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ABSTRACT

This paper studies Capital Asset Pricing Model (CAPM) and compares the
values of risk (b) from two methods, Ordinary Least Squares (OLS) and Bayesian
Approach. The data series used to analyze risk are retrieved from Reuters 3000 Xtra
program. All 1,252 observations are collected from January 2004 to January 2009
covering 8 industry groups: Agro-industry and Food-industry, Consumer Products,
Finance, Manufacture, Property and Construction, Resources, Services and
Technology for calculation of asset return and SET index for calculation of market

return.
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The time series data were tested for the stationary nature (Unit Root) by
Augmented Dickey-Fuller test (ADF-test). Then, the Bayesian Approach is used to
analyze risk (b) in Capital Asset Pricing Model by R software. Another method to
analyze risk (b) is Ordinary Least Square (OLS) by Eview program.

The statistical test at level and 1% significance indicates the stationary nature
of each asset group and the market at I(0). The result from Capital Asset Pricing
Model shows that the rate of return of financial sector and resource sector have
coefficients valued more than 1 which are aggressive stock (asset risk is more than
market risk). In contrast, the rate of return of Agro-industry and Food-industry,
Consumer Products, Manufacture, Property and Construction, Services and
Technology have coefficients valued less than 1 which are defensive stock (asset risk
is less than market risk).

In comparative analysis, the standard error (SE) from Bayesian Approach is
less than that from Ordinary Least Square (OLS) in every industrial group. This result
clearly shows that the Bayesian Approach is more accurate and dependable than OLS

method thus can be a good tool for the investor’s decision.



