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Nokia in 1999

Pentti Kukkola, Chief Financial Officer of Nokia, the Finnish telecommunications equipment company, was concerned. He and his colleagues were on a flight back from meeting with analysts in Dallas, and were discussing an issue that had been raised by some analysts, a question that he had not been able to answer: namely, what was the company’s cost of equity? And following that, what was the company’s overall cost of capital? And finally, what was the company doing to improve shareholder value by minimizing the cost of financing.

Kukkola had attempted to answer these questions by pointing to the very low interest rates that Nokia had been able to negotiate on its debt. For example, the company had recently succeeded in placing a EUR 100 million, 3-year bond at a rate only 105 basis points above the yield on equivalent German government bonds. This sort of answer, however, had not satisfied the questioners. They wanted a more comprehensive picture of Nokia’s cost of capital. 

Nokia’s financial management had traditionally been conservative, taking the attitude that the risks should be taken on the business side, not in the corporate treasury department. Still, Kukkola wondered aloud, what kind of capital structure – debt versus equity – should a company in our line of business have? He determined to look into this further, and to compare Nokia’s capital structure to those of other major European multinationals.

Kukkola tapped on his laptop computer. He decided to gather some information and hand it over to one of his bright assistants. He wrote:

Who are our shareholders? Why would they care about our cost of capital?

What is our cost of debt financing?

What is our cost of equity financing?

What is our overall cost of capital?

Could we lower this by changing our capital structure?

Would more debt create unnecessary risk?

How would a financial restructuring affect the value of our company?

What does the competition do?

Who are our shareholders?

Registered Shareholders

	
	K Shares
	A Shares
	Total
	% Share
	% Votes

	Nokiterra Oy
	27626768
	4513574
	32140342
	5.3
	12.1

	Pohjola Insurance Corp
	8100000
	707262
	8807262
	1.5
	4.7

	UPM-Kymmene Corp
	6284968
	
	6284968
	1.0
	3.6

	Ilmarinen Mutual Pension
	5176400
	590700
	5767100
	1.0
	3.0

	Suomi Mutual Life
	4350000
	580400
	4930400
	0.8
	2.5

	Industrial Insurance
	4350000
	550000
	4900000
	0.8
	2.5

	Local Gov Pensions Inst
	3120888
	1084800
	4205688
	0.7
	1.8

	Svenska Litteratursallskapet
	2775864
	8272
	3784126
	0.6
	2.2

	Varma-Sampo Mutual
	2581000
	8100
	2589100
	0.4
	1.5

	Pohjola Life Assur.
	2107000
	228000
	2335000
	0.4
	1.2


Nominee Shareholders

	
	K Shares
	A Shares
	Total
	% Share
	% Votes

	Merita BankLtd
	17867269
	431247084
	449114353
	72.4
	34.9

	Other
	508047
	13701581
	14209628
	2.3
	1.1


Shares by number of shares held

	By Number of shares owned
	No of shareholders
	Percentage of shareholders
	Total Number of Shares
	Percentage of capital

	1-500
	19 523
	64.2
	3 113 486
	0.5

	501 - 1000
	3 919
	13.0
	2 939 315
	0.5

	1001 – 10,000
	6 127
	20.2
	17 673 038
	2.9

	10,001 – 100,000
	698
	2.3
	16 535 219
	2.7

	> 100,000
	72
	0.3
	102 001 525
	16.9

	Total
	30 339
	100
	142 272 583
	23.5

	Nominee Shares
	
	
	463 323 981
	76.5

	Total
	
	
	
	100.0


Why do investors care about our capital structure?

The optimal debt ratio leads to the minimal cost of capital. If the value of the firm is the net present value of future cash flows, then the lowest cost of capital results in the maximal firm value. The cost of capital is higher with both too little and too much debt. 

Advantages of debt:

- Tax savings. Interest expenses are tax deductible while cash flows to equity (dividends) are not. This benefit increases with the tax rate.

- Added discipline by increasing the cost of  failure.

Disadvantages of debt:

- Higher expected bankruptcy cost (probability of bankruptcy times the cost). The probability of default is greater for firms that have volatile cash flows. 

- Agency costs. Debt exposes the firm to the possibility of conflicts between stock- and bondholders over investment, financing, and dividend decisions. The convenants that bondholders write into bond agreements to protect themselves against expropriation cost the firm in both monitoring costs and lost flexibility.

- Loss of flexibility. This is more likely to be a problem for firms that have substantial and unpredictable investment opportunities.

The following factors have an influence on the optimal debt ratio, i.e. they determine whether the advantages outweigh the disadvantages of taking on debt. 

Tax rate 

It has a direct influence on tax savings. If the tax rate is high, the optimal debt ratio is also higher, because the tax savings increase by taking on more debt (until the point when the cost of debt gets too high).

The ability to pay interest 

as reflected in the EBITA/Firm value ratio (pretax returns on the firm) or the interest coverage ratio.  If the company is able to pay interest easily (high coverage ratio), it can take on more debt.

Variance in operating income

This is shown in the beta reflecting the default risk. The beta increases with higher debt ratios and at the same time raises the cost of equity.  The cost of equity increases with higher debt rates. The variance also influences the bond rating - reflecting the interest rate, probability of bankruptcy and estimated cost of bankruptcy and therefore also the flexibility for the future. The higher the probability and cost of bankruptcy, the less the optimal debt.

Default spreads 

of different ratings classes decrease the optimal debt ratio as they tend to increase during recessions (penalizing companies that borrow money) or increase the ratio as they go down . 

Firm projects 

Does the company need much flexibility in the future? if so, the optimal debt ratio is lower to allow for future borrowings. Firms operating in businesses where projects earn substantially higher returns than their hurdle rate should value flexibility more than those that operate in stable businesses where excess returns are small.

What is our cost of debt financing?

Cost of Debt

Assumption:  

The mobile phone portion of Nokias business is both young and very dynamic; thus one could argue it makes little sense to apply a long-term analysis to both Nokias historical data and forward debt estimation.

Although Nokia has issued some bonds that are openly documented in their annual report, they are nominated among others in Finish Markka, German Deutschmarks and British Pounds. 

We use the A-1 short-term debt rating that the company has from S & P. (Annual Report 1998) with spread of 1.25 % over the T bond rate.

Using the risk free rate of 5.7 percent for 1-Year (short term) Government bond  (H.15 Daily Update) gives a pre tax cost of borrowing of 6.95 % which we shall call 7.0 %.

After Tax cost of Debt

The tax rate in Finland where Nokia pays two thirds of its taxes is 28 %. We shall round up the marginal tax rate to 30 percent to allow for the tax differentials in other countries where Nokia is also liable for tax.

After Tax cost of debt = 7 (1 – 0.30)  = 4.9 %

Note: Nokias effective tax rate over the last five years was 24.57 %. For the last quarter it was 30.02: Source www.marketguide.com
What is our cost of equity financing?

The Capital Asset Pricing Model is used to calculate the cost of equity.

Rj = Rf + ((Rm-Rf)  = Rf(1-() + (Rm
Using historical data collected from www.yahoo.com, Nokia stock returns (Rj) are regressed against returns on the Standard and Poors 500 index (Rm). 

Regression equation
Rj = a + bRm    
Where the slope b corresponds to the stocks (
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5 Year Monthly Return

Alpha (a)  
= 2.4 %

Beta  (b) 
= 1.993

R Squared 
= 33.69 

No. of Points 
= 56

Standard Error
= 0.384

Looking at the intercept a of the regression compared to Rf(1-() gives us a measure of the Nokias stocks performance relative to the CAPM. Assuming a monthly risk free rate (Rf) equal to 0.4 %

a  - Rf(1-() = 2.8%
This suggests that Nokia performed 2.8% better on a monthly basis and 39.3 % on an annual basis, compared to monthly expectations generated using the CAPM between April 1995 and November 1999.

The value R2 provides an estimate of the proportion of the risk that can be attributed to market risk and the proportion that can be attributed to the firm risk. In the case of Nokia, 33.69 % of the risk (variance) comes from market sources (interest rate risk, inflation risk, etc.). The remaining portion (100 – 33.69 = 66.31% ) can be attributed to the firm specific risk, which is diversifiable and therefore not rewarded in the CAPM.

The standard error of the b estimate equals 0.384. Under the assumption of a normal distribution, the true ( for Nokia could range from 1.993-0.384=1.609 to 1.993+0.384=2.377 with 67% confidence and from 1.993-2*0.384=1.225 to 1.993+2*0.384 =2.761 with 95% confidence.
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2 Year Weekly Return

A second regression was made using weekly data over a period of two years

Alpha 

= 1.66 

Beta 

= 1.62

R Squared 
= 46.38

No. of points 
= 110

This reduction of the Beta from 1.99 to 1.62 when looking at the last two years compared with the last five years could be attributed to the fact that Nokia has grown considerably. This generally implies less risk.

Analyst Research

As a comparison for our results, a survey of the following web sites gave the following beta values for Nokia;

Newsalert.com (www.newsalert.com)



Data Broadcasting Corporation (www.dbc.com)

Market Guide Inc





1.97

Bloomberg.com

Multex Broker Research




1.96

Bottom-Up Approach

Using the bottom up approach – (reference beta.xls )

	
	Business

	u.Beta
	Weight %

	Mobile Phones
	Foreign Electronic/Entertainment
	0.78
	60

	Telecommunications Products
	Telecom. Equipment
	1.28
	33

	Communications
	Computers and Peripherals
	1.33
	7

	
	
	
	




Weighted Average 0.468 + 0.4224 + 0.0931 =      0.98
Comment:

Selecting the industry category for the mobile phone area of business proved difficult. We feel that comparison to well followed American equities are not valid for several reasons. The market penetration for mobiles phones is significantly higher in Europe and Asia, especially for non-business users, where fashion plays an important role. Furthermore, the fierce competition between mobile phone operators has created the unusual scenario of one industry heavily subsidizing another. In order to attract customers, operators discount heavily, in many cases completely, the cost of a new mobile telephone. This allows customers to replace their handsets far more frequently than would normally be the case. We would argue that his lends the business some unusual market characteristics, which are not adequately reflected in any of the lists generated by American research bodies. 

Using an expected risk premium of stocks over treasury bonds of 5.5 % (based on the geometric mean):

Cost of Equity

The Cost of Equity = Risk Free Rate + Beta * Expected Risk Premium

17.85 = 7.0   + 1.97 * 5.5

What is our overall cost of capital?

Market capitalization:

Company Financial Statement, Dec 31 1998: 

Total Number of Shares:
     605,596,564




Shares outstanding: 
     573,436,000




Average for 1998

     569,170,000




Market Capitalization
70,399,490,000

Equity and Debt Ratios

	
	
	
	

	
	Market Value of Debt (D)
	302,940,000

	
	Market Value of Equity (E)
	
	70,399,490,000

	
	Preferred Stock (PS)
	23,778,300,000

	
	Total   
	94,480,730,000

	
	
	
	

	
	Debt Ratio (D/(D+E+PS) 
	0.32 %

	
	Equity Ratio (E/D+E+PS)
	74.5 %

	
	Preferred Stock Ratio (PS/D+E+PS)
	25.1%


Cost of Capital

The cost of capital is the weighted average cost of equity, debt and preferred stock:

4.9 (0.32) + 17.85 (74.4) + 0.00034 (25.1) = 13.2 %

The above figures were calculated using the 1998 annual report and looking at interest bearing long term debt

Could we lower the cost of capital by changing our capital structure?

The input numbers for the analyses have been taken from the 1998 annual report. Nokia should take on more debt (up to 20 %) according to the two calculations below.

Using capstru.xls:

	INPUTS FOR ANALYSIS
	
	
	
	
	
	
	

	Capital Structure
	
	Financial Market
	
	Income Statement
	

	Current MV of Equity 
	$68,760
	Current Beta for Stock
	1.99
	Current EBITDA 
	$3,529 

	Current Outstanding Debt 
	$1,549
	Current Bond Rating
	A-
	Current Depreciation 
	$600 

	# of Shares Outstanding 
	573
	Current T.Bill Rate
	5.70%
	Current Tax Rate 
	30.00%

	Riskless rate to use in CAPM 
	6.30%
	Current T. Bond Rate
	6.30%
	Current Capital Spending
	$896 

	Risk Premium  
	
	5.50%
	Current Interest Rate
	7.50%
	Current Interest Expense 
	$246.00 


	
	
	
	
	
	
	
	

	
	RESULTS FROM ANALYSIS
	
	
	
	

	
	
	
	Current
	Optimal
	Change

	
	D/(D+E) Ratio 
	2.20%
	20.00%
	17.80%

	
	
	
	
	
	

	
	Beta for the  Stock 
	1.99
	2.30
	0.31

	
	Cost of Equity   
	17.25%
	18.96%
	1.72%

	
	
	
	
	
	

	
	AT Interest Rate on Debt 
	4.62%
	6.16%
	1.54%

	
	
	
	
	
	

	
	WACC
	
	16.97%
	16.40%
	-0.57%

	
	Implied Growth Rate 
	6.00%
	
	

	
	Market Value of Firm (C)
	$70,309 
	$72,737 
	$2,428 

	
	Market Value of Firm (G)
	$70,309 
	$74,367 
	$4,058 

	
	Market Price/share (C) 
	$120.00 
	$124.24 
	$4.24 

	
	Market Price/share (G) 
	$120.00 
	$127.08 
	$7.08 


using apv.xls:

ANALYZING CAPITAL STRUCTURE
	INPUTS FOR ANALYSIS
	
	
	
	
	
	
	

	Capital Structure
	
	Financial Market
	
	Income Statement
	
	

	Current MV of Equity 
	$68,760 
	Current Beta for Stock
	1.99
	Current EBITDA
	$3,529 
	

	Current Outstanding Debt
	$1,836 
	Current Bond Rating
	AA-
	Current Depreciation
	$600 
	

	# of Shares Outstanding 
	573
	Current T.Bill Rate
	5.00%
	Current Tax Rate
	30.00%
	

	Riskless rate to use in CAPM 
	6.30%
	Current T. Bond Rate 
	6.30%
	Current Capital Spending
	$896 
	

	Risk Premium 
	5.50%
	Current Interest Rate
	7.50%
	Current Interest Expense
	$246.00 
	

	
	
	
	
	
	
	
	
	
	

	Summary of Firm Values at Different Debt Ratios
	

	Debt Ratio
	$ Debt
	Tax Rate
	Unlevered Firm Value
	Tax Benefits
	Bond Rating
	Probability of Default
	Expected Bankruptcy Cost
	Value of Levered Firm

	0
	$0 
	30.00%
	$70,094 
	$0 
	A+
	0.40%
	$71 
	$70,023 
	

	0.1
	$7,060 
	30.00%
	$70,094 
	$2,118 
	A+
	0.40%
	$71 
	$72,141 
	

	0.2
	$14,119 
	30.00%
	$70,094 
	$4,236 
	BB
	12.20%
	$2,153 
	$72,177 
	

	0.3
	$21,179 
	30.00%
	$70,094 
	$6,354 
	CCC
	50.00%
	$8,824 
	$67,623 
	

	0.4
	$28,238 
	27.54%
	$70,094 
	$7,777 
	CCC
	50.00%
	$8,824 
	$69,047 
	

	0.5
	$35,298 
	18.04%
	$70,094 
	$6,368 
	C
	80.00%
	$14,119 
	$62,343 
	

	0.6
	$42,357 
	15.03%
	$70,094 
	$6,368 
	C
	80.00%
	$14,119 
	$62,343 
	

	0.7
	$49,417 
	12.89%
	$70,094 
	$6,368 
	C
	80.00%
	$14,119 
	$62,343 
	

	0.8
	$56,476 
	11.28%
	$70,094 
	$6,368 
	C
	80.00%
	$14,119 
	$62,343 
	

	0.9
	$63,536 
	10.02%
	$70,094 
	$6,368 
	C
	80.00%
	$14,119 
	$62,343 
	

	
	
	
	
	
	
	
	
	
	


Would more debt create unnecessary risk?

The value of Nokia would be the highest with a debt ratio of 20 %, but this would lead to a significantly worse rating (BB).  In order to remain with the same ranking, Nokia could take a debt ratio of 10 %, or a little more, resulting in only a slightly smaller firm value than with the optimal debt ratio of 20 %. Nokia’s reason for a low debt ratio is twofold. They want to maintain their good bond rating and allow for high flexibility to invest in potential projects with high than expected returns.

What Do Other Companies Do?

An Industry Comparison

The following numbers have been taken from Morningstar Quicktake Reports based on the third quarter of 1999.  Since we used the annual report of 1998 throughout this case study, Nokias numbers as of September 1999 are also shown to allow for an up-to-date direct comparison.

Nokia and its main competitors :

	
	Nokia Mil $
	%
	Ericsson Mil $
	%
	Motorola Mil $
	%

	Assets
	
	
	
	
	
	

	Cash
	3544.7
	26.2
	1436.8
	6.8
	3527.0
	10.3

	Other Current Assets
	6676.6
	49.2
	14040.2
	66.8
	12488.0
	36.4

	Long-term Assets
	3294.7
	24.4
	5552.5
	26.4
	18257.0
	53.3

	Total
	13516.0
	100.0
	21029.5
	100
	34272.0
	100.0

	
	
	
	
	
	
	

	Liabilities and Equity
	
	
	
	
	
	

	Current Liabilities
	6216.0
	46.0
	8575.1
	40.8
	11898.0
	34.7

	Long-term Liabilities
	521.3
	3.9
	5262.8
	25.0
	7938.0
	23.2

	Shareholders’ Equity
	6778.7
	50.2
	7191.6
	34.2
	14436.0
	42.1

	Total
	13516.0
	100.0
	21029.5
	100.0
	34272.0
	100


The comparison shows that Nokia has considerably less long-term liabilities than Ericsson or Motorola, whereas the short-term liabilities are more comparable but exceeding the competitors’.  

Comparison with companies of different industries:

Nokia’s long-term debt seems extremely low also compared to other companies of different sectors like Novartis (17.8 %) and IBM (32.5 %).

_______________________________________________________________________

Ian Giddy

February 2000

Work done by:

Michael Osborne
osb@zurich.ibm.com

Sonja Buchegger
sob@zurich.ibm.com
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		0.0185808633

		-0.0037834037

		0.0117745055

		-0.0113444499

		0.0028157286

		0.0262556033



S&P500 (SPC)

NOKIA (NOK)

NOKIA / S&P500 (2 Year Weekly)
Beta = 1.619

-0.1388447918

0.0027119966

-0.0460676342

0.1193163217

-0.0609144339

0.0648656908

0.0016942137

0.027028516

0.0912787392

0.0957067157

0.064646664

0.0986541038

-0.0341202464

0.0661558313

0.0385523705

0.0057927475

0.0712643938

0.0065420987

0.0855899858

0.0498992502

0.0408761716

-0.0136980662

-0.0407406303

0.0299198697

-0.0262409764

0.056784759

-0.0673941797

-0.0019528363

0.095888814

0.0741092145

0.0315856815

0.0910565224

0.0871506068

-0.0516315048

-0.0580224302

-0.0775672922

0.0272052499

-0.1011242053

0.0357147991

0.1017258275

-0.054775019

0.0769874633

-0.0645661106

-0.0928495452

0.1485490443

0.0772883801

0.0900435166

-0.0275365861

-0.007596682

0.0925549127

0.021656955

0.0841631267

-0.0028738665

0.0784308628

0.0577540678

-0.02578387

0.1177998135

0.0297122509

0.0428315701

-0.0030266201

-0.0954031383

0.0249274852

-0.0275955762

0.0437715392

0.0760367125

-0.0038545078

0.0383065912

0.0033333333

0.0564784053

0.0628930818

-0.1020710059

0.0436573311

-0.0631412786

0.0126368997

0.0405324459

-0.071197411

-0.0069686411

0.0824561404

0.0470016207

0.0665634675

-0.0101596517

0.1092375367

-0.0013218771

0.0390469887

-0.0974522293

-0.0395201129

-0.0396767083

0.0499231829

-0.0220438031

-0.0007451565

0.0454884415

0.0171184023

-0.0280504909

0.0194805195

0.0106157113

0.1148459384

-0.0665829146

0.131897712

0.0992818074

0.0027085028

0.0550161812

0.0920245399

0.0992509363

0.0971039182

0.0434782609

0.0029761905

0.0326409496



Risk&RetWS (2)

		Current riskfree rate =				7.00%				Risk premium for stocks=				5.50%				Current stock price=		$163.00

		Number of periods of data=				110				Riskfree rate during period =				4.91%				Current Annual DPS =		$0.92

		Time period		Index		Price(Stock)		DPS(Stock)		Split Factor		Index Level		Return(Stock)		Return(Mkt)		(R(jt)-Rj)^2		(R(mt)-R(m))^2		(R(jt)-R(j))

		1		1		19.6536				1		983.79										(R(mt)-R(m))

		2		1		16.9248				1		953.39		-13.88%		-3.09%		0.026212217		0.0012189984		0.0056526676				REGRESSION STATISTICS AND RISK PARAMETERS

		3		1		16.9707				1		946.78		0.27%		-0.69%		0.0004139225		0.0001198239		0.0002227056				RISK AND PERFORMANCE MEASURES

		4		1		16.1889				1		936.46		-4.61%		-1.09%		0.0047782265		0.0002224082		0.0010308816				Intercept (Alpha) =				1.66%

		5		1		18.1205				1		975.04		11.93%		4.12%		0.0092658411		0.0013826832		0.0035793466				Slope (Beta)=				1.6191300101

		6		1		17.0167				1		927.69		-6.09%		-4.86%		0.0070512156		0.0027641689		0.0044148331				Rf(1- Beta) =				-0.25%

		7		1		18.1205				1		961.51		6.49%		3.65%		0.0017479597		0.0010525411		0.0013563921				Intercept-Rf(1-Beta)=				1.90%

		8		1		18.1512				1		957.59		0.17%		-0.41%		0.0004563722		0.0000654509		0.0001728293

		9		1		18.6418				1		980.28		2.70%		2.37%		0.0000157723		0.0003873672		0.0000781643				VARIANCE STATISTICS

		10		1		20.3434				1		1012.46		9.13%		3.28%		0.0046541944		0.0008302524		0.0019657457				Variance of the stock=				0.0037395166

		11		1		22.2904				1		1020.09		9.57%		0.75%		0.0052779692		0.0000124104		0.0002559335				Variance of the market =				0.0006615421

		12		1		23.7314				1		1034.21		6.46%		1.38%		0.0017296933		0.0000966026		0.0004087699				Systematic variance=				0.0017342869

		13		1		24.7126		$1.36		1		1049.34		9.87%		1.46%		0.0057149096		0.0001127052		0.0008025584				Unsystematic variance=				0.0020052297

		14		1		23.8694				1		1055.69		-3.41%		0.61%		0.003269247		0.0000041541		-0.000116537				R squared =				46.38%

		15		1		25.4485				1		1068.61		6.62%		1.22%		0.0018575021		0.0000676537		0.0003544953

		16		1		26.4296				1		1099.16		3.86%		2.86%		0.0002401039		0.0006039447		0.0003808011

		17		1		26.5827				1		1095.44		0.58%		-0.34%		0.0002980573		0.0000547253		0.0001277156				USING BETA

		18		1		28.4771				1		1122.7		7.13%		2.49%		0.0023239448		0.0004356288		0.0010061697				In estimating expected returns:

		19		1		28.6634				1		1110.67		0.65%		-1.07%		0.0002727447		0.0002169285		0.0002432408				Riskfree Rate =				7.00%

		20		1		31.1167				1		1122.72		8.56%		1.08%		0.003910364		0.0000467316		0.0004274782				Historical return premium=				5.50%

		21		1		32.6694				1		1107.9		4.99%		-1.32%		0.000720502		0.0002962991		-0.0004620433				Expected return=				15.91%

		22		1		34.0048				1		1121		4.09%		1.18%		0.0003175199		0.0000610104		0.0001391834

		23		1		33.539				1		1108.14		-1.37%		-1.15%		0.001350941		0.00023979		0.0005691592				In forecasting prices:

		24		1		32.1726				1		1108.73		-4.07%		0.05%		0.0040701482		0.0000121162		0.000222069				Current price=				$163.00

		25		1		33.1352				1		1110.47		2.99%		0.16%		0.0000470978		0.0000059726		-0.0000167719				Annualized DPS=				$0.92

		26		1		32.2657				1		1090.82		-2.62%		-1.77%		0.0024302986		0.0004712574		0.0010701852				Predicted prices:

		27		1		34.0979				1		1113.86		5.68%		2.11%		0.0011375561		0.0002926998		0.000577029				- One year from now				$188.01

		28		1		31.7999				1		1098.84		-6.74%		-1.35%		0.0081814309		0.0003061763		0.0015827065				- Two years from now				$216.85

		29		1		31.7378				1		1100.65		-0.20%		0.16%		0.0006254961		0.0000055983		0.000059175				- Three years from now				$250.11

		30		1		34.7811				1		1133.2		9.59%		2.96%		0.0053044611		0.0006533228		0.0018615921				- Four years from now				$288.48

		31		1		37.3587				1		1146.42		7.41%		1.17%		0.0026063201		0.0000585657		0.000390693				- Five years from now				$332.74

		32		1		38.5387				1		1164.33		3.16%		1.56%		0.000072737		0.0001347757		0.000099011

		33		1		42.0479				1		1186.75		9.11%		1.93%		0.0046239238		0.0002323324		0.0010364784

		34		1		45.7124				1		1140.8		8.72%		-3.87%		0.0041079798		0.0018260619		-0.002738873

		35		1		43.3522				1		1120.67		-5.16%		-1.76%		0.0055783851		0.0004691021		0.0016176626

		36		1		40.8368				1		1089.45		-5.80%		-2.79%		0.0065738874		0.0010157982		0.0025841329

		37		1		37.6692				1		1062.75		-7.76%		-2.45%		0.0101252649		0.0008134493		0.0028699112

		38		1		38.694				1		1081.24		2.72%		1.74%		0.0000172073		0.0001791584		0.0000555232

		39		1		34.7811				1		1027.14		-10.11%		-5.00%		0.0154209923		0.0029212294		0.0067117998

		40		1		36.0233				1		973.89		3.57%		-5.18%		0.0001602178		0.0031199191		-0.0007070124

		41		1		39.6878				1		1009.06		10.17%		3.61%		0.0061887714		0.0010303878		0.0025252395

		42		1		37.5139				1		1020.09		-5.48%		1.09%		0.0060578361		0.0000478547		-0.00053842

		43		1		40.402				1		1044.75		7.70%		2.42%		0.0029084859		0.0004064693		0.0010872949

		44		1		37.7934				1		1002.6		-6.46%		-4.03%		0.007677824		0.0019676175		0.0038867751

		45		1		34.2843				1		984.39		-9.28%		-1.82%		0.0134343464		0.0004917763		0.002570349

		46		1		39.3772				1		1056.42		14.85%		7.32%		0.0157482324		0.0047829623		0.0086788941

		47		1		42.4206				1		1070.67		7.73%		1.35%		0.0029410336		0.0000897889		0.0005138795

		48		1		46.2403				1		1098.67		9.00%		2.62%		0.0044871823		0.0004901174		0.0014829855

		49		1		44.967				1		1141.01		-2.75%		3.85%		0.0025597193		0.0011919239		-0.0017467085

		50		1		44.6254				1		1125.72		-0.76%		-1.34%		0.0009396533		0.0003032356		0.0005337943

		51		1		48.7557				1		1163.55		9.26%		3.36%		0.0048299484		0.0008756809		0.0020565732

		52		1		49.8116				1		1192.33		2.17%		2.47%		0.0000019604		0.0004293762		-0.0000290126

		53		1		54.0039				1		1176.74		8.42%		-1.31%		0.0037339486		0.0002920166		-0.0010442102

		54		1		53.8487				1		1166.46		-0.29%		-0.87%		0.0006724141		0.0001625435		0.0003306002

		55		1		58.0721				1		1188.03		7.84%		1.85%		0.0030662555		0.0002096297		0.0008017344

		56		1		61.426				1		1226.27		5.78%		3.22%		0.0012038808		0.0007938016		0.0009775697

		57		1		59.8422				1		1229.23		-2.58%		0.24%		0.0023854387		0.0000025582		0.0000781177

		58		1		66.8916				1		1275.09		11.78%		3.73%		0.008976185		0.001108534		0.0031544264

		59		1		68.8791				1		1243.26		2.97%		-2.50%		0.0000442913		0.00083962		-0.0001928415

		60		1		71.8293				1		1225.19		4.28%		-1.45%		0.0003910303		0.0003440143		-0.0003667697

		61		1		71.6119				1		1279.64		-0.30%		4.44%		0.0006803596		0.0016344905		-0.0010545337

		62		1		64.7799				1		1239.4		-9.54%		-3.14%		0.014032824		0.0012573831		0.0042005519

		63		1		66.3947				1		1230.13		2.49%		-0.75%		0.0000034984		0.0001320817		-0.0000214959

		64		1		64.5625				1		1239.22		-2.76%		0.74%		0.0025656919		0.0000113988		-0.000171014

		65		1		67.3885				1		1238.33		4.38%		-0.07%		0.0004290887		0.0000223866		-0.0000980094

		66		1		72.5125				1		1275.47		7.60%		3.00%		0.0028068412		0.0006748955		0.0013763446

		67		1		72.233				1		1294.59		-0.39%		1.50%		0.0007242337		0.0001205011		-0.0002954166

		68		1		75				1		1299.29		3.83%		0.36%		0.0002325475		0.0000001465		-0.0000058369

		69		1		75.25				1		1282.8		0.33%		-1.27%		0.0003890263		0.0002790504		0.0003294813

		70		1		79.5				1		1293.72		5.65%		0.85%		0.0011169848		0.0000202444		0.000150375

		71		1		84.5				1		1348.35		6.29%		4.22%		0.0015869068		0.0014602954		0.0015222854

		72		1		75.875				1		1319		-10.21%		-2.18%		0.0156570386		0.0006646393		0.0032258771

		73		1		79.1875				1		1356.85		4.37%		2.87%		0.0004243702		0.000609237		0.0005084703

		74		1		74.1875				1		1335.18		-6.31%		-1.60%		0.0074301575		0.000399363		0.001722594

		75		1		75.125				1		1345		1.26%		0.74%		0.0001085802		0.000011166		-0.0000348197

		76		1		77.25		0.92		1		1337.8		4.05%		-0.54%		0.0003053883		0.0000877297		-0.0001636815

		77		1		71.75				1		1330.29		-7.12%		-0.56%		0.0088839096		0.0000926781		0.0009073831

		78		1		71.25				1		1301.84		-0.70%		-2.14%		0.0009015441		0.0006451381		0.0007626404

		79		1		77.125				1		1327.75		8.25%		1.99%		0.003528248		0.0002524713		0.0009438121

		80		1		80.75				1		1293.64		4.70%		-2.57%		0.0005733409		0.0008822879		-0.0007112325

		81		1		86.125				1		1342.84		6.66%		3.80%		0.0018928055		0.00115729		0.0014800422

		82		1		85.25				1		1315.31		-1.02%		-2.05%		0.0011033515		0.0006009646		0.0008142943

		83		1		94.5625				1		1391.22		10.92%		5.77%		0.0074270706		0.002883623		0.0046278366

		84		1		94.4375				1		1403.28		-0.13%		0.87%		0.0005943337		0.0000216727		-0.0001134937

		85		1		98.125				1		1418.78		3.90%		1.10%		0.0002556771		0.0000494532		0.0001124458

		86		1		88.5625				1		1356.94		-9.75%		-4.36%		0.0145224943		0.0022657598		0.005736243

		87		1		85.0625				1		1328.72		-3.95%		-2.08%		0.0039159054		0.0006155384		0.0015525432

		88		1		81.6875				1		1300.29		-3.97%		-2.14%		0.0039355285		0.0006456572		0.0015940522

		89		1		85.7656				1		1327.68		4.99%		2.11%		0.0007217873		0.0002907461		0.0004581013

		90		1		83.875				1		1336.61		-2.20%		0.67%		0.0020340899		0.0000073591		-0.0001223481

		91		1		83.8125				1		1348.27		-0.07%		0.87%		0.0005665466		0.000022187		-0.0001121159

		92		1		87.625				1		1357.24		4.55%		0.67%		0.0005031659		0.0000069681		0.0000592124

		93		1		89.125				1		1351.66		1.71%		-0.41%		0.0000352679		0.0000660081		0.000048249

		94		1		86.625				1		1335.42		-2.81%		-1.20%		0.0026119841		0.0002569003		0.0008191578

		95		1		88.3125				1		1277.36		1.95%		-4.35%		0.0000127918		0.0022553203		0.0001698518

		96		1		89.25				1		1282.81		1.06%		0.43%		0.0001547877		0.0000000642		-0.0000031521

		97		1		99.5				1		1336.02		11.48%		4.15%		0.008425194		0.001403701		0.0034389611

		98		1		92.875				1		1247.41		-6.66%		-6.63%		0.0080353291		0.0049473093		0.0063050185

		99		1		105.125				1		1301.65		13.19%		4.35%		0.0118462826		0.0015577894		0.0042958135

		100		1		115.562				1		1362.93		9.93%		4.71%		0.0058102086		0.0018546333		0.0032826523

		101		1		115.875				1		1370.23		0.27%		0.54%		0.0004140647		0.0000018033		-0.0000273252

		102		1		122.25				1		1396.06		5.50%		1.89%		0.001021384		0.0002201542		0.0004741962

		103		1		133.5				1		1422		9.20%		1.86%		0.0047565101		0.0002122152		0.001004691

		105		1		146.75				1		1416.62		9.93%		-0.38%		0.0058055033		0.0000607879		-0.0005940574

		106		1		161				1		1433.3		9.71%		1.18%		0.0054829338		0.000060237		0.0005746961

		107		1		168				1		1417.04		4.35%		-1.13%		0.0004170245		0.0002358591		-0.0003136224

		108		1		168.5				1		1421.03		0.30%		0.28%		0.0004032422		0.0000014341		0.0000240474

		109		1		174				1		1458.34		3.26%		2.63%		0.0000918505		0.0004947221		0.0002131677
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Risk&RetWS

		Current riskfree rate =				7.00%				Risk premium for stocks=				5.50%				Current stock price=		$163.00

		Number of periods of data=				56				Riskfree rate during period =				4.91%				Current Annual DPS =		$0.92

		Time period		Index		Price(Stock)		DPS(Stock)		Split Factor		Index Level		Return(Stock)		Return(Mkt)		(R(jt)-Rj)^2		(R(mt)-R(m))^2		(R(jt)-R(j))

		1		1		$9.8288				1		514.71										(R(mt)-R(m))

		2		1		$11.1472				1		533.4		13.41%		3.63%		0.0051935976		0.0002968943		0.0012417527

		3		1		$14.3536				1		544.75		28.76%		2.13%		0.0508827015		0.000004829		0.0004956949

		4		1		$15.8219				1		562.06		10.23%		3.18%		0.0016180585		0.0001611619		0.0005106559

		5		1		$16.6010				1		561.88		4.92%		-0.03%		0.0001645556		0.0003764119		0.0002488789

		6		1		$16.7209				1		584.41		0.72%		4.01%		0.0030082307		0.0004416908		-0.0011526959

		7		1		$13.3647				1		581.5		-20.07%		-0.50%		0.0690578784		0.0005789061		0.0063228182

		8		1		$13.0051				1		605.37		-2.69%		4.10%		0.0079168173		0.0004825897		-0.0019546289

		9		1		$9.3493				1		615.93		-28.11%		1.74%		0.117769013		0.0000026805		0.0005618495

		10		1		$8.9597				1		636.02		-4.17%		3.26%		0.0107622709		0.0001832302		-0.0014042696

		11		1		$8.3604				1		640.43		-6.69%		0.69%		0.0166302165		0.000147558		0.0015664995

		12		1		$8.2106				1		645.5		-1.79%		0.79%		0.0063980161		0.0001246468		0.0008930241

		13		1		$8.9312		$0.66		1		654.17		16.81%		1.34%		0.0112526894		0.0000319184		-0.0005993063

		14		1		$10.6441				1		669.12		19.18%		2.29%		0.0168268999		0.0000142302		0.0004893371

		15		1		$9.0536				1		670.63		-14.94%		0.23%		0.0447302619		0.0002830602		0.0035582799

		16		1		$8.6254				1		639.95		-4.73%		-4.57%		0.0119609		0.0042028142		0.0070900946

		17		1		$10.3382				1		651.99		19.86%		1.88%		0.0186340249		0.0000000714		-0.0000364633

		18		1		$10.8276				1		687.33		4.73%		5.42%		0.0002169965		0.0012335688		-0.0005173781

		19		1		$11.3476				1		705.27		4.80%		2.61%		0.0001972446		0.0000492792		-0.0000985903

		20		1		$13.7333				1		757.02		21.02%		7.34%		0.0219539019		0.0029479542		0.0080448181

		21		1		$14.1003				1		740.74		2.67%		-2.15%		0.0012493702		0.0016472611		0.0014345866

		22		1		$16.3867				1		786.16		16.22%		6.13%		0.0100165632		0.0017838775		0.0042270937

		23		1		$14.3144				1		790.82		-12.65%		0.59%		0.0355443567		0.0001730156		0.0024798649

		24		1		$14.2879		$0.15		1		757.12		0.86%		-4.26%		0.0028560603		0.0038062833		0.0032971161

		25		1		$15.8516				1		801.34		10.94%		5.84%		0.0022441499		0.0015464123		0.0018628958

		26		1		$16.1889				1		848.28		2.13%		5.86%		0.001663921		0.0015599179		-0.0016110804

		27		1		$18.0899				1		885.14		11.74%		4.35%		0.0030643245		0.0005939723		0.0013491196

		28		1		$21.0026				1		954.31		16.10%		7.81%		0.0097896583		0.0034886438		0.0058440252

		29		1		$19.0097				1		899.47		-9.49%		-5.75%		0.024635829		0.0058593959		0.0120146192

		30		1		$23.0109				1		947.28		21.05%		5.32%		0.0220261872		0.0011609309		0.0050567659

		31		1		$21.6465				1		914.62		-5.93%		-3.45%		0.0147290835		0.0028685397		0.0065000739

		32		1		$20.3894				1		955.4		-5.81%		4.46%		0.0144345447		0.0006505425		-0.0030643572

		33		1		$17.0474				1		970.43		-16.39%		1.57%		0.0510662798		0.0000112189		0.0007569052

		34		1		$18.6418				1		980.28		9.35%		1.02%		0.0009895845		0.0000797618		-0.0002809467

		35		1		$24.7126				1		1049.34		32.57%		7.04%		0.0694772902		0.0026386891		0.0135399028

		36		1		$26.8156		$1.36		1		1101.75		14.01%		4.99%		0.006093543		0.0009526231		0.0024093256

		37		1		$33.2284				1		1111.75		23.91%		0.91%		0.0313554076		0.0001000924		-0.0017715636

		38		1		$32.2657				1		1090.82		-2.90%		-1.88%		0.008288646		0.0014369606		0.003451153

		39		1		$36.1475				1		1133.84		12.03%		3.94%		0.0033916095		0.0004144129		0.0011855491

		40		1		$43.3522				1		1120.67		19.93%		-1.16%		0.01883595		0.0009422741		-0.004212912

		41		1		$33.1974				1		957.28		-23.42%		-14.58%		0.0877992313		0.0271846884		0.0488548334

		42		1		$38.8803				1		1017.01		17.12%		6.24%		0.0119061479		0.0018761416		0.004726269

		43		1		$46.2403				1		1098.67		18.93%		8.03%		0.0161872577		0.0037470446		0.007788092

		44		1		$48.6936				1		1163.63		5.31%		5.91%		0.0000812584		0.0016035978		-0.000360979

		45		1		$59.8422				1		1229.23		22.90%		5.64%		0.0278503751		0.0013908589		0.0062238205

		46		1		$71.6119				1		1279.64		19.67%		4.10%		0.0181196194		0.0004808514		0.0029517529

		47		1		$67.3885				1		1238.33		-5.90%		-3.23%		0.0146521409		0.0026382199		0.0062173603

		48		1		$77.8750		$0.92		1		1286.37		16.93%		3.88%		0.0114907657		0.0003886061		0.002113145

		49		1		$74.1875				1		1335.18		-4.74%		3.79%		0.0119730256		0.0003558088		-0.0020640028

		50		1		$71.2500				1		1301.84		-3.96%		-2.50%		0.0103358568		0.001940535		0.0044785144

		51		1		$91.5625				1		1372.71		28.51%		5.44%		0.0497369939		0.0012501348		0.0078852995

		52		1		$85.0625				1		1328.72		-7.10%		-3.20%		0.0177048459		0.0026139892		0.0068029608

		53		1		$83.6250				1		1320.41		-1.69%		-0.63%		0.0062361243		0.0006418737		0.002000701

		54		1		$89.8750				1		1282.71		7.47%		-2.86%		0.0001604939		0.002268886		-0.0006034421

		55		1		$115.5620				1		1362.93		28.58%		6.25%		0.0500588136		0.0018886308		0.0097233027

		56		1		$140.0000				1		1389.07		21.15%		1.92%		0.0223206893		0.0000000096		0.0000146683

				REGRESSION STATISTICS AND RISK PARAMETERS

				RISK AND PERFORMANCE MEASURES

				Intercept (Alpha) =				2.40%

				Slope (Beta)=				1.9934195155

				Rf(1- Beta) =				-0.40%

				Intercept-Rf(1-Beta)=				2.80%

				VARIANCE STATISTICS

				Variance of the stock=				0.020435931

				Variance of the market =				0.001732374

				Systematic variance=				0.0068839717

				Unsystematic variance=				0.0135519593

				R squared =				33.69%

				USING BETA

				In estimating expected returns:

				Riskfree Rate =				7.00%

				Historical return premium=				5.50%

				Expected return=				17.96%

				In forecasting prices:

				Current price=				$163.00

				Annualized DPS=				$0.92

				Predicted prices:

				- One year from now				$191.36

				- Two years from now				$224.66

				- Three years from now				$263.75

				- Four years from now				$309.64

				- Five years from now				$363.51
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Risk&RetWS (2)

		Current riskfree rate =				7.00%				Risk premium for stocks=				5.50%				Current stock price=		$163.00

		Number of periods of data=				110				Riskfree rate during period =				4.91%				Current Annual DPS =		$0.92

		Time period		Index		Price(Stock)		DPS(Stock)		Split Factor		Index Level		Return(Stock)		Return(Mkt)		(R(jt)-Rj)^2		(R(mt)-R(m))^2		(R(jt)-R(j))

		1		1		19.6536				1		983.79										(R(mt)-R(m))

		2		1		16.9248				1		953.39		-13.88%		-3.09%		0.026212217		0.0012189984		0.0056526676				REGRESSION STATISTICS AND RISK PARAMETERS

		3		1		16.9707				1		946.78		0.27%		-0.69%		0.0004139225		0.0001198239		0.0002227056				RISK AND PERFORMANCE MEASURES

		4		1		16.1889				1		936.46		-4.61%		-1.09%		0.0047782265		0.0002224082		0.0010308816				Intercept (Alpha) =				1.66%

		5		1		18.1205				1		975.04		11.93%		4.12%		0.0092658411		0.0013826832		0.0035793466				Slope (Beta)=				1.6191300101

		6		1		17.0167				1		927.69		-6.09%		-4.86%		0.0070512156		0.0027641689		0.0044148331				Rf(1- Beta) =				-0.25%

		7		1		18.1205				1		961.51		6.49%		3.65%		0.0017479597		0.0010525411		0.0013563921				Intercept-Rf(1-Beta)=				1.90%

		8		1		18.1512				1		957.59		0.17%		-0.41%		0.0004563722		0.0000654509		0.0001728293

		9		1		18.6418				1		980.28		2.70%		2.37%		0.0000157723		0.0003873672		0.0000781643				VARIANCE STATISTICS

		10		1		20.3434				1		1012.46		9.13%		3.28%		0.0046541944		0.0008302524		0.0019657457				Variance of the stock=				0.0037395166

		11		1		22.2904				1		1020.09		9.57%		0.75%		0.0052779692		0.0000124104		0.0002559335				Variance of the market =				0.0006615421

		12		1		23.7314				1		1034.21		6.46%		1.38%		0.0017296933		0.0000966026		0.0004087699				Systematic variance=				0.0017342869

		13		1		24.7126		$1.36		1		1049.34		9.87%		1.46%		0.0057149096		0.0001127052		0.0008025584				Unsystematic variance=				0.0020052297

		14		1		23.8694				1		1055.69		-3.41%		0.61%		0.003269247		0.0000041541		-0.000116537				R squared =				46.38%

		15		1		25.4485				1		1068.61		6.62%		1.22%		0.0018575021		0.0000676537		0.0003544953

		16		1		26.4296				1		1099.16		3.86%		2.86%		0.0002401039		0.0006039447		0.0003808011

		17		1		26.5827				1		1095.44		0.58%		-0.34%		0.0002980573		0.0000547253		0.0001277156				USING BETA

		18		1		28.4771				1		1122.7		7.13%		2.49%		0.0023239448		0.0004356288		0.0010061697				In estimating expected returns:

		19		1		28.6634				1		1110.67		0.65%		-1.07%		0.0002727447		0.0002169285		0.0002432408				Riskfree Rate =				7.00%

		20		1		31.1167				1		1122.72		8.56%		1.08%		0.003910364		0.0000467316		0.0004274782				Historical return premium=				5.50%

		21		1		32.6694				1		1107.9		4.99%		-1.32%		0.000720502		0.0002962991		-0.0004620433				Expected return=				15.91%

		22		1		34.0048				1		1121		4.09%		1.18%		0.0003175199		0.0000610104		0.0001391834

		23		1		33.539				1		1108.14		-1.37%		-1.15%		0.001350941		0.00023979		0.0005691592				In forecasting prices:

		24		1		32.1726				1		1108.73		-4.07%		0.05%		0.0040701482		0.0000121162		0.000222069				Current price=				$163.00

		25		1		33.1352				1		1110.47		2.99%		0.16%		0.0000470978		0.0000059726		-0.0000167719				Annualized DPS=				$0.92

		26		1		32.2657				1		1090.82		-2.62%		-1.77%		0.0024302986		0.0004712574		0.0010701852				Predicted prices:

		27		1		34.0979				1		1113.86		5.68%		2.11%		0.0011375561		0.0002926998		0.000577029				- One year from now				$188.01

		28		1		31.7999				1		1098.84		-6.74%		-1.35%		0.0081814309		0.0003061763		0.0015827065				- Two years from now				$216.85

		29		1		31.7378				1		1100.65		-0.20%		0.16%		0.0006254961		0.0000055983		0.000059175				- Three years from now				$250.11

		30		1		34.7811				1		1133.2		9.59%		2.96%		0.0053044611		0.0006533228		0.0018615921				- Four years from now				$288.48

		31		1		37.3587				1		1146.42		7.41%		1.17%		0.0026063201		0.0000585657		0.000390693				- Five years from now				$332.74

		32		1		38.5387				1		1164.33		3.16%		1.56%		0.000072737		0.0001347757		0.000099011

		33		1		42.0479				1		1186.75		9.11%		1.93%		0.0046239238		0.0002323324		0.0010364784

		34		1		45.7124				1		1140.8		8.72%		-3.87%		0.0041079798		0.0018260619		-0.002738873

		35		1		43.3522				1		1120.67		-5.16%		-1.76%		0.0055783851		0.0004691021		0.0016176626

		36		1		40.8368				1		1089.45		-5.80%		-2.79%		0.0065738874		0.0010157982		0.0025841329

		37		1		37.6692				1		1062.75		-7.76%		-2.45%		0.0101252649		0.0008134493		0.0028699112

		38		1		38.694				1		1081.24		2.72%		1.74%		0.0000172073		0.0001791584		0.0000555232

		39		1		34.7811				1		1027.14		-10.11%		-5.00%		0.0154209923		0.0029212294		0.0067117998

		40		1		36.0233				1		973.89		3.57%		-5.18%		0.0001602178		0.0031199191		-0.0007070124

		41		1		39.6878				1		1009.06		10.17%		3.61%		0.0061887714		0.0010303878		0.0025252395

		42		1		37.5139				1		1020.09		-5.48%		1.09%		0.0060578361		0.0000478547		-0.00053842

		43		1		40.402				1		1044.75		7.70%		2.42%		0.0029084859		0.0004064693		0.0010872949

		44		1		37.7934				1		1002.6		-6.46%		-4.03%		0.007677824		0.0019676175		0.0038867751

		45		1		34.2843				1		984.39		-9.28%		-1.82%		0.0134343464		0.0004917763		0.002570349

		46		1		39.3772				1		1056.42		14.85%		7.32%		0.0157482324		0.0047829623		0.0086788941

		47		1		42.4206				1		1070.67		7.73%		1.35%		0.0029410336		0.0000897889		0.0005138795

		48		1		46.2403				1		1098.67		9.00%		2.62%		0.0044871823		0.0004901174		0.0014829855

		49		1		44.967				1		1141.01		-2.75%		3.85%		0.0025597193		0.0011919239		-0.0017467085

		50		1		44.6254				1		1125.72		-0.76%		-1.34%		0.0009396533		0.0003032356		0.0005337943

		51		1		48.7557				1		1163.55		9.26%		3.36%		0.0048299484		0.0008756809		0.0020565732

		52		1		49.8116				1		1192.33		2.17%		2.47%		0.0000019604		0.0004293762		-0.0000290126

		53		1		54.0039				1		1176.74		8.42%		-1.31%		0.0037339486		0.0002920166		-0.0010442102

		54		1		53.8487				1		1166.46		-0.29%		-0.87%		0.0006724141		0.0001625435		0.0003306002

		55		1		58.0721				1		1188.03		7.84%		1.85%		0.0030662555		0.0002096297		0.0008017344

		56		1		61.426				1		1226.27		5.78%		3.22%		0.0012038808		0.0007938016		0.0009775697

		57		1		59.8422				1		1229.23		-2.58%		0.24%		0.0023854387		0.0000025582		0.0000781177

		58		1		66.8916				1		1275.09		11.78%		3.73%		0.008976185		0.001108534		0.0031544264

		59		1		68.8791				1		1243.26		2.97%		-2.50%		0.0000442913		0.00083962		-0.0001928415

		60		1		71.8293				1		1225.19		4.28%		-1.45%		0.0003910303		0.0003440143		-0.0003667697

		61		1		71.6119				1		1279.64		-0.30%		4.44%		0.0006803596		0.0016344905		-0.0010545337

		62		1		64.7799				1		1239.4		-9.54%		-3.14%		0.014032824		0.0012573831		0.0042005519

		63		1		66.3947				1		1230.13		2.49%		-0.75%		0.0000034984		0.0001320817		-0.0000214959

		64		1		64.5625				1		1239.22		-2.76%		0.74%		0.0025656919		0.0000113988		-0.000171014

		65		1		67.3885				1		1238.33		4.38%		-0.07%		0.0004290887		0.0000223866		-0.0000980094

		66		1		72.5125				1		1275.47		7.60%		3.00%		0.0028068412		0.0006748955		0.0013763446

		67		1		72.233				1		1294.59		-0.39%		1.50%		0.0007242337		0.0001205011		-0.0002954166

		68		1		75				1		1299.29		3.83%		0.36%		0.0002325475		0.0000001465		-0.0000058369

		69		1		75.25				1		1282.8		0.33%		-1.27%		0.0003890263		0.0002790504		0.0003294813

		70		1		79.5				1		1293.72		5.65%		0.85%		0.0011169848		0.0000202444		0.000150375

		71		1		84.5				1		1348.35		6.29%		4.22%		0.0015869068		0.0014602954		0.0015222854

		72		1		75.875				1		1319		-10.21%		-2.18%		0.0156570386		0.0006646393		0.0032258771

		73		1		79.1875				1		1356.85		4.37%		2.87%		0.0004243702		0.000609237		0.0005084703

		74		1		74.1875				1		1335.18		-6.31%		-1.60%		0.0074301575		0.000399363		0.001722594

		75		1		75.125				1		1345		1.26%		0.74%		0.0001085802		0.000011166		-0.0000348197

		76		1		77.25		0.92		1		1337.8		4.05%		-0.54%		0.0003053883		0.0000877297		-0.0001636815

		77		1		71.75				1		1330.29		-7.12%		-0.56%		0.0088839096		0.0000926781		0.0009073831

		78		1		71.25				1		1301.84		-0.70%		-2.14%		0.0009015441		0.0006451381		0.0007626404

		79		1		77.125				1		1327.75		8.25%		1.99%		0.003528248		0.0002524713		0.0009438121

		80		1		80.75				1		1293.64		4.70%		-2.57%		0.0005733409		0.0008822879		-0.0007112325

		81		1		86.125				1		1342.84		6.66%		3.80%		0.0018928055		0.00115729		0.0014800422

		82		1		85.25				1		1315.31		-1.02%		-2.05%		0.0011033515		0.0006009646		0.0008142943

		83		1		94.5625				1		1391.22		10.92%		5.77%		0.0074270706		0.002883623		0.0046278366

		84		1		94.4375				1		1403.28		-0.13%		0.87%		0.0005943337		0.0000216727		-0.0001134937

		85		1		98.125				1		1418.78		3.90%		1.10%		0.0002556771		0.0000494532		0.0001124458

		86		1		88.5625				1		1356.94		-9.75%		-4.36%		0.0145224943		0.0022657598		0.005736243

		87		1		85.0625				1		1328.72		-3.95%		-2.08%		0.0039159054		0.0006155384		0.0015525432

		88		1		81.6875				1		1300.29		-3.97%		-2.14%		0.0039355285		0.0006456572		0.0015940522

		89		1		85.7656				1		1327.68		4.99%		2.11%		0.0007217873		0.0002907461		0.0004581013

		90		1		83.875				1		1336.61		-2.20%		0.67%		0.0020340899		0.0000073591		-0.0001223481

		91		1		83.8125				1		1348.27		-0.07%		0.87%		0.0005665466		0.000022187		-0.0001121159

		92		1		87.625				1		1357.24		4.55%		0.67%		0.0005031659		0.0000069681		0.0000592124

		93		1		89.125				1		1351.66		1.71%		-0.41%		0.0000352679		0.0000660081		0.000048249

		94		1		86.625				1		1335.42		-2.81%		-1.20%		0.0026119841		0.0002569003		0.0008191578

		95		1		88.3125				1		1277.36		1.95%		-4.35%		0.0000127918		0.0022553203		0.0001698518

		96		1		89.25				1		1282.81		1.06%		0.43%		0.0001547877		0.0000000642		-0.0000031521

		97		1		99.5				1		1336.02		11.48%		4.15%		0.008425194		0.001403701		0.0034389611

		98		1		92.875				1		1247.41		-6.66%		-6.63%		0.0080353291		0.0049473093		0.0063050185

		99		1		105.125				1		1301.65		13.19%		4.35%		0.0118462826		0.0015577894		0.0042958135

		100		1		115.562				1		1362.93		9.93%		4.71%		0.0058102086		0.0018546333		0.0032826523

		101		1		115.875				1		1370.23		0.27%		0.54%		0.0004140647		0.0000018033		-0.0000273252

		102		1		122.25				1		1396.06		5.50%		1.89%		0.001021384		0.0002201542		0.0004741962

		103		1		133.5				1		1422		9.20%		1.86%		0.0047565101		0.0002122152		0.001004691

		105		1		146.75				1		1416.62		9.93%		-0.38%		0.0058055033		0.0000607879		-0.0005940574

		106		1		161				1		1433.3		9.71%		1.18%		0.0054829338		0.000060237		0.0005746961

		107		1		168				1		1417.04		4.35%		-1.13%		0.0004170245		0.0002358591		-0.0003136224

		108		1		168.5				1		1421.03		0.30%		0.28%		0.0004032422		0.0000014341		0.0000240474

		109		1		174				1		1458.34		3.26%		2.63%		0.0000918505		0.0004947221		0.0002131677
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Risk&RetWS

		Current riskfree rate =				7.00%				Risk premium for stocks=				5.50%				Current stock price=		$163.00

		Number of periods of data=				56				Riskfree rate during period =				4.91%				Current Annual DPS =		$0.92

		Time period		Index		Price(Stock)		DPS(Stock)		Split Factor		Index Level		Return(Stock)		Return(Mkt)		(R(jt)-Rj)^2		(R(mt)-R(m))^2		(R(jt)-R(j))

		1		1		$9.8288				1		514.71										(R(mt)-R(m))

		2		1		$11.1472				1		533.4		13.41%		3.63%		0.0051935976		0.0002968943		0.0012417527

		3		1		$14.3536				1		544.75		28.76%		2.13%		0.0508827015		0.000004829		0.0004956949

		4		1		$15.8219				1		562.06		10.23%		3.18%		0.0016180585		0.0001611619		0.0005106559

		5		1		$16.6010				1		561.88		4.92%		-0.03%		0.0001645556		0.0003764119		0.0002488789

		6		1		$16.7209				1		584.41		0.72%		4.01%		0.0030082307		0.0004416908		-0.0011526959

		7		1		$13.3647				1		581.5		-20.07%		-0.50%		0.0690578784		0.0005789061		0.0063228182

		8		1		$13.0051				1		605.37		-2.69%		4.10%		0.0079168173		0.0004825897		-0.0019546289

		9		1		$9.3493				1		615.93		-28.11%		1.74%		0.117769013		0.0000026805		0.0005618495

		10		1		$8.9597				1		636.02		-4.17%		3.26%		0.0107622709		0.0001832302		-0.0014042696

		11		1		$8.3604				1		640.43		-6.69%		0.69%		0.0166302165		0.000147558		0.0015664995

		12		1		$8.2106				1		645.5		-1.79%		0.79%		0.0063980161		0.0001246468		0.0008930241

		13		1		$8.9312		$0.66		1		654.17		16.81%		1.34%		0.0112526894		0.0000319184		-0.0005993063

		14		1		$10.6441				1		669.12		19.18%		2.29%		0.0168268999		0.0000142302		0.0004893371

		15		1		$9.0536				1		670.63		-14.94%		0.23%		0.0447302619		0.0002830602		0.0035582799

		16		1		$8.6254				1		639.95		-4.73%		-4.57%		0.0119609		0.0042028142		0.0070900946

		17		1		$10.3382				1		651.99		19.86%		1.88%		0.0186340249		0.0000000714		-0.0000364633

		18		1		$10.8276				1		687.33		4.73%		5.42%		0.0002169965		0.0012335688		-0.0005173781

		19		1		$11.3476				1		705.27		4.80%		2.61%		0.0001972446		0.0000492792		-0.0000985903

		20		1		$13.7333				1		757.02		21.02%		7.34%		0.0219539019		0.0029479542		0.0080448181

		21		1		$14.1003				1		740.74		2.67%		-2.15%		0.0012493702		0.0016472611		0.0014345866

		22		1		$16.3867				1		786.16		16.22%		6.13%		0.0100165632		0.0017838775		0.0042270937

		23		1		$14.3144				1		790.82		-12.65%		0.59%		0.0355443567		0.0001730156		0.0024798649

		24		1		$14.2879		$0.15		1		757.12		0.86%		-4.26%		0.0028560603		0.0038062833		0.0032971161

		25		1		$15.8516				1		801.34		10.94%		5.84%		0.0022441499		0.0015464123		0.0018628958

		26		1		$16.1889				1		848.28		2.13%		5.86%		0.001663921		0.0015599179		-0.0016110804

		27		1		$18.0899				1		885.14		11.74%		4.35%		0.0030643245		0.0005939723		0.0013491196

		28		1		$21.0026				1		954.31		16.10%		7.81%		0.0097896583		0.0034886438		0.0058440252

		29		1		$19.0097				1		899.47		-9.49%		-5.75%		0.024635829		0.0058593959		0.0120146192

		30		1		$23.0109				1		947.28		21.05%		5.32%		0.0220261872		0.0011609309		0.0050567659

		31		1		$21.6465				1		914.62		-5.93%		-3.45%		0.0147290835		0.0028685397		0.0065000739

		32		1		$20.3894				1		955.4		-5.81%		4.46%		0.0144345447		0.0006505425		-0.0030643572

		33		1		$17.0474				1		970.43		-16.39%		1.57%		0.0510662798		0.0000112189		0.0007569052

		34		1		$18.6418				1		980.28		9.35%		1.02%		0.0009895845		0.0000797618		-0.0002809467

		35		1		$24.7126				1		1049.34		32.57%		7.04%		0.0694772902		0.0026386891		0.0135399028

		36		1		$26.8156		$1.36		1		1101.75		14.01%		4.99%		0.006093543		0.0009526231		0.0024093256

		37		1		$33.2284				1		1111.75		23.91%		0.91%		0.0313554076		0.0001000924		-0.0017715636

		38		1		$32.2657				1		1090.82		-2.90%		-1.88%		0.008288646		0.0014369606		0.003451153

		39		1		$36.1475				1		1133.84		12.03%		3.94%		0.0033916095		0.0004144129		0.0011855491

		40		1		$43.3522				1		1120.67		19.93%		-1.16%		0.01883595		0.0009422741		-0.004212912

		41		1		$33.1974				1		957.28		-23.42%		-14.58%		0.0877992313		0.0271846884		0.0488548334

		42		1		$38.8803				1		1017.01		17.12%		6.24%		0.0119061479		0.0018761416		0.004726269

		43		1		$46.2403				1		1098.67		18.93%		8.03%		0.0161872577		0.0037470446		0.007788092

		44		1		$48.6936				1		1163.63		5.31%		5.91%		0.0000812584		0.0016035978		-0.000360979

		45		1		$59.8422				1		1229.23		22.90%		5.64%		0.0278503751		0.0013908589		0.0062238205

		46		1		$71.6119				1		1279.64		19.67%		4.10%		0.0181196194		0.0004808514		0.0029517529

		47		1		$67.3885				1		1238.33		-5.90%		-3.23%		0.0146521409		0.0026382199		0.0062173603

		48		1		$77.8750		$0.92		1		1286.37		16.93%		3.88%		0.0114907657		0.0003886061		0.002113145

		49		1		$74.1875				1		1335.18		-4.74%		3.79%		0.0119730256		0.0003558088		-0.0020640028

		50		1		$71.2500				1		1301.84		-3.96%		-2.50%		0.0103358568		0.001940535		0.0044785144

		51		1		$91.5625				1		1372.71		28.51%		5.44%		0.0497369939		0.0012501348		0.0078852995

		52		1		$85.0625				1		1328.72		-7.10%		-3.20%		0.0177048459		0.0026139892		0.0068029608

		53		1		$83.6250				1		1320.41		-1.69%		-0.63%		0.0062361243		0.0006418737		0.002000701

		54		1		$89.8750				1		1282.71		7.47%		-2.86%		0.0001604939		0.002268886		-0.0006034421

		55		1		$115.5620				1		1362.93		28.58%		6.25%		0.0500588136		0.0018886308		0.0097233027

		56		1		$140.0000				1		1389.07		21.15%		1.92%		0.0223206893		0.0000000096		0.0000146683

				REGRESSION STATISTICS AND RISK PARAMETERS

				RISK AND PERFORMANCE MEASURES

				Intercept (Alpha) =				2.40%

				Slope (Beta)=				1.9934195155

				Rf(1- Beta) =				-0.40%

				Intercept-Rf(1-Beta)=				2.80%

				VARIANCE STATISTICS

				Variance of the stock=				0.020435931

				Variance of the market =				0.001732374

				Systematic variance=				0.0068839717

				Unsystematic variance=				0.0135519593

				R squared =				33.69%

				USING BETA

				In estimating expected returns:

				Riskfree Rate =				7.00%

				Historical return premium=				5.50%

				Expected return=				17.96%

				In forecasting prices:

				Current price=				$163.00

				Annualized DPS=				$0.92

				Predicted prices:

				- One year from now				$191.36

				- Two years from now				$224.66

				- Three years from now				$263.75

				- Four years from now				$309.64

				- Five years from now				$363.51
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