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ABSTRACT

The purpose of this study is to discern the risk and return of investment in securities in
the medium-sized commercial bank sector in order to use as a guideline for estimating their prices
in the Stock Exchange of Thailand (SET). Four securities were selected for investigation namely
Bank of Ayudhya(BAY), Bank 0f Asia(BOA), Industrial Finance Corp of Thailand(IFCT) and
Thai Military Bank (TMB). Data used were the weekly closing prices for five years starting from
4 January 1998 to 29 December 2002. The analysis was performed by using Cointegration
Method under the Capital Asset Pricing Model: CAPM model.

The test on data by using unit roots and Cointegration Methods found that the returns
of all four medium-sized commercial bank sccurities were characterized as stationary and
cointegrated. The study of risk value ( B ) found the beta value of Bank of Ayudhya (BAY) was
1.564 , the beta value of Bank of Asia {BOA) was 1.157 , the beta value of Industrial Finance

Corp of Thailand (IFCT) was 1.749 and the beta value of The Thai Military Bank (TMB) was



1.548. As all four securities had the values of beta greater than I. These securities can be
determined as aggressive stocks:

For investment decision, the returns of the medium-sized commercial bank sector
secufities wére compared with Sedurities Market Line (SML). Ali four securities were found to be
above the SML. This 1mphed that the values of securities in this sector were under-valued and
their prices have tendeficy to increase in. the future and the returns of this sector will decrease
until ﬂ;ey have the same value of the SML. Therefore, investors should make investment before
the prices go up. The financial analysis found that these stocks had high cash flow and sales

volume, which iﬂpﬁéd that'in the medium size commercial bank securities were worth mvesting.



