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ABSTRACT

This study aimed to improve ability of Capital Asset Pricing Model to forecast future
returns of securities in the transportation sector. This included Asian Marine Services Public
Co.Ltd. (ASIMAR), Bangkok Expressway Public Co.,ltd. (BECL), Jutha Maritime Public
Co.,Ltd. (JUTHA), Precious Shipping Public Co.,Ltd. (PSL), Regional Containers Public Co.,Ltd.
(RCL), Thai Airways International Public Co.Ltd.(THAI), Thoresen Thai Agency Public
Co.,Ltd. (TTA), and Airport of Thailand Public Co.,Ltd (AOT).

Daily closing prices of the first seven securities were employed for a period of 1066 days
starting from June 29, 2001 to July 29, 2005, as well as daily closing price of AOT fora period of .
362 dayé starting from March 11, 2004 to July 29, 2005. These prices were used to calculate the
rates of return to the individual securities,

There are three main steps in this study: firstly to estimate the risk value using CAPM,
secondly to estimate rate of return on each security on the securities market line, lastly to estimate
the future rates of return in 2006 by applying a fundamental factor (P/E ratio) to the CAPM. Then

the expected returns derived from the modified method were compared to those on the SML.



As the data were time-series, Augmented Dickey-Fuller unit root test was employed for
testing the stationary of the data. The empirical evidence showed that closing stock price and SET
index were stationary at I(0). Hence, they could be analysed by applying the Ordinary Least
Square regression method to assess risks and returns.

Regarding to the study of risk coefficient (#), the results indicated that securities
namely the JUTHA PSL THAI and TTA were aggressive stocks since their risk coefficients were
greater than 1, The remaining securitics namely the ASIMAR BECL RCL and AOT were
defensive stocks since their risk coefficients were less than 1

The expected rates of return computed by using the CAPM with fundamental factor were
0.10 for ASIMAR, 0.02 for BECL, 0.12 for JUTHA,, -0.14 for PSL, and -0.10, 0.23, -0.13, and
0.07 for RCL,THAI, TTA, and AOT respectively.

In addition, the daily rates of return on individual securities namely ASIMAR BECL.
JUTHA PSL RCL THAI and TTA on the security Market Line (SML) from one-year to five-year
investment plan were in the range of 0.05 to 0.01 which were higher than the rates of return from
one-year to five-year zero coupon bonds. The AOT had the rate of return on SML at 0.00

The comparison of the expeéted return on securitics computed from the modified CAPM
with the rates of return on the SML showed that the ASIMAR BECL JUTHA THAI and AOT
were proved to be above the securities market line. This implied that these securities were under
value. As a result, investors should invest in these 5 stocks before their prices rise.

In conclusion, there was difference found between the CAPM and the modified CAPM
with the fundamental factor (P/E ratio). The CAPM predicted the expected rate of return by using
~ only historical data. In contrast, the modified CAPM forecasted the future expected rates of return
by using both historical data and ex-ante data of each security. Thus, the second method is

expected to outperform the traditional CAPM in predicting future returns.



