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ABSTRACT

The objective of this independent study, ‘Performance Comparison of Value Stock
Portfolios in The Stock Exchange of Thailand by Using Trend Following Strategy and Buy-and-
Hold Strategy’ aimed to study performance (return and risk) of constructed Value Stock
Portfolios and represent the comparative study among constructed Value Stock Portfolios
classified by firm size (Large-cap Value Stock Portfolio, Mid-cap Value Stock Portfolio and
Small-cap Value Stock Portfolio) and Investment Strategy (Buy-and-Hold Strategy and Trend
Following Strategy) with measurement indexes employed in this study which are Sharp’s Ratio
Trenor Ratio and Information Ratio. This study uses secondary data source total of 36 months (3
years) started from January 2010 to December 2012.

This study separates and selects 15 value stocks to each types of portfolio by Market
Capitalization, P/E and P/BV, then compute return of each stocks month by month, monitoring
the monthly closed price of stocks for Buy-and-Hold strategy and monitoring the daily closed
price of stocks for Trend Following strategy using double moving average crossover between
EMA 10 days and EMA 25 days as tool in technical analysis to decide whether to buy or sell.
Finally, the rate of return for portfolio is computed month by month, using the monthly rate of

return weighted by Market Capitalization proportion of each stock in portfolio. The SET Index is



used to represent the market rate of return, the monthly return of Government Saving Bond during
22 November 2010 to 22 November 2013 (SB13NA) is used to represent risk-free rate, and
FSTHL, FSTML and FSTSL Index are used to represent the benchmark for Large-cap Value
Stock Portfolio, Mid-cap Value Stock Portfolio and Small-cap Value Stock Portfolio respectively.

The results of the performance (return and risk) for three constructed portfolios show that
the smaller size of value stock portfolio is, the more there is total risk and average monthly rate of
return but the less there is systematic risk because the smaller size of value stock portfolio is, the
more there is the numbers of low liquidity stocks in portfolio. The average monthly rate of returns
of all constructed portfolios and market are obviously higher than risk-free rate during the tested
period. For comparative study, firstly, the performance comparison between investment strategy
at 95% confidence shows that there is no any difference in performance measured by Sharp’s
Ratio, Trenor Ratio and Information Ratio between Trend Following Strategy and Buy-and-Hold
Strategy for all three constructed portfolios including SET Index. Secondly, the performance
comparison among Value Stock Portfolios classified by firm size using Trend Following strategy
at 95% confidence shows that there is no any difference in performance measured by Sharp’s
Ratio and Information Ratio but there is significant difference in performance measured by
Trenor Ratio as the performance measured by Trenor Ratio of Small-cap Value Stock Portfolio is
better than the performance of other two constructed Portfolios and SET Index. Finally, the
performance comparison among Value Stock Portfolios classified by firm size using Buy-and-
Hold strategy at 95% confidence also shows that there is also no any difference in performance
measured by Sharp’s Ratio and Information Ratio but Small-cap Value Stock Portfolio there is
the also best in performance measured by Trenor Ratio.

This study found that Investment in Small-cap Value Stock Portfolio should be good
choice for Investors whether Buy-and-Hold or Trend Following which investors can get higher
rate of return with lower systematic risk which investors can get opportunity to reduce
unsystematic risk and improve performance by increasing number of stock in Small-cap Value

Stock Portfolio and have new choice to invest during high fluctuation of macroeconomics.



