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ABSTRACT

This study aims to investigate the implication of holiday effect and monthly effect on daily
rate of return of banking sector in the Stock Exchange of Thailand through the application of Fama
and French Model. Further analyses are to be performed for the implication of the market rate of
return, the business size, and the book to market on such rate of return using OLS and MM estimator
techniques. Data are based on closing prices of 980 trading days over four years from January 4,
2001 to December 30, 2004.

Unit Root test by Phillips - Perron method was first undertaken to determine the appropriate
lag of time series data to avoid autocorrelation problem and the results showed that stationary or
integration of order 0 occurred in 10 assets including BBL, BOA, BAY, BT, KBANK, KTB, SCB,
TMB, NBANK and SCIB. The study on holiday effect and monthly effect indicated the daily rates of
return of five assets including BBL, BAY, KBANK, SCB and KTB were influenced statistically
significant by the former effect and those of BBL, KTB, SCB and TMB were affected statistically
significant by the latter effect. Further analyses using Fama and French Model on the five banks
whose rate of return were influenced by holiday effect for any contribution of business size and book

to market factors. The business size of all except KBANK appeared to have relationship with rate of



return while the book to market of BBL, BAY and KBANK had relationship with rate of return. The
R’ values of all estimations were in the range of 94.7 — 99.7%. The last attempt of this study was the
comparison between the application of OLS and MM estimator to analyze market rate of return,
business size, and book to market. The results of both methods were in the same nature. The market
rate of return and business size had the relationship with rate of return of BBL, BAY, KBANK, SCB
and KTB while the book to market demonstrated the relationship in all cases but KTB, all at
statistically significant level. However, the MM estimator method yielded the expected value of error

term more closely to zero compared to OLS technique.



