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ABSTRACT

The objectives of this study entitled, “Investment Return Analysis of Commerce Sector
Securities by Stochastic Frontier Method” were to identify the stochastic frontier and to determine the
return of the commerce sector securities in the Stock Exchange of Thailand. Four securities of
company were selected in this study namely the security of Bige Supercenter Public Company
Limited (BIGC), Minor Corporation Public Company Limited (MINOR), Siammakro Public
Company Limited (MAKRO) and Sahapathanapibul Public Company Limited (SPC). The data
used were weekly closing prices that trading during January, 1999 and December, 2003. The
stochastic frontier method was used in analyzing the Capital Pricing Asset Model (CAPM).

The results of unit root test by Augmented Dickey-Fuller Test indicated that the returns of
commerce sector securities and the return of SET had been stationary. Thus, data could be used to
analyze by the Ordinary Least Square (OLS) and the Stochastic Frontier Method.

The stochastic frontier test showed that only the MINOR security had stochastic frontier.

This implied that the coefficient from valuation by Maximum Likelihood Estimation method (MLE)



could be used as an estimation of the return on security equation. The BIGC, MAKRO and SPC
securities had no stochastic frontier. The Ordinary Leaét Square (OLS) was used for the return of
securities equation instead.

The valuation of return and direction of securities showed that the risk coefficient, beta ( £ ),
of BIGC, MAKRO, SPC and MINOR securities were 0.5318, 0.5158, 0.3801 and 0.3552
respectively. All the risk coefficients, beta ( § ), were positive which indicated that the change of
the return in these securities was in the same direction with the change in the return of the market.
In addition, the risk coefficients, beta ( )}, were less than 1 which implied that the change of
the return from these securities was less than the change in return of SET. So that these securities
were defensive stock.

The efficiency of MINOR security that valuated from Maximum Likelihood Estimation
method (MLE) was between 8.5.23;');5% to 27.5415% per week which shown the low efficiency.

The comparison between expected return from securities and the Securities Market Line
(SML) showed that only MINOR security was over the SML line. This meant that its price was
under value. In the future, its price would be increase. Thus, the investor should invest in this
security before its price raise. Meanwhile, the BIGC, MAKRO and SPC securities were under the
SML line. This indicated that their prices were over value. Their prices might decrease in the

future. Hence, the investor should not invest in these securities.



