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The Comparative Analysis on Return and Risk of the Financial Asset
for Portfolio Investment
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Abstract

The purpose of this research was to study the following aspects: (1) the
characteristic of three financial assets which were Bond, Equity, and Derivative (2) the
comparative of risk-adjusted return related to the financial assets, and (3) the appropriated
portfolio investment of the financial assets.

This research used monthly secondary data source total of sixty months started
from January 2007 to December 2011. The following financial indexes were used to
represent each financial asset; (1) Government Bond Prices Index represented Bond, (2) SET
50 Prices Index corresponds to Equity, and (3) SET 50 Prices Index Futures characterized
Derivative. The measurement indexes employed in this study were Treynor Measure, Sharpe
Measure, and Jensen Measure. The portfolio was aimed to be the risk averse by considering
characteristic of each financial asset then analyzing those financial assets based on the above
three measures.

The result showed that the financial assets had different characteristic, risk and
return, and portfolio set up; (1) the investor in Bond was the lender who had the legal right to
receive the beneficial return in term of interest, while the investor in Equity was the business
owner which would get the beneficial return in term of dividend, while the investor in
Derivative would mainly get the beneficial return according to reference assets since the
Derivative itself had no value. (2) After using Sharp Measure to assess the same risk of Bond,
Equity, and Derivative, the outcome showed that Bond gave the highest return then Equity
and Derivative respectively, while Treynor and Jensen Measure showed Equity gave the
highest return then Bond and Derivative respectively. (3) According to the average in risk-
adjusted return accounting for 100% proportion of the portfolio investment, the result from
Sharpe measure showed that the investor should invest in proportion of 70:27:3
(Bond:Equity:Derivative); on the other hand, the result from Treynor Measure showed that
the investor should invest in proportion of 33:53:14 (Bond:Equity:Derivative), and Jensen
Measure suggested that the investor should invest in proportion of 33:34:33
(Bond:Equity:Derivative).

Keywords: Return, Risk, Financial instrument, Portfolio investment
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