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ABSTRACT

The purpose of this study was to analyze the relationship between the return on securities
in the Stock Exchange of Thailand and the economic variables, assess risk from economic factors
and risk premium, and similarly, estimate the expected return on securities in order to use the
results from this study as a guideline of investment for investors. Johansen and Juselius
Cointegration analysis, based on the Arbitrage Pricing Theory (APT), was employed in this study.
Fifty one securities in twenty six businesses were covered in this study using a nine-year monthly
closing price for a period of one hundred and eight months starting from January 1997 to
December 2005. Six economic factors comprised price per book value ratio, P/E ratio, market
returns, consumer price index, investment index of the private sector, and rate of loan interest.

The empirical results revealed that all data were stationary. According to the risk
assessment of fifty one securities, the cointegration vectors were significant at the statistical level
of 0.05, implying that the rate of returns and economic variables had a mutual long term
relationship. Regarding risk consideration, the six economic factors influencing securities, which

consistent to the hypothesis, were as follows: price per book value ratio had a negative



relationship to the rate of return on thirty two securities in the range of -15.51 to -0.47 . The P/E
ratio had a negative relationship to the rate of return on twenty four securities in the range of
-18.23 to -0.01. The CPI had a negative relationship to the rate of return on twenty seven
securities in the range of -21.00 to -0.23. The rate of loan interest had a negative relationship to
the rate of return in thirty three securities in the range of -85.15 to -0.17. The market return had a
positive relationship to the rate of return on thirty one securities in the range of 5.71 to 1,430.27.
The investment indexes of the private sector had a positive relationship to the rate of return on
twenty nine securities in the range of 0.01 to 6.56. According to the estimation of risk premium,
the six economic factors showed that they could describe the change in excess returns as 13.85
percent. The results of the study were as follows: from the excess returns considered for
investment in the Stock Exchange of Thailand during the nine periods of investment, forty
securities were recommended for investment at the time of a market gain and fifty one securities

recommended investing at the time of a market downturn.



