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ABSTRACT

The objective of this study was to analyze the risk of securities in agribusiness
sector in the Stock Exchange of Thailand in order to determine an investment strategy of investor.
Four securities in agribusiness sector were selected namely: Charoen Pokphand Foods (Thailand)
Public Company Limited(CPF), Lee Feed Mill (Thailand) Public Company Limited(LEE) , GFPT
(Thailand) Public Company Limited(GFPT) and Chiangmai Frozen Foods (Thailand) Public
Company Limited(CM). Data used were weekly closing prices of 260 weeks starting from
January, 1999 to December, 2003. Switching Regression method was used to calculate the risk
coefficient in up turn and down turn periods in Capital Asset Pricing Model.

The average rate of return in four securities in agribusiness sector was 0.74% per
week which was higher than that of in the Stock Exchange of Thailand, which yielded 0.39% per
week. In up turn period, the average rate of return was 3.75% per week, which also was higher
than that of in the Stock Exchange of Thailand, which yielded 2.98% per week. In down turn

period, the average rate of return was -3.71% per week, which was less than that of in the Stock



Exchange of Thailand, which yielded -3.00% per week. By unit root test, the data of the rate of
return on these four securities were stationary.

The results from CAPM model indicated that in the up turn period there existed the
relationship between the market rate of return and the rate of return on CPF, GFPT and CM
securities at 0.001 level of significance. The beta coefficient of CPF, GFPT and CM were 2.0539,
0.4009 and 0.4749, respectively. For LEE security, there was no relationship between the market
rate of return and the rate of return on that security.

In down turn period, the market rate of return had an influrence on the rate of return
on CPF security at 0.001 level of significance. The beta coefficient was -0.5637 which meant that
an increase in the market rate of return lead to decrease in the rate of return on CPF security. For
LEE, GFPT and CM securities, there was no relationship between the market rate of return and
the rate of return on that security.

Comparing between the expected rate of returns on security with the Security
Market Line(SML) by using the rate of return from bonds (5 years) as the return on free risk
security, it was found that the rates of returns of all four securities were above the SML line in
both up turn and down turn periods. This implied that their prices were under valued and in the

future their prices were expected to increase. Investor should buy before their prices increase.



