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ABSTRACT

The purpose of this study was to analyze the risk and the return on securities for the
use in determining an investment of large bank securitiés in Stock Exchange of Thailand. Four
securities in banking sector were selected namely Bangkok Bank Public Company Limited
(BBL), Siam Commercial Bank Public Company Limited (SCB) , Thai Farmers Bank Public
Company Limited (TFB) and Krunt Thai Bank Public Company Limited (KTB). Data used were
weekly closing price of 260 weeks starting from January 1997 to December 2002. Cointegration
method was used to test the relationship in Capital Pricing Asset model.

The empirical results in testing data by cointegration technique indicated that data of
asset pricing and residval had been stationary and cointegrated. Risk coefficients in all 4
securities ; BBL , SCB , TFB and KTB had positive values. These implied that the returns of the
equity and the returns of the market moved in the same direction.

The risk coefficient (B) showed that BBL was 1.488030 , SCB was 1.670648 , TFB

was 1.485728 and KTB was 1.551435. All securities had risk values of beta more than 1.



This indicated that the change of the return in these securities was more than the change in the
return of the whole market , which could be determined as Aggressive Stock.

The comparison of expected return from securities with Security Market Line (SML)
showed that all four securities namely BBL , SCB , TFB and KTB were over the SML. This
implied that their price were under values. In the future , the prices were expected to increase.

Therefore , the investor should buy before the prices went up.



