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ABSTRACT

In accordance with investment theory, an investor can optimize
his risk and return through diversification for his investment into 10 or
more stocks among many industries-and make use of Quadratic Optimization
Program. The author intend to verify this theory by assuming that if an
investor had invested in the Securities Exchange of Thailand during 1979
to 1983, and had selected growth stocks and diversified his investmnet
by using Quadratic Optimization Program; - then, his portfolio would out

perform the market.

In_ this study, growth stocks means the stock of companies
whose sales and earnings grew faster than the economics growth rate and
growth rate of the industry during the past two years. It was assumed
that the investor thad.selected top 1l0gfaster growth companies. Then, he
had estiimated the expected rate 'of return; by using ‘holding period return
method, and |[then.assessed the.risk, by using standard deviation of expected
rate of return, every six months before changing his portfolio. Thus, he

hadschanged jhis portfolio 10 timesydupings1979 topnl983,.

Afteriselecting. the 10“growth stocks and estimated, the.return
and risk, he then used the Quadratic Optimization Program to apportion
his investment portfolio. The investor was assumed to have one million
baht as his initial investment. Every six months, he would have changed
his portfolio as planned 10 times. By the end of fifth year, his portfolio
has grown to baht 1,899,000.75 which had resulted a net profit of baht

899,000.75 or a compounded rate of return of 13.68% per annum.



By using Treynor's and Sharpe's approach to measure the performance
of the portfolio, both approaches indicated that this portfolio had

outperformed the market during the period under review.

Therefore, it was verified that if an investor invests in

the market.
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