B1 ) of 4 stocks have Bl’s exceed 1
indicating that the returns of these stocks changed faster than the SET. For down market , Bo’s
are under | except that of IFCT.

From analysis of stock value it was found that in both up trend and down trend market
the rate of return from stock of medium size comumercial banks comparing to the government
bonds, including 1,5 and 10 years bonds , the price of 4 stocks were lower than equilibrium price.
This is true for both up and down markets. Therefore it is recommended to buy these stocks in

both market scenerios.



