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ABSTRACT

Investors expect high return to the investment in securities while they have to avoid the
associated risk. Market trading functions to cause upward or downward adjustment of securities
prices in a way to generate high return to the high risk investment. Risk in securities investment
and the stock price fluctuation are influenced by several factors including economic and political
factors as well as the national security and stability conditions. There are criteria for investment
decision in the securities market. Theoretically, investors must place primary consideration on the
relationship between the yield and the risk from particular investment. It becomes imperative for
investors to assess the worthiness of investment and predict accurately the degree of risk. This
study aims to assess the market rate of return to investment in the stock market, the return to
warrants in the finance and securities sector, the risk involving investment in warrants in the
finance and securities sector, as well as assess the values of such warrants. The results can be
used as guidelines for investment decision. In this study, 12 securities are subjected to analysis in
relation to the movements of SET index and the Zero Coupon Bound which is a proxy for risk—
free investment. Time series data between January 2000 and December 2003 are used for the

investigation



The final results found that the average rate of return per week to investment in stock
market and in the warrants in the finance and securities sector is 0.0982% lower than the 0.2184%
average value of the corresponding SET index. Warrant yielding highest return is SSEC-W1 at
the average rate of 2.0050% per week and that getting the lowest return is FNS-W1 at —1.5715%
per week.

Risk assessment based on [—coefficient values indicates that only AITCO-WI,
because of its 3 < 1, has the rate of change in the return to this warrant lower than the rate of
change in the return to investment in the stock market. Other warrants had 3 > 1 indicating the
existence of higher risk because the rate of change in the return to investment in these warrants
appears greater than that for investment in the stock market in general.

The predicted yields of investment in the warrants under study when compared with
the securities market Line—~SML can provide information to aid investment decision. The results
from this study suggest that SICCO-W1, KK-W2, and SSEC-W1 which are under—valued
deserve additional investment because their rates of return are higher than the market rate of
return at the same level of risk. Other warrants which are over—valued are not worth investing due
to their relatively lower rate of return compared to the market rate of return at the same level of

risk.



