
RECITATION 
Simple Linear Regression 

 
First: 
Collect homework due today. 
Hand out homework solutions. 
Review one or more homework problems, as needed. 
 
Then: 
Explain difficult concepts from the lecture. 
 
You may wish to go over some regression w/ MS Excel problems in: 
http://cisnet.baruch.cuny.edu/friedman/stat/n_regressionxlsprobs.doc  
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http://cisnet.baruch.cuny.edu/friedman/stat/n_regressionxlsprobs.doc


Measuring a Stock’s Beta: 
 
Dependent variable:  Quarterly returns on a specific stock, say GE. 
Independent variable:  Quarterly returns on the S&P500 which is a 
surrogate for the entire stock market. 
 
[Return = difference in Price + Dividend] 
 
Return    
on  
GE 
 
 
 
 
 
 
 
 
 
  Return on S&P500 
 
 
 
Ŷ =  b0 + b1X  

 
b1 = the slope of the line = the beta of the stock 
 
if the beta = 1, GE is just as volatile as the S&P500 
if the beta = 2, GE is 2 times as volatile as the S&P500 
 
We have two rates of change and 

PS
GE
&Δ

Δ .  Do they change together (say, 

beta of 1.0) or differently? 
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