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ABSTRACT

The purpose of this study was to utilize the Capital Asset Pricing Model : CAPM  to
analyze risk and return on securities of the Property Development Sector in the Stock Exchange
of Thailand. Four Securities in the Property Development Sector, namely the Land And Houses
Pubic Company Limited (LH), the Supalai Pubic Company Limited (SUPALAI), the Quality
House Pubic Company Limited (QH) and the Italian- Thai Development Pubic Company Limited
(ITD), were chosen for the analysis by using weekly closing prices for the period of 268 weeks
starting from June, 1997 to September, 2002.

An average of three months’ fixed deposit interest rate from the four major commercial
banks was used as a risk free rate. This study also employed the unit root test, the cointegration

and the error correction mechanism for the analysis.



The empirical results revealed that the return rate of market and the return rate of all four
securities were stationary with I(0) process. It implied that the classical OLS method could be
employed to estimate the CAPM equation without spurious regression. |

Also, the empirical resuits found that the coefficients (B) of the LH, the SUPALAI, the
QH and the ITD securities were 1.408, 1.791, 1.856 and 1.503 respectively, with statistical
significance at the 1% level as expected. That was to say that the return rate of the LH, the
SUPALAI, the QH and the ITD securities had positive relationship with the return rate of the
market. The changes in return rate of these sccurities were greater than the change in the return
rate of the market, which implied that these securities were determined as aggressive stocks.

Moreover, the results showed that the LH, the SUPALAI and the QH securities were
above the SML or undervalue, which implied that these securities yielded the higher return rate
than the market at the same risk rate. Yet, the ITD stock was on the SML, implying that the ITD

yielded the equilibrium retumn rate.



