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ABSTRACT

The objective of this independent study on Estimation of Expected Returns in
Transportation Sector in the Stock Exchange of Thailand by the Fama and French Model was to
study risk and return on investment in order to use as a guideline in estimating security prices in
transportation sector in the Stock Exchange of Thailand. Eight securities in transportation sector
that were studied namely THAI, AOT, BECL, JUTHA, RCL, TTA, PSL and ASIMAR by using
the weekly closing price of 260 weeks for 5 years from January 9, 2000 to September 26, 2004 for
representing rate of returns, the SET index data for representing market rate of return, and the
average 3 month fixed deposit interest rest of 5 large commercial banks data for representing risk
free rate. These data also included the paid up capital, the book to market and the oil prices, which
were utilized for testing Unit Root. Subsequently, Autocorrelation and Heteroscedasticity testing
on the Fama and French model and the Fama and French plus oil prices model that estimated by
the least square analysis.

In this study, the Fama and French model and the Fama and French plus oil prices

model, the results were used in analysis and these models gave the same results that ASIMAR,



i)

AOT, BECL, THAI, PSL, and JUTHA had the value of R* and Adjusted R? 0f 0.99. These would
mean that the both models fit the data nearly perfect. Meanwhile, the results using only the Fama
and French model found that AOT and TTA had the value of the b >1. This could indicate the
changes in the returns of these securities were more than the change in the return of the whole
market which could be determined as the Aggressive Stock. Six securities namely ASIMAR,
JUTHA, THAI, PSL, RCL and BECL had the value of b < 1. This signified the changes in the
returns of these securities were less than the change in the return of the whole market which could
be determined as the Defensive Stock. At the same time as using the Fama and French plus oil
prices model, the results had just a little change of the value of b , however, it affected JUTHA
security, which was become Aggressive Stock. Comparing to these results of the whole securities
in transportation sector, the expected returns were higher than the Securities Market Line. This
implied that the values of securities were undervalued. Therefore, all securities in transportation

sector were interesting securities because the securities prices were likely to increase.



