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ABSTRACT

The objective of this independent study on Risk and Return Analysis of Securities in the
Communication Sector in the Stock Exchange of Thailand (SET) is to study risk and return on
investment in order to use as a guideline in estimating security prices in the communication sector
in the Stock Exchange of Thailand. There are 4 securities that were studied in this paper: Advance
Info Service, Shin Satellite, Telecom Asia and United Communication, using weekly closing
prices. The study was conducted starting from 4 January 1998 to 29 December 2002 by studying
each year individually and an overview of 5 years for representing market rate of return, using the
SET index representing market rate of return, and using average 3-month fixed deposit interest
rates of 4 large commercial banks which are Krung Thai Bank Public Company Limited,
Bangkok Bank Public Company Limited, Thai Farmers Bank Public Company Limited and The
Siam Commercial Bank Public Company Limited in representation of risk-free securities. The
data then underwent the Unit Root Test. Since the time-series data are likely to be non-stationary,
which can cause spurious regression, the test for variables used in the model is applied, using the
Unit Root Test. Also, the Capital Asset Pricing Model: CAPM and the Fama and French Model
are used to estimate by least square analysis and the help of a computer program for calculating

and compiling for statistical analysis.



In this study, CAPM and the Fama and French Model were used in analysis and these
models gave different results. While using only CAPM cannot explain all pricing methods as it is
restricted under the systematic risk only, the Fama and French Model can provide more precise
results. The Fama and French Model was developed from CAPM, and difference between returns
on a portfolio of small and large stocks were added into the model as well as difference between
returns on a portfolio of high and low book value to market value stocks. In the 5-year overview
using 2 models, it was found that Advance Info Service and Shin Satellite with the B <1and
positive relationship. In other words, it was a defensive stock. The other securities produced
different results. When comparing the returns from the securities in the communication sector that
were studied to the securities market line in order to use as information for investment decision, it
was found that all securities studied would be above the securities market line according to
CAPM and the Fama and French Model. This meant the securities in the communication sector
offered higher return than the market at the same risk level as the market risk. In other words, the
security prices were undervaluing. In the future, the security prices were likely to rise, resulting in
that the securities’ rate of return would shift down to be equal to the securities market line.

Investors therefore should invest in that securities before the price gets higher.



