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ABSTRACT

This study aimed to analyze risk and return to split par securities in the Stock
Exchange of Thailand, and to provide guideline in estimating security prices. The closing prices
of ten securities in split par securities, namely LEE, STA, KGI, ZMICO, BCP, LANNA, MLINK,
SAMART, SATTEL and SCC, were selected for the analysis. Dividend and the average of 12-
month deposit interest rates of four national leading commercial banks were used to represent
risk-free rate of return. Weekly data for 130 weeks starting from January 1, 2003 to June 30, 2005
were used for the Fama French Three Factors Asset Pricing Model application. The Unit Root
Test by the Augmented Dickey - Fuller method was utilized to test the stationary of time-series
data of the ten securities under study. All ten securities were found to have stationary nature of
their data at O order.

Then, the Ordinary Least Squares technique according to the Fama French Three

Factors Asset Pricing Model was run to the discern the effect of the rate of return of the stock



market (R_-R)), size of business (SMB), and Book to Market ratio (HML) on the rate of return to
split par securities. The findings demonstrated that seven securities including KGI, ZMICO, BCP,
LANNA, MLINK, SAMART and SCC had their rates of return moving in the same direction as
those of the stock market because their B coefficients positive and greater than 1 are statistically
significant. The test of s coefficients provided statistically significant positive relationship
between stock return and business size in six securities including LEE, STA, BCP, LANNA,
MLINK, and SCC at the values of less than 1 in all cases. However, the test of h coefficients
yielded negative relationship between stock return and Book-Market ratio in two securities LEE
and LANNA at the cofficient values of -1.4462 and -0.4685 respectively. Most h coefficients had
positive value but less than one suggesting the non-proportional change in the rate of stock return
given one unit change in Book to Market Ratio. Furthermore,the empirical results indicated that

the weekly R’ values of the ten securities ranged between 0.0595 and 0.9897.



