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ABSTRACT

The purpose of this study was to test the econometric model in determining an
investment in the stocks of the Food and Beverage Sector by switching regression method. Four
stocks in the Food and Beverage Sector were studied including APURE, MALEE, S&P and TUF
using weckly closing prices for the period of 261 weeks starting from January 1,1998 to
December 29,2002,

The Switching Regression Model was used to estimate the risk values. The return on
government bond was used as the risk free rate. The SET index was also used in calculation as the
representative of the market retumn.

The study indicated that APURE and MALEE had beta values greater than 1 in the
uptrend market. It was concluded that both APURE and MALEE had the rate of returns higher
than the rate of return of the market. The analysis of S&P and TUF showed that both stocks had
beta values less than 1 in the uptrend market. It was concluded that both S&P and TUF had the
rate of returns lower than that of the market. In the downtrend market, all stocks had beta vzlues
less than 1. It was concluded that all stocks had the rate of returns lower than the raie of the

market in the downtrend. An analysis of stock values in the downtrend and uptrend markets was



found that the stocks had more return rates than the equilibrium rate of return. These stocks
will have higher prices in the future, Investors should invest in these stocks before these prices
increase.The study concluded that there was a difference between the uptrend and downtrend
situations because selectivity variable of both increasing index and decreasing index equations

were significantly different from zero at the significance level of 0.01.



