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ABSTRACT

The objective of this independent study, “Risk and Return Analysis of Stocks
Constituted in the SET 50 INDEX Using the Three Factor Model” was to study the relation
between stock returns and risk factors of the three factors model which was a model proposed by
Fama and French (1993). The model had added business’s size factor and value factor to
incorporate consideration with market risk factor in order to explain the stock returns.

The data was analyzed by using a multiple regression analysis. The samples were 60
monthly data obtained from the period of January 2002 to December 2006 using the SET 50
index representing the market rate of return, and using average 3-month fixed deposit interest
rates of 4 large commercial banks which were Kasikorn Bank Public Company Limited, Bangkok
Bank Public Company Limited, Krung Thai Bank Public Company Limited and The Siam
Commercial Bank Public Company Limited in representation of risk-free secu.rities. |

Regression analysis indicated that (at the significant level of 0.05) the returns were
affected by market factor and size factor. It was found that the returns were not affected by value
factor.

The study summarized that by adding one factor, namely the size factor to the capital
Asset Pﬁciné Model : CAPM improved the accuracy of capturing the risk and return in Thai stock

exchange markets.



