Recall that the beta estimates the tendency of a stock to move with the market.  Hence we have to ask ourselves what we think the nature of Groupon’s business is – is it cyclical or countercyclical?  When would a company want to avail itself of Groupon's services? Would it be when the economy is doing well or when it's doing badly? My guess is that it would be when the economy is doing badly. If that is correct, then Groupon's sales would be high when the market is doing badly and low when the market is doing well. This suggests a low beta or maybe even a negative beta.       
As far as Groupon's costs are concerned (office costs, internet costs, personnel costs), they are probably going to move in sync with the economy. Hence that will reinforce the low beta.  Although Groupon may be a "tech" firm, does it make sense to classify it with tech firms like Google or Microsoft? Are the products that all the tech firms sell the same?
Here's what one of the students in a previous term, Philipp Zahn, said -- right on the ball, it seems to me: "The article (the 2010 NY Times article referenced above) states that many believe, that only “desperate” businesses cooperate with Groupon. If this is really the case, Groupon might be able to find more partners in a bad economic situation."             
In bad economic times, consumers are more motivated to look for goods and services that can be purchased below market price. Therefore, more customers might be willing to purchase coupons at Groupon. Groupon would profit from a general bad economy, and return on assets would change in opposition to the companies of the benchmark. This would also cause the beta to be negative. However, consumers spend less in bad economic times. It is uncertain, if this decrease in spending has a stronger effect on Groupon, than the fact, that consumers are more interested in low price goods and services in bad economic times.
  All of this is from a purely theoretical point of view.  However, since that article was published, Groupon has gone public.  Hence there is now data on Groupon returns.  It is, therefore, possible to see which effect is stronger.  According to Yahoo, Groupon's beta is 0.72 (http://finance.yahoo.com/q/ks?s=GRPN+Key+Statistics)
However, according to Nasdaq (May 2, 2014), Groupon's beta is 1.76 (http://www.nasdaq.com/symbol/grpn); Google declines to provide a beta.  Unfortunately, therefore, we need to run a regression, ourselves, to see what the actual measured beta is.  It is possible that the measured beta is not stable, especially since Groupon has only been trading for about 2.5 years.
I regressed daily Groupon returns (capital gains plus dividends, 16th March 2015 to 15th March 2016) on daily S&P 500 returns (again capital gains plus dividends) and found the following:
	 
	 
	 
	 
	 
	 
	 

	Regression Statistics
	 
	 
	 
	 
	 

	Multiple R
	0.343974
	 
	 
	 
	 
	 

	R Square
	0.118318
	 
	 
	 
	 
	 

	Adjusted R Square
	0.114806
	 
	 
	 
	 
	 

	Standard Error
	4.443285
	 
	 
	 
	 
	 

	Observations
	253
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 

	ANOVA
	 
	 
	 
	 
	 
	 

	 
	df
	SS
	MS
	F
	Significance F
	 

	Regression
	1
	665.0005
	665.0005
	33.68322
	1.95E-08
	 

	Residual
	251
	4955.438
	19.74278
	 
	 
	 

	Total
	252
	5620.439
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 

	 
	Coefficients
	Standard Error
	t Stat
	P-value
	Lower 95%
	Upper 95%

	Intercept
	-0.15815
	0.279347
	-0.56614
	0.571802
	-0.70831
	0.392013

	SP_Ret
	1.540367
	0.26541
	5.803725
	1.95E-08
	1.017652
	2.063082




 I could simply have computed the ratio of the Covariance between the returns on Groupon and the S&P to the variance of S&P returns and I would have got the same answer much more easily.  But if I did that, I would not know how much reliance to place on my computed estimate.  With a regression, I can say (assuming that the returns are normally distributed), that the true underlying beta is between 1.018 and 2.063 with a probability of 95%.  This gives me quite a bit of certainty that the true beta is greater than one!
 Now I went ahead and regressed weekly Groupon returns on S&P weekly returns from Nov. 7, 2011 to April 18, 2016 and found the following:
	Regression Statistics
	 
	 
	 
	 
	 

	Multiple R
	0.363181
	 
	 
	 
	 
	 

	R Square
	0.131901
	 
	 
	 
	 
	 

	Adjusted R Square
	0.128143
	 
	 
	 
	 
	 

	Standard Error
	0.089594
	 
	 
	 
	 
	 

	Observations
	233
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 

	ANOVA
	 
	 
	 
	 
	 
	 

	 
	df
	SS
	MS
	F
	Significance F
	 

	Regression
	1
	0.281739
	0.281739
	35.0986
	1.13E-08
	 

	Residual
	231
	1.854255
	0.008027
	 
	 
	 

	Total
	232
	2.135994
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 

	 
	Coefficients
	Standard Error
	t Stat
	P-value
	Lower 95%
	Upper 95%

	Intercept
	-0.00734
	0.005921
	-1.23929
	0.216495
	-0.019
	0.004328

	Return
	1.935643
	0.326724
	5.924407
	1.13E-08
	1.291904
	2.579382




This suggests a higher beta; on the other hand, this is for the period Nov. 4, 2011 to April 18, 2016.  Perhaps the beta has been decreasing over time, so that a beta computed using only the last year would have a lower beta.  So I repeated the regression using the same time period as the daily regression (of course now I would have much fewer data observations).  My results were as follows:
	Regression Statistics
	 
	 
	 
	 
	 

	Multiple R
	0.406737
	 
	 
	 
	 
	 

	R Square
	0.165435
	 
	 
	 
	 
	 

	Adjusted R Square
	0.149071
	 
	 
	 
	 
	 

	Standard Error
	0.087252
	 
	 
	 
	 
	 

	Observations
	53
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 

	ANOVA
	 
	 
	 
	 
	 
	 

	 
	df
	SS
	MS
	F
	Significance F
	 

	Regression
	1
	0.076964
	0.076964
	10.10971
	0.002508
	 

	Residual
	51
	0.388259
	0.007613
	 
	 
	 

	Total
	52
	0.465224
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 

	 
	Coefficients
	Standard Error
	t Stat
	P-value
	Lower 95%
	Upper 95%

	Intercept
	-0.0084
	0.011985
	-0.70049
	0.486802
	-0.03246
	0.015666

	X Variable 1
	1.830913
	0.575835
	3.179576
	0.002508
	0.674875
	2.986951




 Not surprisingly, the range for the 95% confidence interval is much larger (since we have fewer observations), but the center of the range is more or less the same.  What we do note, though, is that the ranges in all three regressions overlap quite a bit.  Hence it is difficult to say that the beta has been drifting.
 It is also common for betas measured using daily data to be lower (particularly for less liquid stocks) because the closing price for the stock may be from a time a few minutes before the actual close, at which time the S&P would probably be trading and for which time we’d be measuring the S&P close.  So this introduces a bit of noise.
 Using monthly data, I got for the period 4th November 2011 to 4th January 2016:
	Regression Statistics
	 
	 
	 
	 
	 

	Multiple R
	0.161516
	 
	 
	 
	 
	 

	R Square
	0.026087
	 
	 
	 
	 
	 

	Adjusted R Square
	0.006991
	 
	 
	 
	 
	 

	Standard Error
	0.195379
	 
	 
	 
	 
	 

	Observations
	53
	 
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 

	ANOVA
	 
	 
	 
	 
	 
	 

	 
	df
	SS
	MS
	F
	Significance F
	 

	Regression
	1
	0.052148
	0.052148
	1.3661
	0.247917
	 

	Residual
	51
	1.946812
	0.038173
	 
	 
	 

	Total
	52
	1.99896
	 
	 
	 
	 

	 
	 
	 
	 
	 
	 
	 

	 
	Coefficients
	Standard Error
	t Stat
	P-value
	Lower 95%
	Upper 95%

	Intercept
	-0.0173
	0.028323
	-0.61074
	0.544082
	-0.07416
	0.039563

	SP_Ret
	1.019712
	0.872441
	1.168803
	0.247917
	-0.73179
	2.77121




 This estimate is even lower, but the range is even greater (with fewer observations), but again a big overlap with the other beta estimate ranges.
So the conclusion from the historical regression estimates is that the beta (for the past) is around 1 to 1.5, with a fair degree of stability.  However, we’d still have to figure out if the future is likely to be similar to the past.  If we believe the Groupon business is going to remain “techy” in the future, we’d stick with this “high” beta estimate.  On the other hand, if we believe the Groupon coupon business is likely to be countercyclical in the future, we would go with a lower beta estimate.
Ultimately, we see that the final estimate still depends on our evaluation of Groupon’s business.  Data helps us come up with estimates, but in the final analysis, we have to apply economic analysis and our own common sense.

