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ABSTRACT

This study has the objective to analyze the time varying risk of return to the assets in banking
sector in the Stock Exchange of Thailand. Specifically it examined the values of the risk associated
with stock index of banking sector and those with return to six most popularity traded bank stocks
which were listed in the Stock Exchange of Thailand namely Thai Military Bank Ltd. (Public
Company)-TMB, Krung Thai Bank Ltd. (Public Company)-KTB, Kasikorn Bank Ltd. (Public
Company)-KBANK, Bangkok Bank Ltd. (Public Company)-BBL, Siam Commercial Bank Ltd.
(Public Company)-SCB and Bank of Ayudhya Ltd. (Public Company)-BAY. Data for this study were
daily closing prices of the relevant stocks from 4 January 1999 to 7 April 2010 covering 2763
observations. Being time series, the data were tested for unit roots before processed by Rolling
Regression technique for analysis and applied in State Space model to estimate the risk of return to

assets.



The study found both sets of time series namely the return to banking index and the return to
SET index to be stationary at 0 Order of Integration or I(0). The application of these time series in
Rolling Regression and State Space model for analysis of risk provided the results that the risk
parameter ( /) had the values that changed over time for the cases of banking index as well as
individual return to the six selected bank stocks under study, mostly with the values greater than 1.
Consequently, it can be concluded that the six bank stocks were aggressive stocks as the change in

individual asset return appeared greater than the change in market return.



