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ABSTRACT

This study aimed to analyze risk and return in the Energy Sector in the Stock Exchange
of Thailand and to use as a guideline in estimating security prices. The closed prices of eleven
securities in the Energy Sector, namely BAFS, BANPU, BCP, EASTW, EGCOMP, LANNA,
PICNI, PTT, PTTEP, RATCH and SUSCO, were selected for the analysis. Dividend and the
average of 12-months deposit interest rate from 4 national leading commercial banks was used
to represent as the return of risk-free rate. The data starting from July 2, 1997 to December 31,
2004 had been conducted by using 392 weekly data, 90 monthly data, and 30 quarterly data
which represent in the short term, the intermediate term, and the long term, respectively. This
study also employed the Fama French Three Factors Asset Pricing Model and the Switching
Regression Method for the analysis.

The first step, the Unit Root Test by the Augmented Dickey - Fuller Test and the Phillips
- Perron Test were utilized to test the stationary of the time-series data. The results showed that

nine securities namely BANPU, BCP, EASTW, EGCOMP, LANNA, PICNI, PTT, PTTEP and



SUSCO were stationary at level 0. In addition, the Phillips - Perron Test had the better significant
statistic than the Augmented Dickey - Fuller Test.

Then, the Ordinary Least Square of the Fama French Three Factors Asset Pricing Model
was used to analyze the relationship between the rate of return of the stock market (R, - R,), Size
(SMB) and Book to Market (HML) with the rate of return of the Energy Sector. The empirical
results indicated that the weekly R’ value of nine securities ranged between 0.503 - 0.992. The
monthly R’ value of nine securities ranged between 0.390 - 0.990, and the quarterly R’ value of
nine securities ranged between 0.710 - 0.999. For the optimal time period to estimate risk and
return of the Energy Sector was the long term or the quarterly data because seven securities of
nine (BANPU, BCP, EASTW, EGCOMP, LANNA, PTT and PTTEP) had the least Mean Square
Error and had a higher quarterly R’ value compared with the weekly and monthly.

Next, the Switching Regression Method was employed to estimate the risk of nine
Energy Sector’s securities for the up and down regime. The results indicated that risk of all
securities were significantly different in he two regimes for all of weekly, monthly and
quarterly.

The last step involved the comparison the risk value (B) of the Fama French Three
Factors Asset Pricing Model and the Switching Regression Method that separated to the up and
down regime. The results showed that the most securities of the up regime with the positive
rate of return had the risk value greater than 1 (B > 1), implying that the changes in the return of
securities were more than the changes in the return of the whole market. Thus, the investors
tended to accept the risk of return in order to substitute with the more expected profits. The
most securities of the down regime with the negative rate of return had the risk value less
than 1 (B < 1), implying that the changes in the return of securities were less than the changes in
the return of the whole market. For the total view, the study could not clearly explain that the
risk value had greater or less than 1 for all of weekly, monthly and quarterly data. Therefore, the
investors should take the fundamental information of each security in order to decide which is the
most efficient investment with the most capital gain leading to the growth of Stock Exchange of

Thailand.
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