


[bookmark: _GoBack]Investment Finance Questions
Question 1
NO
Question 2
	
	Regression Results

	Alpha from CAPM (monthly)
	0.3847

	Beta from CAPM
	1.143

	R-squared
	0.903

	
	

	Alpha from 3-Factor Model (Monthly)
	0.3163

	Beta on Market Factor
	1.127

	Beta on Size Factor
	0.144

	Beta on Value Factor
	0.124

	R-squared
	0.912



Question 3
Based on my CAPM regression results from Question 2, the strategy of investing in firms in the Fortune list outperformed its benchmark by 0.3847 per month. 
Question 4
Based on the 3-Factor Model Regression results from question 2, the firms in the Fortune list are biased towards large capitalization firms because the beta on size factor is less than 0.5. On the other hand, the portfolio is tilted towards high value stocks because the beta on value factor is less than 0.5.
Question 5
	
	Regression Results

	Strategy
	13-24 Months
	25-36 Months

	Alpha from CAPM (monthly)
	0.3831
	0.3934



Question 6
YES
Question 7
Stocks of companies are outperforming their benchmark a year after they are dropped from the Fortune risk by 0.4091 per month. 
Question 8
A different portfolio strategy based on publicly observable information would be to invest equally in all the publicly traded members that are dropped from the most recent fortune list released in the past January. This strategy has the potential to earn higher Alpha because most investors pursuing the employee satisfaction strategy will shun the dropped group, resulting in a better book value to price ratio and lower capitalization. This increases yield over the long term because despite this companies not being in the high employee satisfaction list, it is unlikely that they would move from good to bad in such a short period. Therefore, they have lower prices and higher growth because the market discounts their performance. My portfolio would have lower trading costs because of lower capitalization, since trading costs are a proportion of market capitalization or rather the total portfolio. 



