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ABSTRACT

When investing in the éecurities exchanée market, theoretically
investors have to take risk and return in;o account. In the case of risk,
investors concentrate on only a sys;ematic risk because this kind ;annot
be reduced by diversification while an unsystematic risk can. This thesis
aims to.give'a comparative study on the beta coefficients between the

cement industry securities and the food-beverage "industry securities.

This study hypotﬁesized that the beta coefficients of the two
above-mentioned~industry securities-were, not egual, neither were their
change rates...s:...owing to the effect of four economic factors : gross
national préduct, consumer price index; foreign) exchange rate and interest

rate.

The methodology of the study.was to compute the annual beta
coefficients of every firm in the cement and the food—bevérage industry
between years 1976 to 1984 and used these results to compute the average
beta coefficientslof each industry. The methods used in finding out the
averages are : the arithmetic mean and the weighted average beta coefficient

by the value of trade. The different methods yielded the different results:



a) With the arithmetic mean method, the beta coefficient of the
cement industry securities was not equal to the beta coefficient of the

food-beverage industry securities, that is the former was higher than

the latter. It does mean that the firms, whose sales, profits and stock

érices follow the 1éve1 of economic activity and level of the securities
market (e.g. the cement industry), have high systematic risk whereas the
firms, whose séleS, profits,'and'stock prices do not depend on the level

of economic activity and level of the sécurities market (e.g. the food-
beverage industry), have low systematic risk.  Thus these results obviously
accord with the theofy.  On the contrary, their average change rates of .
the beta coefficiénts, as well /as' their aﬁerage rate of return,wefe equal.
With regard to the cement industry securities, tﬁe change rate of the beta
coefficients (Y)waé‘affected negatively by the change rate of the gross
national product (xl)_and Qositively by the change rate of the interest

rate (x4). The equation was

Y4 = 37.54 - 1.30x, + 0.57x4

=

However, for the food-beverage industry securities, the equation
of relationship between the change rate of the beta coefficient and of the

economic factors werenot ‘significant enough'“to be analyzed.

Thereforé, the impiication of 'this result is: given-the change rate
of the interest rate conétanf, if the change rate of the gross national
product increases 1% the change rate of the beta coefficient of the cement
industry securities will decrease by 1.3%Z. In the same way, given the change
rate of the gross nationai product is constant; if the change rate of the
interest rate inéreasés 1% the change rate of these securities beta
coefficient will increase 0.57%. Unfortunately, the change rate of the beta

coefficient of the food-beverage industry securities cannot be forecased. Once



forecasting the beta coefficient of the cement industry securities from
the above-mentioned equation, the investors are able to compute the required

rate of return by the CAPITAL ASSET PRICING MODEL for decision making under

the research limitations,

b) With the weighted average method, it has been found that the beta
coefficients of the two industries securities were not significantly different,
This finding did not support the thory. .Therefore, we cannot state that the
two firms with indifferept beta coefficients their sales and profits follow
the level of economic activities differently. Not only the rates of return
but also the change rates.©f/ the beta coefficients of these industries
securities werebnot different., When the relationship between the change
rates of economic facters jand the change rates of.the beta coeificients of

each industry was tested, it was not found to be significant.

‘As the firm beta coefficients in the same industry varied greatly, the
weighted average method was better than the other../ However, it should be
conscious of the;esearch‘limitations which lie in the theoretical and
methodological reasons; némely the differences_between the existing and the
theoretical market,; " the limitations'of computing'the rate of return in non-
transactional period, _and also the statistical limitations of computing the
relationship between the ‘change rates of beta coefficients,and the change

rates of the economic factors.
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