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ABSTRACT

The objectives were to establish and manage an optimal portfolio and also
measure the effectiveness of this portfolio management compare with the Stock Exchange of

Thailand during the years 1993-1996.

The Optimal portfolioc was constructed from risky assets and one risk-free
asset. The risky assets were selected by first choosing those sectorial indexes which were 15%
or more higher than their respective 12 month moving average. Then stocks which had the
highest market capitalization in each of the chosen sectors were selected. The chosen sectors
were Banking, Property, Finance, Building, Commerce, Communication, Printing, Food,
Energy, Vehicle and Health care sector, and the selected securities were: BBL, TFB,. SCC,
SCCC, ICC, SPI, SHN, BANPU, SUSCO, DS, FINt, SSC, TF, BH, SVH, POST, MGR, LH
and SMC. After that the stock portfoio was composed by comparing the stock portfolio’s risk
premium to total risk with stock s risk premium to systematic risk, the successful stock were:
BBL, TFB, MGR, LH, DS, and SHIN. The risk-free asset was the 3 month fixed deposit
account of the Thai Farmer Bank Public Company Limited which offered the highest interest

rate among the large commercial banks in the country.

Management of the optimal portfolio used Ad hoc approach to identify the

proportion of investment in each type of asset and used the Active Portfolio Management



Concept which uses the SET index compared with its 12 month 24 month and 36 month
moving average to identify the investment timing and asset allocation for the stock portfolio
and for the 3 month fixed account at the Thai Farmer Bank Public Company Limited. The
summaries were:

iigves tment; invest 20% in saving and 80% in stock portfolio which had the following stocks

BBL, SHIN, TFB, MGR, LH, Ds.
2™ investment: invest 100% in stock portfolio which had BBL, TFB, SHIN.
f_imingn_t; invest 100% in stock portfolio which had SCC, SCCC, SVH.

1

4" investment; invest 100% in stock portfolio which had TFB, BBL, BANPU, SCC.

h
5 investment; invest 50% in saving and 50% in stock portfolio which had

SCC, sCCC, TFB, BANPU
Qti_igvestment; invest 80% in saving and 20% in stock portfolio which had 3CC, BANPU.
'}'lh investment; quit from the stock market and save all 100% of money in the bank.
The results showed that the opiimal! portfolio had a return of 212.87% for the investment

period from 1993-1996 or 53.22% annual average, whereas the return from the stock market

was 12.78% or 3.20% average per year.

Portfolio effectiveness was measured using iwo approaches: Sharpe’s index
which measured the risk premium by total risk, and Treynor,s index which considered risk
premium by systematic risk. The study showed that the selected Optimal portfolio had a higher

effectiveness than the market portfolio.



