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ABSTRACT

The purpose of this research was to evaluate the factors affecting the rate of return on the ordinary
shares of listed businesses in banking and insurance companies. Twenty-three companies listed on the Thai
Stock Exchange were evaluated based on the descriptive and inferential statistical processes of their annual
time series data from 2012 to 2021. This evaluation involved analyzing multiple regression models to
determine the related factors affecting the rates of return of ordinary shares of banking and insurance
companies on the Thai Stock Exchange. The findings revealed that the current ratio, return on equity, pric
to-earnings ratio, and nonresident net fund flows impacted the rate of return, with a statistical sienificance
of positive correlation. Other factors, including the dividend yield ratio and the COVID-19 pandemic, affected
the rate of return, with a statistically significant negative correlation. This study’s results are applicable to
the sustainable operating strategies of listed banking and insurance businesses and to the development of
a company’s risk prevention strategies. Those wishing to invest in ordinary shares in banks and insurance
companies can also use these results to make rational investment decisions in the ¢ economic

situation.

Keywords : Rate of Return ; Banking ; Insurance ; Ordinary Shares ; COVID-19 Situation

Introduction

The spread of coronavirus disease 2019 (COVID-19) has caused world economic disruption, business
closures, and increasing unemployment (WHO Thailand, 2019). The weak economic conditions affect the
set of financial institutions, which includes banking and i nce groups that have commitments to
depositors, borrowers, and creditors. When debt settlerments are suddenly reduced, the bank group and
insurers may fail (Tai, 2020). Banking failures can affect the economy, disrupt financial systems, and cause
bankruptcies (Perkins et al., 2020).

The COVID-19 pandemic has had a severe and sudden impact on all sectors and people at all levels
(Akhtaruzzaman, Boubaker, and Sensoy, 2021) based on the international monetary fund (IMF) forecast being
approximately -3.5% (IMF, 2020) for economic and people in all economic situations. The part of the Thai
capital market with which most people are familiar is the Stock Exchange of Thailand (SET). The SET index
was highly volatile between February and March 2020; trading was temporarily suspended, or a circuit
breaker was used, three times (The Stock Exchange of Thailand, 2021). Moreover, the stock index fell 173.62
points (approximately -11.47%), and in March, it dropped another 214.86 points (approximately -16.01%)
before gradually recovering from April until the beginning of June (Investing.com, 2021).

The Covid-19 pandemic has greatly affected the operations of insurance companies and banks as a
major risk factor for businesses. For insurance businesses, it is found that the pandemic or covid-19 infection
is an emerging risk to business stability up to 799%. There is no norm for calculating the loss rate before.
From the fact that the insurance business issued a COVID-19 protection policy product; as meet, pay, finish,
with insurance claims numbers up to 40 billion baht, while insurance premiums are only 8,000 million baht,
despite the cancellation conditions specified in the contract and the company is actually losing but the
Office of Insurance Commission to protect the people has ordered a ban on termination of covid insurance
since the beginning of 2021. As a result, the number of insurance claims has continued to rise and as of
February 2022, four insurance companies have filed to close their businesses with losses from one year
contract claims for COVID-19 (Office of Insurance Commission, 2021). While the group of banks has been

affected by both entrepreneurs and the general public who have lost their income from the Covid-19
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pandemic, causing delays in debt repayment with banks and also affecting operating results of banks
decreased (Bank of Thailand, 2021), lower interest income, lower credit growth direction due to lower
demand for business expansion and consumption, and also including the burden of asset risk management.
As a result of this impact, each financial institution has issued various measures to help customers affected
by COVID-19, such as debt moratorium, reduction of the minimum installment rate according to the ability
to repay debt, postponement of installment payments, etc. The implementation of these measures will
affect the banking sector (Manprasert, 2020).

In Thailand’s current economic situation, the SET is regarded as an important source of funding an
an institution that regulates securities trading in compliance with regulations and fairness principles (Kumar
and Kumara, 2021) to build confidence for investors and cause people's savings to be increased so
may invest in various businesses that are beneficial to economic and social development. Investing in the
stock market is also important to drive the country’s economy and is an investment option with high returns.
However, it also has a high risk. Therefore, investors must have criteria for considerine varicus factors that
affect market prices. Investing in the capital market is an ideal option for those with savings, especially those
who want a variety of investments (Fathmaningrum and Utami, 2022), because they will have the
opportunity to be part of many great business owners’ growth prospects and receive benefit returns from
investments in various forms (Bustani, 2020), (e.g., dividends or profits frorm securities trading). Performance
is measured based on the rate of return of assets, which affects the value of businesses.

Given the importance of banking and insurance companies, this research aims to study the factors
affecting the rate of return of 23 companies’ ordinary shares during the COVID-19 pandemic. The 23
companies are in the banking and insurance sectors and were listed on the SET from 2012-2021. The
expectation is to present the appropriate factors that should be used as criteria for considering investments
in the common stocks of listed companies in the banking and insurance sectors. This research has been
supported an opportunity to pursue the research objective successfully from faculty of business

administration at Rajamangala University of Technology Isan in Thailand.

Objective

The research objective is to study the factors that affect the rate of return of ordinary shares (RROS)
of companies in the banking and insurance sectors listed on the SET during the COVID-19 situation. These
are various factors; consisting of current ratio (CR), debt-to-equity ratio (DE), return on equity (ROE), price-
to-book value ratio (P/BV), dividend yield ratio (DY), price-to-earnings ratio (P/E), nonresident net fund flows
(FF), and the COVID-19 situation (Covid).

Literature Review

'he literature is reviewed under the related works that studied and considered about factors
affecting banking and insurance businesses as follows.

According to the Capital Asset Pricing Model (CAPM), a security's rate of retumn is based on the
risk-frec asset return, market rate of return, and systematic risk as measured by Beta (Investopedia, 2016).
However, in practice, a security's rate of return also depends on several factors. (Panuvisitsang and Chansarn,
2018). The study of the factors that determine the rate of return of the company's ordinary shares in the
stock exchange is a topic of extensive research in Thailand and abroad. However, in the case of the countries
studied, the focus was on banks and insurance groups. There are still few, especially during the ongoing

impact from the Covid-19 situation.
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The Rate of Return on Ordinary Shares (RROS)

RROS is a management tool to measure the rate of return that can be shared with shareholders.
This ratio compares the revenue generated (Net Profit) and the number of current shares (Muazaroh and
Septiarini, 2021). For earnings per share (EPS) is the result of calculating net income divided by the number
of current shares. If the company's EPS growth increases (Sulfiani and Mais, 2019), there will also be an
increase in investor interest in the company's stock. The profit used as a measure is the profit for the owner
earned after taxes (EAT). In this study, the statistic of the share price per company and the rate of return of
the common stock were calculated by calculating the rate of return that is one hundred times of th
difference of stock market closing price for the current year and last year per stock market closing price for
the last year. Once the calculation is done, it will be analyzed by descriptive statistics to reflect the rate

return of the ordinary shares of each company listed on the Stock Exchange of Thailand.

Factors Affecting RROS of Listed Banking and Insurance Businesses on Thai Stock Exchange

Current Ratio (CR)

CRis a ratio that measures a company's ability to pay its short-term debts or debts due within one
year by comparing current assets with the fastest current liabilities. Investors and analysts can use CR to
determine how a company can increase its current assets on its balance sheet to meet current liabilities
and payables (Fernando, 2021). A company with a low CR indicates that it has few current assets to pay off
short-term liabilities but companies with high CR are not always sood because high CR can occur due to a
lack of effective cash and inventory management. Therefore, to say whether a company is liquid or not, it
is necessary to compare with the same business group (Husna and Satria, 2019).

H; : Current ratio (CR) has a positive impact on the RROS.

Debt-to-equity ratio (DE)

DE is a capital structure ratio that assesses a company's long-term financial stability using balance
sheet information (Nasution, Putri and Dungza, 2018). The company will be able to solve financial problems
until it can meet its obligations such as paying int ,, daily expenses, salaries, taxes, loan installments, etc.
Therefore, the meaning and interpretation of this financial ratio differs depending on the purpose for which
it is considered (Fathmaningrum and Utami, 2022) to indicate whether the debt is protected by the owner's
equity or not. If more than one of these ratios indicates that the company has more liabilities than equity,
there are some liabilities that are not protected by equity. Also, if this ratio is high, it means that the company
has so much debt that there is a high risk of default. It is a comparison of total debt to equity.

H. : Debt to-equity ratio (DE) has a negative impact on the RROS.

Return on equity (ROE)

ROE is a measure of a company's annual return (net income) divided by its total equity value
expressed as a percentage, or ROE can be found by dividing the company's dividend growth rate by its

svenue crowth rate (Rosikah et al., 2018). ROE represents the rate of return on total equity and shows the
company's ability to turn equity investments into profits (Ozen, Ozdemir, and Grima, 2020). ROE is derived
fron ieasure of the return that is generated by an entity's operations, with the higher the ratio the better
and the higher the profitability. It was calculated from one hundred times of net profit per equity.

Hs : Return on equity (ROE) has a positive impact on the rate of return on ordinary shares.

Price-to-book value ratio (P/BV)

P/BV is the fair valuation ratio of a stock based on the latest share price based on the latest
company's book value (Latief, 2018). PBV is a calculation or comparison between the market value and the

book value of a stock. With this P/BV, investors can know directly how much a stock's market value is based
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on its book value. This ratio can represent about the stock price movement, so the P/BV ratio indirectly
influences the stock price (Basuki, Pulungan and Udin, 2020). P/BV are used to value stocks, whether cheap
or expensive, commonly known as stock valuations. Generally, companies with a P/BV of less than one is
considered cheap stocks. While a P/BV ratio above one is an expensive stock.

Hq : Price-to-book value ratio (P/BV) has a positive impact on the rate of return on ordinary shares.

Dividend yield ratio (DY)

DY is a financial ratio that compares the dividend per share to the price of the stock at the time of
computation. This DY represents about the sum that investors will receive from the organization (Bustai
2020). DY has a significant impact on the share price and has a significant impact on the share price (Singh
and Tandon, 2019; Ermiati et al., 2019) which contradict the dividend preference theory (Koh, Keng !
Brigham, 2014 ; Tanushev, 2016). The theory states that when a company pays a higher rate of dividends
because the returns received in the form of dividends are certain to be received but the return on future
stock prices increases is more uncertain. In addition, DY was also found to 1ecatively correlated with
RROS, where investors think that dividends are less risky than future profits Therefore, investors prefer high
dividend yields and are willing to accept lower RROS (Brigham, Houston, Ming, Kee and Ariffin, 2019).
However, there was Bustani's (2020) research to mention that DY has no significant impact on stock prices.

Hs : Dividend yield ratio (DY) has a negative impact on the rate of return on ordinary shares.

Price-to-earnings ratio (P/E)

P/E is used as an indicator of past performance and future growth of companies. The companies
with low P/E generate higher earnings than high P/E companies (Dutta, Saha and Das, 2018). Many studies
use the annualized earnings per share rate instead of the dividend growth rate to predict stock values
(Rahman and Shaamsuddin, 2019). In other words, the P/E is positively correlated with the rate of revenue
growth (Freihat, 2019).

He : Price-to-earnings ratio (P/E) has a positive impact on the RROS.

Nonresident net fund flows (FF)

Many studies have shown that foreign direct investment has a significant positive impact on
economic growth in the host country (Grigorian, 2019) and has a strong positive impact on economic growth,
human capital, exports, and employment (Lu and Yakovlev, 2018).

Hy : Nonresident net fund flows (FF) has a positive impact on the rate of return on ordinary shares.

COVID-19 (Covia)

As for the COVID-19 epidemic, Thailand’s capital market has also been affected by the crisis (Caferra,
and Vidal-Tomas, 2021). The Covid situation has affected both household and industrial spending (Latief
and Niu, 2020; Ngwakwe, 2020), as reflected through the world's Gross Domestic Product (GDP) in 2020 (Wang
and Wu, 2020). In Thailand, a study was conducted to analyze the financial ratios of financial sector
companies listed on the Stock Exchange of Thailand during the COVID-19 pandemic. It was found that the
results of the study of insurance and life insurance groups had the greatest impact. As for companies, the
financial ratio has decreased., only the profitability from the asset turnover ratio, but the operability ratio
and the monetary policy. There is no difference in performance. It was concluded that it was not affected
by the COVID-19 pandemic (Na Nirot et. al., 2022) that studied from financial source during 2019-2020 as a
year has not been affected by the ongoing Covid-19 epidemic. The researcher therefore proposed to study
the impact of both the insurance business and the bank, continuing to collect data in 2021 to study the
impact of the Covid-19 situation on the rate of return of ordinary shares of listed companies.

Hs : Covid has a negative impact on the rate of return on ordinary shares.
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Conceptual Framework

According to the above literature review, the researcher determined the research conceptual
framework consisting of two variable types that are Independent and dependent variables, as shown in
Figure 1. The first variable type is independent variables that consist of many factors as follows: 1) CR; 2)
DE; 3) ROE; 4) P/BV; 5) DY; 6) P/E; 7) FF; and 8) Covid. Other second variable type is dependent variables
that was the RROS of companies in the banking and insurance sectors listed on the SET are the dependent

variables in this research.

Independent variable Dependent variable
Current ratio (CR) (+) The rate of return on
Debt to equity ratio (DE) (-) ordinary shares (PROS)
Return on equity (ROE) (+) of Companies in the
Price to book value ratio (P/BV) (+) >

banking and insurence |
Dividend vyield ration (DY) (-) businesses on the SET.

Price to earning ration (P/E) (+)
Nonresident net fund flows (FF) (+) ‘

COVID-19 situation (COVID) ()

Figure 1 Research Conceptual Framework

Research Methodology

The research involves collecting data for the companies were from various information sources
during 2012 to 2021 as the details shown in Table 1. These data were used for data analysis processes as
follows.

The Thai economy in 2012 expanded well as domestic demand and private consumption increased
in line with favorable employment, income, and consumer confidence, as well as boosted by government
measures. While the investment of the business sector has continued to repair the damage from the flood,
to expand production capacity to support domestic demand and to adjust the production process to reduce
dependence on labor. Therefore, the Thai economy in 2012 was a condition in which domestic expenditure
expanded well and industrial production for domestic sales was also able to expand well (Bank of Thailand,

2012). So, this research proposes to use financial statement information as the starting year of 2012.

Population and Samples
Nis research was based on the financial information of 23 listed companies’ yearly cross- sectional
ata obtained from secondary SET sources such as financial statements. The financial information is from
statements of the annual financial situation of each company, including statements of the financial position,
statements of income, total income, asset summaries, and debt according to the notes on the statements

of financial and annual registration (Form 56-1) for the companies of interest.

Data Collection
This research employed quantitative research technique to collect the information of the financial
statements of 23 listed businesses in banking and insurance companies on the SET based on descriptive

and inferential statistical processes for 10 years period time. These data were analyzed to find the related




factors affecting the rate of return of ordinary shares by using the correlation coefficient approach between

the study factors as following the Pearson’s method, and employing the multiple regression analysis

techniques, consisting of fixed and random-effects regression analysis to investigate the research hypotheses.

Therefore, the instrument is accurate, reliable and can be used to conduct this research.

Table 1 Companies in The Banking and Insurance Sectors on the SET

No. Stock Company Stock Market Study Period | Study Years
Year
1 BAY Bank of Ayudhya Public Company Limited 1977 2012-2021 [ 10
2 BBL Bangkok Bank Public Company Limited 1975 2012-2021 1C
3 CIMBT CIMB Thai Bank Public Company Limited 1978 2012-2021 /10
4 KBANK Kasikorn Bank Public Company Limited 1976 2012-2021 10
5 KKP Kiatnakin Bank Public Company Limited 1988 2012-20z 10
6 KTB Krung Thai Bank Public Company Limited 1989 2-2021 10
7 LHFG LH Financial Group Public Company Limited 2011 2012-2021 10
8 SCB Siam Commercial Bank Public Company Limited 6 2012-2021 10
9 TISCO TISCO Financial Group Public Company Limited 2009 2012-2021 10
10 BKI Bangkok Insurance Public Company Limited 1978 012-2021 10
11 BLA Bangkok Life Assurance Public Company Limited / 2012-2021 10
12 BUI Bangkok Union Insurance Public Company 198¢ 2012-2021 10
Limited
13 CHARAN | Charan Insurance Public Company Limitec 192 2012-2021 10
14 INSURE | Indara Insurance Public Company Limited 1994 2012-2021 10
15 MTI Muang Thai Insurance Public Company Limited 2008 2012-2021 10
16 NKI Navakij Insurance Public Cornpany Limited 1993 2012-2021 10
17 NSI Nam Sin Insurance Public Company Limited 1991 2012-2021 10
18 SMK Syn Munkong Insurance Public Company Limited 1991 2012-2021 10
19 THRE Thai Reinsurance Public Company Limited 2013 2013-2021 9
20 THREL Thai Re Life Insurance Public Company Limited 2011 2012-2021 10
21 TIP Dhipaya Insurance Public Company Limited 1995 2012-2021 10
22 TSI Thal Setthakit Insurance ic Company Limited 1991 2012-2021 10
23 TVI Thaivivet Insurance Public Company Limited 1989 2012-2021 10

Source : SET, 2021

sta
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=~ descriptive statistics are represented by mean value, maximum value, minimum value, and
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financial data of companies listed in banks and insurances on the Stock Exchange

of Thailand for 23 companies during the year 2012-2021, the results of the calculation can be summarized

as in

of the distribution of the preliminary statistical value.

ble 2 as follows. The descriptive statistics provide a general overview of the data and characteristics
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Table 2 Financial Ratio and RROS of Companies Listed in Banks and Insurances

Company CR (times) DE (times) ROE (%) P/BV (times) DY (%) P/E (times) RROS (%)

BAY 1.12 8.10 10.24 0.65 2.35 13.27 2.35
BBL 1.14 7.10 8.96 0.98 3.81 10.19 381
CIMBT 1.10 9.59 3.19 153 0.28 42.88 0.56
KBANK 1.14 7.88 12.28 1.56 2.27 11.42 2.27
KKP 1.17 591 11.88 1.14 6.44 9.76 6.44

KTB 1.11 9.56 10.43 1.07 4.27 9.04 4.27 |
LHFG 1.16 6.44 7.29 1.05 2.49 16.80 | 3.86

SCB 1.13 7.79 13.59 1.70 3.86 11.14 —75.5 -

TISCO 1.11 8.95 17.44 1.76 557 .69 —.93_7
BKI 2.04 0.96 6.73 1.09 3.93 14. 1.77
BLA 1.14 7.03 12.15 2.65 1.77 20.83 65
BUI 1.56 1.80 1.92 0.30 1.09 l 22.46 3.71
CHARAN 3.26 0.44 2.06 0.62 a 22.56 4.71
INSURE 1.16 6.22 -7.18 3.18 > 95.00 3.71
MTI 1.30 3.34 9.69 1.43 3.34 10.95 3.18
NKI 1.22 4.45 3.55 81 v 3.55 16.11 6.30
NSI 1.57 1.74 9.94 0.7¢ 5.67 8.59 4.01
SMK 1.53 1.90 16.36 1.89 4.01 10.51 8.32
THRE 1.28 3.65 23.92 2.60 3.33 14.34 5.96
THREL 2.50 0.67 23.42 2.75 4.17 17.68 531
TIP 1.13 7.66 2115 0 L.V— 531 9.07 8.12
TSI 1.09 10.41 -40.57 2.79 - 9.97 3.39
TVI 1.27 3.66 7.95 1.20 3.39 18.04 4.25
Mean 1.16 6.22 9.69 1.43 3.34 13.27 4.32
S.D. 0.53 3.17 13.99 0.80 1.77 18.28 1.83
Max 3.26 10.41 23.42 3.18 6.44 95.00 8.32
Min 1.09 0.44 . -40.57 0.30 - 8.59 0.56

Source: SET, 2021

Moreover, the descriptive statistical analysis was divided into two parts, as follows:
1. Financial information analysis of companies listed on the SET using descriptive statistics of
financial information as follows: 1) ltems showing the company’s financial position (e.g., total assets, total
bts, and total shareholders’ equity); 2) Items showing the company’s operating results, including total
income and net profits.
’. Financial ratio analysis of companies listed on the SET using descriptive statistics of financial ratios
and research related information as follows: 1) CR; 2) DE; 3) ROE; 4) P/BV; 5) DY; 6) P/E; 7) Nonresident net
8) Covid. Covid is a dummy variable with a value of 1 during the pandemic. Otherwise, the dummy

variable is equal to 0 when it is not during the pandemic.

Data Analysis
This section will analyze the factors to determine the rate of return on ordinary shares (RROS) of
listed companies in the banking and insurance by using multiple regression analysis to prove the hypotheses

presented. The multiple regression equation used in the analysis has the following normal equation (1):
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Z=Bo+Bix1 +...+ PrXn+a+ (1)

Where Z is defined as the relationship between various independent variables and the dependent
variable—Xz1 through Xn.. Bo is the regression coefficient value of Z when all of the independent variables
are 0. In addition, B1 through PBn are the values of the regression coefficients. The a variable means the
other variable, and M is defined as the mean of the error value.

The multiple regression analysis examined potential statistical problems. The details are as follows.

1. This research investigates the problem of linear relationships between independent variable
(multicollinearity) by calculating the correlation coefficient between each pair of independenit variables and
check for multicollinearity caused by the independent variables in the equation having a linear relatios
based on the analysis of Pearson’s correlation coefficient at a significance level of 0.05. If Pearson's
correlation coefficient was statistically higher than 0.7 or lower than -0.7 (Mela and Kopalle, 2002), it was
considered a problem of multicollinearity.

2. An analysis of factors determining the RROS of companies was undertaken using fixed-and
random-effects regression analysis as follows.

2.1 Fixed-effects regression analysis in this research is defined as a fixed-effects regression model

using equation (2), which was derived from equation (1).

RROS = Bo+B1CR-B:DE +B:ROE +BaP/BV -BsUv +BsP/E + B+FF -BsCovid+ a+ W 2)

Where RROS is defined as the rate of return on ordinary shares of companies in the banking and
insurance sectors. Bk « = o0,1,.,n) IS the mean regression coefficient and a is the other variable in this study. p
is defined as the mean of the error value

From equation (2), a new average equation for RROS was derived for companies in the banking and

.....

is the mean regression coefficient, and a; is the other variable in this study.

RROS; = BOi +B11CR -Bz@DE +} ROE +BaiP/BV ‘B5iDY +BéiP/E +B71FF -Bg@COVid+ aj + u (3)

The fixed-effects regression analysis is appropriate for the analysis of the studied data at this time
due to the unobserved effect, that is, the a; variable in the equation is correlated with at least one
independent variable in the equation.

If the effect is not noticeable (i.e., unpredictable behavior or culture of each company), there is no
correlation between \dependent variables. Therefore, the random-effects regression analysis model is
more appropriate than the fixed-effects regression analysis model (Wooldridge, 2019)

2.2 Random-effects regression analysis would be appropriate for data analysis for an unobservable

ffect where the a variable in the model does not correlate with the independent variables. In this case,
Covix, a) is defined as 0, tis 1, 2, ..., 10, and i is defined as 1, 2, ..., 39. From equation (4), the a variable is
a part of the residual value, called the composite error term, which is ai+ M. Therefore, the random-effects

regression model is reflected in equation (4).

RROS = Boit +B1CR -B2iDE +B35ROE +BaiP/BV -BsiDY +PeiP/E +BiFF -BsiCovid+an+H (4)
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Results and Discussion

The results of this research were divided into three parts; consists of results of the data analysis
with descriptive statistics, analysis of the RROS of companies in the banking and insurance sectors, and
analysis of the factors that determine the RROS of companies in the banking and insurance sectors.

The results of data analysis with descriptive statistics calculation revealed that the total assets of
the 23 companies had an average value of 627,455.42 million baht and a standard deviation of 1,041,783.92
million baht.

The results of the descriptive statistics indicate that BBL has assets of approximately 2,889,499.34
million baht, which was the maximum of all the companies. The company with the lowest total assets was
CHARAN, at approximately 818.49 million baht. The total debts of the 23 companies averaged 554,186.98
million baht, with a standard deviation of 923,728.17 million baht. The company with the most total debt
was BBL with 2,532,219.22 million baht, and the company with the lowest total debt was CHARAN with
250.80 million baht of debt.

For the shareholders of the 23 companies, the average equity was 69,783.76 million baht, and the
standard deviation was 115,611.13 million baht. The company with the largest shareholder equity was BBL,
at approximately 356,893.59 million baht. The company with the least shareholders’ equity was INSURE at
173.47 million baht.

As for the total income, the average of the 23 companies was 37,531.72 million baht, with a standard
deviation of 58,508.08 million baht. The company with the highest total income was KBANK at 172,120.51
million baht, and the company with the lowest total income was CHARAN at 185.64 million baht. The
average net profit for all the companies was 7,719.97 million baht, with a standard deviation of 13,113.60
million baht. The company with the largest net profit was SCB at 42,572.80 million baht, and the company
with the lowest net profit was THRE at €60.52 million baht.

As for the net trading value of nonresident investors in the SET, the average monthly value was -
979.41 million baht, with a standard deviation of 2,520.84 million baht. The greatest net trading value of
non-resident investors was 18,958.37 million baht, and the lowest was -8,901.22 million baht.

For the result of analysis for the RROS of companies in the banking and insurance, the average price
of ordinary shares was determined by calculating descriptive statistics and was found to be 61.88 baht with
a standard deviation of 77.05 baht. The company with the greatest average price of ordinary shares was BKI
at 321.00 bant, and the company with the lowest average price was CIMBT at 1.45 baht.

The cormpany with the highest RROS was THRE, at 8.32%, but the THRE company has had less
inforration for 10 yex: srparing with other studied companies. The company with the lowest RROS was
CIMBT, at 0.56%.

'ne analysis results for the factors that determine the RROS of companies in the banking and

surance begin with the investigation of a linear relationship between the variables (multicollinearity) by

analyzing the correlation coefficient between independent variables, as shown in Table 3.
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Table 3 Correlation Coefficient Between Independent Variables

Independent Variables CR DE ROE P/BV DY P/E FF

CR Pearson correlation 1

DE Pearson correlation -74" 1

ROE Pearson correlation A1 -.16 1
P/BV Pearson correlation -.16 22 -30 1

DY Pearson correlation 15 -.24 57 -.26 1

P/E Pearson correlation -01 .03 -22 38 -58" 1 |
FF Pearson correlation 24 .20 21 .34 17 - 1

** Correlation is significant at the 0.01 level (2-tailed).

The results of the multiple regression analysis using fixed-and random-effects regression rmethods
to present relationships between the dependent variable and the independent variables are described in

Table 4.

Table 4 Results of Multiple Regression Analysis Using Fixed-and Random-Effects Regression Methods

Variable Fixed-effects model Random-effects model
Coefficient Std. error P-value oefficient 5td. error P-value
CR 2.65% 154  0.08 2.63%** 1.07 0.01
DE -6.47 6.53 0.44 .98 3.55 0.41
ROE 1.31%%* 039  0.00 0.96***  0.31 0.00
P/BV 3.65 3.13 0.26 1.17 2.50 0.68
DY -4 59%%* 1.30 0 -5.35%** 092  0.00
P/E 0.33* 0.0 0.07 0.57%** 0.14 0.00
Covid -3.76* 2.60 0.10 -3.99% 232 010
FF 1.02* 09 0.08 1.35% 5.44 0.08
CONSTANT -34.71 11635  0.70 40.38 38.08 0.37
R? 7.75 52.31
Adjust R? 55.2
1. %, %, % were statistically significant at the levels of 0.10, 0.05, and 0.01, respectively.
2. The Hausman test statistic is 20.75, and th alue is 0.006.

The results of the analysis of the relationship between dependent variables and independent
variables by statistical methods and fixed-and random-effects regression determined that the Hausman test
statistic was 20.750 and the p-value was 0.006. A p-value less than 0.01 indicates that it is significant at 0.01.
From the result in Table 4, it was shown that the fixed-effects regression model is suitable to study factors
atfecting the rate of return on ordinary for this research because the random-effects regression model is

seen to be biased and inconsistent. The fixed-effects regression model is shown in equation (5).
RROS, = -3d.71 +2.65CR -6.47DE +1.31ROE +3.65P/BV -4.59DY +0.33P/E +1.02FF -3.76Covid +ait +1 (5)

From Table 4, the R-squared value is 0.5775, which explains how the independent variables
included in the equation describe the factors affecting the RROS. Moreover, the adjusted R-squared value is
0.5532, which explains approximately 55.32% of the variation after adjusting for the independent variables
of the RROS.
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The analysis of the factors that determine the RROS of companies in the banking and insurance
sectors was described as follows.

1. Current Ratio (CR)

The CR was statistically significant at the 0.10 level because the p-value was 0.08, which is less
than the significance level. Therefore, it can be considered that the CR has a significant influence on the
RROS. It has a positive correlation with ROE of listed companies, and the regression coefficient of the working
capital ratio is 2.65. If the CR, as measured by the current assets to current debt ratio, increases one time,
it would increase the RROS of listed companies by 2.65%.

2. Debt to Equity Ratio (DE)

DE was not statistically significant at 0.1 because the p-value was 0.44, which was creater
the significance level of 0.1. So, it can be concluded that DE does not have a significant influence on the
RROS.

3. Return on Equity (ROE)

ROE was statistically significant at the 0.01 level because the ROE’s p-value was 0.00, which is
less than the significance level of 0.01. So, it can be concluded that ROE has a significant positive influence
on the RROS. In addition, the regression coefficient for ROE was 1.31, which shows that if the rate of ROE,
as measured by the net profit-to-equity ratio, increases by 1%, the ROE of listed companies will increase by
1.31%.

4. Price to Book Value Ratio (P/BV)

The P/BV was not statistically significant at the 0.10 level because the p-value was 0.26, which
was greater than the 0.10 significance level. Therefore, it was shown that the P/BV does not have a significant
influence on the RROS.

5. Dividend Yield Ratio (DY)

The DY was statistically significant at 0.01, since the p-value was 0.00, which is less than the 0.01
significance level. Therefore, the DY has a sienificant negative influence on the RROS. In addition, the
regression coefficient of the DY was 4.59, which shiows that if the DY, as measured by the dividend-per-share
ratio, increases by 1%, the RROS of listed companies will decrease by 4.59%.

6. Price to Farning Ratio (P/E)

The P/E was statistically significant at 0.10 because the p-value was 0.07, which was less than
the significance level. Therefore, it can be concluded that the P/E has a significant positive influence on the
RROS. Moreover, the regression coefficient of the P/E is 0.33, which means that if the market price-to-earnings
per share, as measured by the market price to net earnings, increases one time, the RROS will increase by
0.33%.

7. Nonresident Net Fund Flows (FF)

The nonresident net FF had a statistically significant positive effect on the RROS. The regression
coefficient of nonresident net FF was 1.02, which means that if the nonresident net FF increases one time,
the RROS will increase by 10.20%.

8. Covid Situation (Covid)

Covid had a negative impact on the RROS.

From the result, CR was statistically significant with a positive correlation to the RROS, consistent
with studies by Ozen, Ozdemir, and Grima (2020), and Kumar, and Kumara (2021). When the CR increases
by one time, the RROS will increase by 2.65%. The ROE was also found to be statistically significant, with a
positive correlation to the RROS. If ROE, which is measured by the net profit increased by 1%, it would
increase the RROS by 1.31%, which is consistent with studies by Lu, and Yakovlev (2018); Camilleri, Grima,
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and Grima (2019). Moreover, the P/E ratio was statistically significant with a positive correlation to the RROS,
consistent with a study by Dutta et al (2018); Solihati (2019); Ermiati et al., 2019; Rahman and Shaamsuddin,
2019) but it is different from (Bustani, 2020). When the P/E ratio increases by 1%, the RROS will increase by
0.33%. Additionally, the DY was statistically significant, with a negative correlation to the RROS, which is
consistent with Muazaroh and Septiarini (2021) findings. When the DY, as measured by the dividend-per-
share to share price ratio, increases by 1%, the RROS will drop by 4.59%, according to studies by Singh and
Tandon (2019); Husna and Satria (2019); Kumar, and Kumara (2021). These findings are consistent with the
study by Freihat (2019); Basuki, Pulungan and Udin (2020) who examined the relationship between financic
ratios and securities prices of 10 companies listed on the SET in the real estate and construction sectors. As
for the nonresident net FF, it had a statistically similar effect on the RROS, consistent with studie
Murwatiningsih, Abiprayu, and Wijayanto (2018) and Ozen, Ozdemir, and Grima (2020)

The most statistically significant external impact on the RROS this decade was Covid, consistent
with studies by Latief and Niu (2020); Newakwe (2020); Caferra, and Vidal-Tomas (2021) and Wang et al.
(2021), that studied COVID-19’s effect on financial markets in China based on micro evidence and possible

mechanisms.
Conclusion

This research studied the factors affecting the RROS of 23 companies in the banking and insurance
sectors listed on the SET using descriptive and inferential statistical processes for time-series data analysis
during 2012-2021. The relationship analysis of the dependent variable and independent variables using
multiple regressions analysis to study the factors affecting the RROS found that CR, P/E, ROE, and nonresident
net FF were a statistically significant positive correlation. Other factors including DY and Covid were a statical
significance with negative correlation. In addition, the DE and P/BV factors were hypothetical but were not
statistically significant. These factors can be applied and help to formulate the sustainable operating
strategies of listed banking and insurance businesses, as well as developing the company’s risk prevention
approach.

Contribution

This research has contributed to present significant factors affecting the RROS that are CR, P/E, ROE,
DY, nonresident net FF, and Covid factors by analyzing multiple regressions models. Liquidity, as measured
by CR, was statistically positively correlated with RROS. This reflects that investor tends to choose to invest
in com >s with high liquidity and low risk due to the high probability of obtaining the highest rate of
return in the future (Fernando, 2021). It was also discovered that profitability, as measured by ROE, had a
statistically significant positive influence on RROS. The findings reflect that if companies could generate
more net profits compared to their equity investments, they would be more profitable. It will give
shareholders the opportunity to receive returns from the operation of that business at a higher rate. It
reflects the profitability of the investing company, making it easier for investors to make investment decisions
(Ozen, Ozdemir, and Grima, 2020). In contrast, this study found that DY, a measure of dividend payout, had
a statistically significant negative influence on RROS. The findings reflect that in years when companies have
a high DY, they tend to be years when their RROS is low. A possible explanation is that dividend decisions
are generally related to management policies and the net profits made that year. This is usually not related
to the price of the ordinary shares, as DY is calculated as the dividend per share divided by the price per
share. It would imply that the year of high DY may be due to the share price decline, not from the higher

dividends per share. It could also be caused by the behavior of investors who often sell stocks after the
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company's earnings are announced, resulting in lower share prices and RROS. Furthermore, DE was found
no impact on RROS, which could be attributed to the fact that the amount of debt was a determining factor
in profitability (Nasution, Putri and Dungga, 2018). Thus, there was no significant relationship between the
amount of debt and the rate of return. This reflects those investors do not pay much attention to these
factors when considering ordinary shares in the industry due to operational efficiency is not showing and
the company's performance is concrete, investors choose not to consider such factors. While P/BV is based
on the market price, which is quite subjective or personal factor, investors also do not consider taking
advantage as well (Lebo and Tasik, 2017 ; Karakus and Bozkurt, 2017). For Covid-19, there was a statisticall
significant negative influence on RROS because initially from the situation, banking and insurance
performance improved from the sale of policies, but as the pandemic continued and the severity dec |
after Initiating effective vaccination results in the claim amount being higher than the value of the insurance
premium received. As a result, the performance of insurance companies has decreased and resulted in a
decrease in RROS.

Suggestion and Future Research Direction

For general investors who are interested in investing in banking and insurance companies, the results
of this research can be used to make investment decisions. In addition to the CR, ROE, and DY related to
the rate of return, investors should also focus on other factors both inside and outside the company to
ensure an accurate analysis of stock price trends in banks and insurarice companies. In the future, other
correlation-testing methods should be adopted for greater accuracy and reliability. Further studies of
comparative financial statements should be studied, and quarterly financial statements should be studied
to make the analysis clearer and more detailed study used guantitative data mainly to analyze financial
statements. Therefore, in the next study, more qualitative data should be considered in order to make the

analysis more reliable.

Limitation

There was some limitation to this research, which the samples consist of only listed banking and
insurance business on Thai stock exchange information but there are also unregistered groups of companies
that do not disclose the information to the public. Therefore, this research cannot collect data such as
financial statements from the unregistered companies, which may introduce other factors affecting the rate
of return on ordinary shares
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