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Abstract
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This analysis was conducted to study four topics which are

part of the banking, finance and securities sectors, and are as

follows

(1) Investigation of SET Index movement.

(2) Behavior of individual stock price movements in the

banking and finance and securities sectors.

(3) Estimation systematic and unsystematic risks of stocks in

these two sectors.

(4) Price movement comparisons between those in the banking

sector, and those in finance and securities.

This study was based on daily data from August 1, 1990 to

December 28, 1990.



The analyses of (1) and (2) were carried out to investigate
factors affecting the SET Index and price movements by using
regression. The explanatory variables were based on monetary
variables, economic situations, world oil prices, Dow Jones, Hang
Seng and Nikkei indices, with domestic and international political
climates playing their part. Important variables that influenced
stock price movements included Dow Jones, Hang Seng, domestic
political situations and the Gulf War.

It was also found that systematic risks in the finance and
securities sector were generally higher than 50% and greater than
those in banking. This implied that sﬁock price movements 1in the
finance and securities sector were more co{related with the market
situation than those in banking. In addition, this study found that
B's in the finance and securities sector were larger than 1, while
those in banking were less than 1, which indicated that stocks in
finance and securities are aggressive, while those in banking

defensive.

Moreover, it was found that price variations in banking were
smaller than that in finance and securities, the reasons being;
registered capitals of single banks are substantially larger than
those in the finance and securities sector, and the main income for
banks is from interest earnings, while that for finance and
securities relies on two major sources ; interest earnings and
non-interest earnings (e.g. brokerage fees). These non-interest
earnings, particularly the brokerage fees are highly correlated with
the situation in the stock market, while interest earnings are less

sensitive.



