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ABSTRACT

The purpose of this study was to analyse the risk and the return on Energy Sector
Security by Stochastic Frontier Method. Four security were selected for investigation namely the
security of Banpu Public Company Limited(BANPU), Electricity Generating Public Company
Limited (EGCOMP), PTT.Exploration & Production Public Company Limited(PTTEP), and
Ratchaburi Electricity Holding Public Company LimitedRATCH). Data used were weekly
closing prices of 261 weeks starting from January 1999 to December 2003. The analysis was
performed by using Stochastic Frontier Method under the Capital Asset Pricing Model.

The empirical results of all four Energy Security by Stochastic Frontier Method showed that
there were no stochastic frontier. So ordinary least square regression was used instead.

The risk coefficient beta of Banpu Public Company Limited (BANPU) was 0.926313,
Electricity Generating Public Company Limited (EGCOMP) was 0.547075, PTT.Exploration
& Production Public Company Limited(PTTE) was 0.617512 and Ratchaburi Electricity Holding

Limited(RATCH) was 0.426112 .



The expected rate of return on security of BANPU, EGCOMP, PTTEP and RATCH
werel.310944, 0.647214 , 0.882142, 0.755608 percent per week, respectively.

The comparison of expected rate of return with Security Market Line (SML) revealed
that all securities of Energy sector were over the SML line. This implied that their prices were

under value. So investor should invest in these Energy Securities.



