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ABSTRACT

This study aimed to analyze the rates of return and the risk of stocks in the property
development sector in the Stock Exchange of Thailand (SET) using Arbitrage Pricing Theory
(APT) to examine the relationship between the rates of return stocks and the macro-economics

factors and employing OLS technique fo estimate the risk values of the individual stock. The data

for this study were based on monthly data of 66 assets to represent the stocks in the property
development sector, covering 48 months during January 2003-December 2006 period. The
macro-economic factors for investigation were the rate of stock return, the lending interest rate,
private sector investment index and the rate of inflation.

A test was performed to assure the stationary nature of time series. Eight stocks
including FUTUPE, PAE, PRECHA, QHPF, SPF, TUPF, TYONG and WIN were found to be not
applicable for the test due to limited or missing data. The other 58 stocks had complete data

which passed the test of stationary nature and hence could be used for application of APT model.



The results of OLS analyzes indicated that the variation of all four macro-economic factors could
explain the movement of stock return rates of 37 stocks; 21 stocks at 0.01 statistically significant
level, 10 to 0.05 level and 6 at 0.10 level. The market rate of return appeared to have the most
influence on the rate of stock return, followed by the factors of lending interest rate, investment
index, and inflation rate, respectively.

The study on risk premium suggested that all four macro-economic factors could
explain only 8.26% of the change in excess return rate. The model used in this study provided no
statistically significant results from the F-test. Only the market rate of return estimated by the
model application could pass the t-test at 0.10 statistically significant level. Consequently, it could
be concluded that application of APT model was not different from the case of CAPM theory for
the study on the relationship between the four macro-economic factors and the rates of return
stocks in the property development sector. Other macro-economic factors including the micro
level factors associated with the stocks themselves should be added into the model application to
improve the predictive power of the estimates.

The estimates of risk value and risk premium from the macro-economic factors could
be used for calculating the expected rate of stock return. The decision for stock trading was
generally based on the excess rate of return; that was investing on the asset having positive excess .

rate of return and not investing otherwise.



