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ABSTRACT

The objective of this paper is to study and compare the use of GARCH-M model and OLS model
to estimate the CAPM-beta. Then the estimated beta values from the two models were used to
construct the Security Market Line (SML) in order to determine investment worthiness of the selected
companies in the Stock Exchange of Thailand. The data used are the closing prices of 10 most-actively-
traded stocks of real estate companies listed in the Stock Exchange of Thailand. The data covers the
period of 5 years from 4" January 2010 to 30" December 2015. According to the comparision of the
return of each share with the required (risk-adjusted) return, it finds that using betas from GARCH-M
model results in the shares BLAND, ITD, PS, SPALI and LPN being under-valued (worthy to invest). On
the other hand, when the betas from OLS model were used, only the share BLAND was under-valued.
In this respect, the researchers are of opinion that the betas calculated from GARCH-M model should
be more reliable for use than the betas derived from OLS model since it is generally accepted that
the volatility of stock price and return are time-varying and that the expected return of the share will
reflect such volatility in investment decision in which the GARCH-M model could better address such

statistical behavior.
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