Instructions:
· The data for this homework is provided in “Excel Homework3_Data”. Fill in your answers in the bordered cells in the “Excel Homework3_Answer Sheet.xlsx.” 
· Please name your file as “Excel Homework3_First Name_Last Name” and upload your excel file as "xlsx" or "xls" onto the online assignment.

Excel Homework 3
Write down the last digit of your student ID: 6
If the last digit of your ID is an odd number, please use Bank of America and Proctor and Gamble (P&G) for the following questions.
If the last digit of your ID is an even number, please use Apple and Coca-Cola for the following questions.

1. Calculate the (monthly) excess return of S&P500 and the excess return of both stocks. The excess return is calculated as the difference between the return of the risky asset and the T-bills. [1pt]
2. Calculate the correlation for the following: [2pt]
· [bookmark: _GoBack]between S&P500 and stock 1;
· between S&P500 and stock 2;
· between stock 1 and stock 2.
3. Estimate the α and the β in the CAPM model for both stocks by running the following regression:

For this question, please use the full sample period: Jan. 2008 to Dec. 2013. [2pt]
4. Which stock will have a higher beta? Why is the beta of the tech/banking stock higher than the consumer-staples stock?  [1pt]
Hint: for this question, you may refer to the results of correlation between the S&P and the stocks in #2.
5. Estimate the CAPM for two sub-periods: [3pt]
· the 1st sub-period is for the recession period (from Jan. 2008 to Jun. 2009)
· the 2nd sub-period is for the normal period (from Jul. 2009 to Dec. 2013)
Report the α and the β for each stock in each sub-period.
Note: the last column is a recession indicator constructed by the NBER.
6. Do the β’s of these stocks change a lot over the two sub-periods? What does this finding say about the performance of the stocks in the cyclical sector during the recession? [1pt]
