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pr vailing c nditions during the period f tudy. 

There ults from the study indicated that indu trial c1 ificati nat th may ha n t tak n 

risk into consideration while ubdividing the market given the fact that all th indu trial cia s 

wer not significantly different from th mark t. 

The r search not d that the c nclu i ns drawn from the tudy were ubj ct t limitation uch 

as unique factors aft! cting risk change in management strik 

which wer not mpirically te ted. 
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1.1 

Ri r hin d in th h rt ll i 

nd . ru nt in 

ri kin 

oint VI and fr m m 

t k n liz th ir dr am 

Id lly t an r tnary p r 

v n g n ral Io . hi in ff; t iv s th simpl t und r tanding 

and minimizin 

ry 

7 . Ri k n d t 

hazard r 

h wev r 

a c mplicat d outfit that n ds a I s r lo k in ord r that th d ci i n und rtak n cann t b 

r grett d later on in life. 

Indu trial cla sification on the other hand is a r strict d form of mark t gmentation wh r 

vanou industries ar gr up d tog th r ampb 11 (1988 . Ace rding to inv opia.com 

indu tri s are compani p rforrning di tinct a tiviti such as agri ultur 

construction manuf: cturing finance communic ti n amon many 

tandard Industrial la sifi ation bsite and 

int nd d to harmoniz th d ta coil ted and an lyz d by v ri u a nci . 

Apart fr m the tring nt ligibility r quirem nt £ r indu trial cia ific ti n and gmentati n 

ri k al o n d to b c nsider . It is n t I ar wh th r ri k c nsid rati n w r in rp rat d 

int th d rud nt 

aim at m imizing r tum and minimizing ri k tm nt ntail acrific 

f th curr nt shilling held again tan p c d shilling in futur . articular s gment t 

inve t din must th n pr mi . Inv r th r for are very k n 

on th ri k and it ef ct on th 

In ev ry day lit"; th r i pr umpti n that in t rs tend t e ri k a er . This m an th y 

tend t avoid risk wh r they can. urth r ri k aver ion m ans that inv tor pr fi r inve tm nt 

1 



ith r I n . lh r h d th r n in ' I 10 th hi h t 

r tum . th n 

n 

.. 1 

h air bi i sm II and m h t p ul ti . It w 

ub-

1 95 ar lie n d to op rate and th r ar ab ut 

ppr imat capitalizati n f 1.9 billi n 

m ani li t d with n 

Lik many emerging m rkets 

4% in the 1996). For ign inv 

u D rs fr m th lack f liquidity in th mark t a craging 

nd for ign wn r hip f th compani s is by 

application. For ign inv stm nt in th l cal subsidiari s of r tgn ntr 11 d omp ni 

banned o a to nc urage input into Kenyan ompani . 

ttracting for ign in e t r thr ugh th 

h change was p n d to for ign in t rs for th fir t tim in January 1995 but with 

a rna imum limit o 20% har holding for institutions nd 2.5% for indi idu I . iling on 

foreign inv stm nt ha rec ntly be n increa d t 40% fi r th in tituti n and 5% fi r 

individuals but few r than 20 f th 58 list d c mpani ar av ilabl inc 1 95 

the K nyan Goverrun nt ha op n d trad in th 

r m d exchange control · and intr due d a fa with n n r id nt p ying 

I 0% withholding ta on divid nd (I cal 5% bu tamp duty r valu add d 

tax an th intr ducti n f depo itory y t m is p ct d to p d u learin and ettlcm nt. 

rading takes plac on Mondays thr ugh rid ys b tw n 10. 0 am and 12. 0 n n. The 2 

m mb r r k rag commission hav dr pped from a fix d 2.5% t a sliding cal b tw n 

1.1% and 2%. 

2 



1.1.2 

In n 

'u ti 

. inc th firm 

iati n did n t ari . 

s c n titut d in 1954 a a luntary 

un till I riti h 

d in oth r 

the ocieti Act. his was mad pos ibl aft r cl ran was t in d r m the L nd n t k 

xchange which r cognized th as an 

b cau an exchang not recogniz d by th 1 ading sto k little lu nd 

cr dibility. Th busin f d aling in har s th n confin d t id nt urop an 

community sin frican and ians r not p rmitt d t tr d in until aft r th 

attainm nt of ind p ndence in 1963. hi partly e plain hy it wa di ficult to con inc th 

local p ople wh had hith rt be n barr d fr m h lding qu t d purely n raci 1 

rounds that thi in titution a vital hicl r handing ov r ec n mic p er fr m fi r ign 

dominanc to local control. 

At th dawn of ind pend nee tock mark t acti it lump d du t unc rtainty ab ut th futur 

of indep nd nt K nya. H w er wth nfid nc in th 

mar t was rekindl d and th chang handl d a numb r highly r-sub rib d publi 

h growth wa h w ver halt d wh n th 

pressur s on th con tny which d pr 

1975 u pended inc 1985 inflicted furth r lo 

r gi nal charact r following the nationalizati n 

f 1972 intr uc d inflati nary 

35% capital gain tax intr du d in 

change. t th am tim it I tit 

xchang contr l an 

restrictions introduc d in neighbouring anzania and Ugand . r in tan 

compulsorily acquir d a numb r f compani s hich ere ither qu t d r " er ub idi ri 

of compani s quoted on the 

3 



In th I 

p rti ul r it 

d m nd 

nt rpri 

In 1 

th mm nt r li7 th 

blu print for structural re~ rm in th 

d i nt r nn 

t rn . In 

th 

apital Mark ts i t in th cr ati n f n 

nvironm nt c nduci t th r wth and d v 1 pm nt th untr 

In 1991 th as r gi t red und r th mpanie all r 

trading yst m in favour f the floor- ased p n outcry yst m . qu ntly th t ck 

exchange mbarked on an e t nsiv mod mizati n ex rcis in ludin spacJ u 

pr mis s at the ation ntre in July 1 94. Th facilities includ am n c ntr . 

omputerization has also b n enhanced and with incr asing trading v lum lectr ni 

trading has become feasi bl . In 1995 th Kenyan Government al d ntr 1 r locally 

c ntroll d cornparu s subj ct to an aggr gate limit of 20 Vo and an indi 2.5%. 

h se were doubled to 40% and 5% re pecti ly inJun 1995 budg t t h I 

portfoli inv stments. A seri s f incentiv s ar in plac 

favourabl tax r gime ex mpt list d s curiti s fr m 

added tax. Withholding tax in dividend is low at 5% 

nc urag inv tm nt in th 

Th ntire xchang ontr 1 ct wa r p aled in cemb r 19 5. 

lu 

and 1 0% for n n r sid nt . 

The numb r of tock broker ha grown teadily to 20 fr m th rigin I i f h m till 

high t 

liding cal [! r 

i p i d t pl y 

urvive at its inc ption in 1954. ommi si n rat which w r 

hav al o come down c n id rably from 2.5% to b tw n 2% and 1% n 

equitie and 0.05% for all fi d inter t s curitie ~ r 

an in r asing imp rtant r I pn tizati n f tat -

owned nt rpris . In the la t 10 years 9 public nt rpri hav b n ucc fully pri atiz d 

thr ugh th wher go rnm nt ha raised about K h 17 billion. h privatiz ti n 

tarted in 1988 when th govemm nt float d 7.5 milli n hares 20 Yo quity f th n a 

4 



mm r i l n d 2. im h pr d 

hi hl irw 

In 

th airlin . nya t r than 5 n1illi n in a and h If 

1 95/ in th ~rm n p rt oli JOV tn1 n 

In 1 th overnm nt pand th c pe o fi r ign in stm nt by intr du in inc nti [i r 

capital mark ts growth including th s tting up tax fr nture apit 1 und r m val f 

capital gains tax on in uranc comparue inv tm nt all wan e b n fici I wn rship b 

fi reign rs in local stockbr kers and fund manager and en is g d lie n ing o dealing firm t 

improve market liquidity. 

In 1999 Kenya adopts th International ccounting tandards I 

tandard with effect from 1st January 1999. 

as th 1 cal Accounting 

In 2000 the Central Dep itory ystem (CD Act and the amend d M Act which cover 

Collective Investment chem s ( I ) ar passed by Parliam nt and r c iv pr sid ntial a sent 

paving the way for the full implementati n of th D and fi r th intr ducti n of collectiv 

investment schemes in th Kenyan market. TheN was appointed as th ati naJ Numb ring 

A i responsibl for issuing th I IN for financial ecuritie 

i sued und r Kenyan jurisdiction in accordance with th I 6166 guid lin i sued by A 

In Decemb r 2000 CFC Bank became th fir t lie nsed curiti Deal r nth 

xchange and wa also licens d a an inv stm nt advi or. 

ln March 2001 frican Lak s rp ration plc ent t th market t r 1 up to £ .4 milli n 

(n t of xp nse . Qualifying bar holders w re in ited to ubs rib fi r up to 34 903 956 n w 

ordinary har s (29 p nc p r bar ) r 4 new rdinary har for ev ry 11 xisting ordinary 

shares. In the arne month ast A rican Brew ri s td became the fir t c mpany n th Nair bi 

tock xchange to cross list on the Uganda ecuritie change . In June 20 1 

afaricom Ltd. Kenya s first c llular phone op rator fer m dium term floating r t ecured 

notes with a 5 year maturity and worth Kshs.4.0 billion. In July 20 1 th 
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nt ill i n n ti m 

plu In 

g har th 

fficial li t. In em r 2 

mp y ar admitt d t th fficialli t f th In tm nt 

nl li t dIn stm nt mpan. 

In March 2002 K nya irwa s cam nd mpany Ii t 

chang to cro gand 

announced the appr val of th new tr ing and 

block trade was r vised upward from shs. 3. 

million. The block trade rule now apply to trad lu 

than Kshs. 200.0 million. Lastly the br kerag commissions r gim 

n rh 

ill r t 

r 
If k 

m n i n 

n th lf t k 

al 

unt r 

h . 50. - 20 .0 

.0 milli n but 1 

lib raliz d. part of 

measures aimed at mobilizing dom tic avings through in stm nt in financial a ts th 

M gave approval to African Allianc Ltd. and Old Mutual t . t 

investment schemes I in the form f unit trusts. 1 n July 2002 

r gulations were am nded providing for a 25o/o minimum rc r 

Kenyan citiz ns wrule th balance of the 75% b m s a fr 

Within this 75% share holding availabl to all clas 

amount to b h ld by a single for ign inve tor. dditi n lly th 

investor hav b en defined: reign in titutional for ign indi 

a t African individual Local in tituti nal L cal indi idual 

body corporate r gist r d in either Uganda r Tanzania r 

The signing of the shar hold r 

llective 

ital fi r 

s f inv stor . 

nal 

a 

anda r Tanzani 

and ttl m nt 

orporation CD took plac in ugu t 2002. Th ir bi 

tock xchange 20% the As ociati n of Keny t ckbrok r t r 

ompensation Fund (7% and 9 institutional in hall ng 

Fund (50% · who coli ctively ha e inv sted tn ntral D p it ry and ttl m nt 

orporation D C). The D C b ing th 1 gal entity that own and run the c1 aring 

ettlem nt depository and registry syst m for uriti traded inK nya s capital mark t . h 
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b m th 1n n . r tin tl unr 

npJ 

pro id d in th th 

anu 1. In Mar h 2 3. th 

c mm nc d th am 

market automation. h fir t D ducati n W r ith th th m 

gulat ry rame ork kick d f . 

or the year nding 31 'Dec mb r 2003 the ' han r c rd d an uit tum r 

sh . 15.25 billion more than th combin d quity tum v r r co d d in th pr 

the numb r o shar s traded wa 381.2 million. 1 h nd m ket r c rd d a tum ver 

42 billion a 24.85 % increase over the pre iou y · turnov r f K h . 3.62 billi n. 

In 2004 Kenya Commerci l ank right i sue b gan to trading 

having been over ub cribed by 12.25%. The 

diluting its owner hip fr m 35o/o to 25%. otably K · 

harehold rs approved the recomm ndation f their 

proportion of Ten 1 0) shar s or ev ry on h l har 

r p ctively. In the same year Kenya Airways b cam th fir t c mp n 

three a t African stock x hang . Whil eel br ting it sil er ju ile 

ir bi t k 

r nounced it 

a t ncan 

rdin y har 

nd 

ch ng 

right 

r weri s 

in th 

dubbed h exchange and he entral D po itory and ttl m nt rp rati n ( D hich 

manages th Central D po it ry yst m w r b th launch d. 

F r the year nding 31 to c mb r 2004 the exch ng rec rd d an equity turn r 

K h . 22.32 billion· an increa e of 46.37% over the orr p nding p ri d r 2 3. h num r 

of shares traded was 625.3 million. The bond mark t r c rd datum v r 

18.75 % d rease com par d to the pre iou y ar s tumo r. hi c u d y a harp ri in 

hort t rm int r st rates in th third quart r of 2003 cau ing huge capital 1 c in th b nd 

portfolio of institutional in e tors. 
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In 2 5 a t fri n r w ri Ltd ith prim • Ji tin n h 1r 

r Ji ting 

chan urth r 

thi Ri r Mining 

00.0 milli n ach. 

c uriti 

curiti 

4- year f1 ating rat medium t rm n te t fund in 

or the y ar ending 31 t D mb r 2005 th 

K hs. 36.52 billion (a 63.61% increa us 

rd d an quity tum 

k 

h . 

illi n 

ding 

billion the numb r of share trad d wa 74.199 million ( 39.80% incr 

years p rformance of 625.33 million shar s. nd mark t 

recording a decline of 60.16% in th valu f tran acti n fr m 

2004 to Kshs. 13.59 billion recorded for 2005. 

Ther w re several IPOs which were gen rally ov r ub ri d an th y in lud · K ny 

Electricity Generating ompany (K ng n) n Gr up dy frica and the 

introduction of Equity Bank hare in 2006. Durin th am 

(AT was implemented in the Th 1s urc fr m Millennium In~ rmati n 

echnologies (MIT) of olombo n anka who ar al th uppli r th ntr 1 

Depository yst m ( D ). MIT hav al uppli d simil luti ns t th tock 

xchang and th tock xchang of Mauritiu . 

To ensure that th re were no ignificant d partur s from th rail trading principl s in ur 

mark t the E T elution was cu tomiz d t uph ld th pirit th rading 

Rules in an automated environment. rading h ur aJ incr 10:00 am - 12: 

pm) to three hour (I 0:00 am - 1:00 pm . ther inno ati ns includ d th rm al f th bl ck 

trad board and introduction of th functi nality fi r th trading fright in the an1e mann r 

quities. Besides trading equities th is al o fully c pabl f trading imm biliz d 

corporate bonds and treasury bonds. Th anticipated b nefit of the n st n1 includ great r 
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tran p r n in th pl m nt 

u nd tr 

n pri lum m 

r ily id r 

m mg pr s andl 

information ending t it st 

In 2007 the K nya R 

id . ) h 

p rti ip tin 

n h an pp rtunit 

in th 

ill · ] m rk t 

t tn 

it r nu tr m thr ugh 

r th g rnm nt 

c ntinu d to reduce its stak in th para t tal. In th pip lin i th li ting o th 

shares which has b n delay d by contr ver i ran ing r m wn r hip i su t c urt 

injunctions. 

N E handbook 2005 identifi s th key gm nt as MIM and I M . he IM i 

further classified into various sectors according to th nature of industry gricultural 

Commercial and ervices, inane and In stment and la tly ut n t th I a t Indu trial and 

Hied. 

MIM is the major segm nt with 40 quot d firm pp ndix II . r purp f li ting 

requirements they include but n t limit d to th fact th company mu t h v a minimum 

authorized issued and fully paid up shar capital f Ksh 50 milli n and n t a et of sh l 00 

million b fore th public of~ ring f shar s. 

AIM is a small r segment c mpared to MIM with nly 9 mpani pp ndi II . 

The minimum ligibility conditions and li ting r uir ment ~ r thi 

limited t th fact that the company mu t hav a minimum auth riz d 

share capital of Kshs 10 milli n and n t as t f shs 20 milli n b [i r 

shares 2005). 

gm nt inc I ud but n t 

u d and ully paid u 

th public offi ring f 

FISM is still underdevel p d at with only th 4% and 7% Power and ighting pre[! r nc 

shares. It is a d bt apital market wh re c n1panie int nding to li t th ir mrn rcial pa r 



r rat nd mu t · ti li 'i iii r uir m nt nd n iti n il r t t 

.1. ar t m ntati n th 

uriti t b . n1 ·nt i it h · im n tr bl 

nd 199 

a ces t dif er nt ts f a t . a gl b 1 

ince alm st all individual inv tor and in tituti n 

ecuriti s. 

t i 

n nl in t in p rti n th 

n Jlman 2000 s market gm ntati n as havin it r ts in tnicr 

rid 

influenced by other disciplin s such as motivati n 1 r r. In thi pa r 

market egmentation i divid d into four ra 1 pm nt and 

blossoming, stilln s and stagnati n and th ra o re- m rg n . Mark t gm ntati n th ry 

em rged in the mid 1950s and flourished during th en mid 1 50 and lat 1 70 . 

During the 1980s the theory lost int r t in th ci ntifi c mmuni 

contributions made. Ho th d wn f th ne mill nnium th mark t 

segmentation theory regain n w attenti n. 

harpe et a1 (2004 put it clearl that thi th ry urn that th r i 01 rk t m nt ti nan 

it xplains the term tructur of inter 

investor and borrower ar th ught t b r 

art u 

c rtain 

maturiti . Thi cr ates a situati n wh r th r i a m rk t r h rt t rm curiti 

intermedi te t rm securities and one for long t rm curiti . urth r iv n th th ry p t 

rat s ar det rmin d by upply and d mand c nditi n in a h m rk t. In th ir argum n 

e p cially on the mo t re trictive form f the th and r will n t I v 

their mark t and enter differ nt one ev n hen th ugg t t th m that th r i 

ubstantially higher xpect d return availabl by tnakin uch a m v . 

Flavin and ul y 2001) us d a gravity ppr a h t plain patt m . In this g graphy matt r 

or the markets. h y point d out that g agraphic 1 ariabl hav nJ d much mpiri al 

10 



un 

h m r t s gm ntation th ry 

y int r t would b to 1 k t th n 

risk I v Is and mark t ri k pr mium an ppr ch d 

.2 tatement of the probl m 

h n · pli 

. th 

th m r 

ncyclop dia.thefr dictionary.com 2007 d fin m rk t gm nt ti n th pr 

marketing of dividing a mark t into distinct subset 

similar needs. Becau e each s gm nt is airly di tinct in th ir n d and ttitud 

likely to respond similarly to a given mark ting strat y. urth r mark t can 

according to a number of g n ral criteria such by indu try r public v r u privat 

Finance literature has fi cu d on th is ue f mark t segmentati n nd h 

h 

other variables. It is also interesting to note the k y rol pla d by ri k in th many in tor 

decisions . This brings to mind th issu of m an varian crit ri n, standard d i ti n f th 

returns and the issue of risk differential . hu th re i gr at int r t in xamining th ri k 

element as well as the popular market s gm ntati n the ry. 

Karolyi and Foerster (1999), tudied the stock pri p r~ nn nc 

associated with the cross- listing o non -U t ck in th m 

fust- time US listings by 153 firms fr m anad 

in ri k p ur 

p i lC 

from 1976 to 1992 and fi und evid nc g n rally c n i t nt ith th m rk t 

hypothesis that stock pric s for firms that cross - li t rom gm nt d m rk t ar 

rise and their subsequ nt xp ct d r turns hould f; 11 as an additi n l built - in ri pr miUm 

compensating for investm nt barri r . h e barri r incl ud r gulat ry rn r an 

information constraints. 

mpirical videnc relating to mark t egmentati n th ry 1 m1 d. m tudi s ha found 

the support for the existenc of a market egm ntati n P and 1978 

Allen 1996) Gebhardt (2000) ayak 1999 and Zai hk w ky 2004 . Many oth r tudi 

11 



h m kt m nt ti n lh 

h in it r t 

ipiin 

mark t gmcntati n i di id d int 

bi s ming tilln and ta nati n and th 

merg d in th mid 1950 and flouri h d during th 

harp t al 2004 puts it 1 arly that m r t 

gm ntation. Th y postulat that in a 

b restricted by law pr fer nee or cu t m t c rt in maturiti s. hi 

n ut h 

n 

p r 

nt· ti n th r 

nd I t 1 70 . 

there is a market for hart term ecuriti int rm diat t rm curiti ng t rm 

ecurities. urthcr giv n th theory spot rat s ar determined by uppiy and d m nd c ndition 

in ach mark t. In th ir argum nt e p cially on th mo t r stricti ~ rm th th 

and borrowers will n t leav their mark t and nter diffl r nt n en 

uggests to th m that there is substantially high r pected r tum avail bl 

move. 

In the N E the key inter t would be t lo k at th ri k po ur 1 

various ctors will giv a cl ar indi ation o th r I 

segmentation in the said segrn nt. her i n d to lo at th m rk t ri 

ri k pr miums an approach ad pt d by ll nand J tiani I 

curr nt rat 

makin uch 

ta of th 

mark t 

I and n1ark t 

In bruary 2001 the K nyan g vernm nt found ut the n d t d i n nd itnpl m nt lie 

refom1 to fi ter conomic d velopm nt ith an tci nt and t bl finan i 1 

t ck xchange has its wn s gm nt and arious 

h k y segments of int r t includ main inve tm nt market 

Inv stm nt Mark t gment AIM and ix d In m 

The MIM ha s ctors such a gricultural ct r omm r ial and ices ct r inan i 1 

ector Indu trial and Allied ector which fl rm th fl cu of this tud . 

12 



hi tu ill cu n th 

th 

inve ting th r . qu 

it applicability at the 

independ nt 

gment OM ). 

ommercial and rviCe inance and In 

s gment comprises of securiti initially [; rming th an 

then puts into qu stion th crit ria u d t form th 

th int th n d th 

still 

nd 

ur 

'ri ultural 

regulations for the s gmentati n thereon. t st th egm ntati n th 

give a good area for study. Th tudy shall [i cu n the ri kin th min 

segment and see whether there are any major difn r nc s in ri k m asur 

appendices III and IV are prices and di idend r sp ctiv ly r m th 

January 2000 to December 2005 us d for c mputing risk. 

1.3 Objective of the tudy 

tt ched in 

[I r th peri d 

The objectiv of the study is to d termin the as iati n b t c n th ri k nd th th ory of 

market segmentation in the airobi t ck xchan p cifically th Indu trial Ia ific ti n f 

MIM . Risk and return give a critical guidanc ~ r th inve t r in makin th ir inv tm nt 

decisions. 

1.4 Importance of the tud 

Risk and r turn play a crucial rol in th inve tm nt d ci i n by th m 

will b important in the following ways: 

th tudy 

1. Investors: Th tudy will pr vide th m with inti nnati n n hich gm nt f th 

mark t to invest in gi en th ri k dif r ntial and the t d r turn . 

11. Financial Analy t1 Ad isor : Th y will u e th in rmation fr rn th tudy in rder t 

clearly advis their clients c rr ctly n the s gm nt t in t in. 

13 



iii. in n i 1 h lar nd u r J rth r 

r . ar h in th ri nd 

14 



ith ea h f th m thinking th y'r 

financial j umalist writin in 

inve tor hould al ay con id r. I I tate that 

llin 

ariety of way from list ning t a cab driver'· h 

hundred f compani s. h r 's n rr t in t in 

basic principles an in tor h uld c n id r. 

Investors must go through inforrnati n a ut c m ani 

Publicly traded compani s must di cl e infl rmati 

members through annual r port quart rl financi 1 

The two primary typ s of analy is ar fun dam nt l nd t hni l. 

2.1.1 Fundamental analy i 

Fundamental analysis look at fa t r like al fi ur 

management performance. It als 

peers and th effect of c nomic indicat r uch a int r . t r t 

The most-quot d figure in evaluating t ck i it pri -t -

rnin 

earnings multiple or multi pi . It' th rati f th pric per har th 

th past 12m nths. or in tanc a t k priced a 50 a har ith 

last year has a PIE rati of 10. 

While companies with multipl b 1 w ab ut 20 r ft n 

higher PI rati s ar oft n d em d t o e p n iv . 

"Momentum of earnings r th tr nd f arning tm rt nt." ay 

m n • t ·m th 

2 

n 

nt t uy. 

in rd 

n 

n1p ny' . 

r ti -- al an 

rnm 

irl alu d th 

fin n i 1 ly t 

with oront tock chang . " ut diffi r nt iz ill h di 

and differ nt industries will ha diffl r nt multi pi II 

Thus an inve tor hould compar pric -t - rning r ti 

arne industry. 
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hn rt' 

ri ing 

di nt lu th \ ith l il 

" rt nt." 

d bt th t pr bl m· r 

[l r cqui ition . 

Watt al o ad i inve tor to " k 

f ny corp r tion. il and g 

hav a lot of cash fl 

and res rv lifj . " 

2.1.2 echnical analy i 

n't h 

mp ni pr 

Unlike fundamental analysis t hnical analy i for t future har pnc 

prices u ing charts such as the D Ray urch n ky 2 7 . 

"The moving analysi is definitely a tool " a n ld 

your friend.' A pur t chnician d 

investors to be prudent and to ha many fin rm ti n 

ince figures such as earnings can be manipulat d by ace untin 

tax rat s for a company important it' imp rtant t 

"You have t look at managem nt xp ri nc " y 

the oil and ga indu try if y u'v got p r n wh 

bought anoth r c mpany built it up and ld it n in 

peopl . 

2.2 i k 

mark t I 

m an built it up 

t r m y m rt bl 

her has b n gr at contr v rsy in tryin t giv a c1 r d finiti n ri k. an 

tt dvi 

n makin 

. In 

th n 

ith uch 

literature ha tri d to advanc th d finiti n o ri k. an h li it t un rt inty 

righam (2001 Brockington (1994 Reilly 19 7 . ut maj rity oth r d it a th 

variation of actual from what i actually p cted harp 20 4 R bi h k 

day life th re elements of ri k pr alent. r xampl th tn tm nt th 

dang r of b ing kn ck d by a car th ~ r f war out r a am ng th r . 

16 



rdin t 

th n -

1n tm nt ill arn it 

ltemativ h e p ct a c rtain r t 

int stimat of th r tum . It may n ran 

risk. An in ester d t rmin h w ert in th 

analyzing estimat s f xp cted return b 

th r I 

in 

I. zcr 

alue repres nts no currenc and 1 repr mpl ri k 

ri k liqui it inflation risk principal risk country risk 

risk opportunity ri k intere t rate ri k pr p 

business risk counterparty ri k purcha ing- p 

r dit ri k ri , II ri 

nt ri k. t . 

The investopedia dictionary definiti n ay risk is th chanc th t n m tm nt a tu 1 r turn 

ill be differ nt than the expected. Thi includ th p ibility f 1 1n m r all th 

original investment. 

Brigham and Gapenski (200 1) defines risk a th chanc th t 

occur. They gave an exampl of one ngaging in kydiving r 

thing in common risky. Ace rdingly no inve tm nt will b und rt n unl 

of return is high enough to comp nsate the inv t r [! r th d ri k th 

v nt ill 

a nutsh 11 the total risk can be d comp ed int it y t matic n un tema i n 

components. 

wo school of th ught can be di c m d fr m th c nt mp rary lit r tur : an ility 

school and th volatility sch ol. In ariability ch 1 March and h pir ri k 

as the variation in th di tributi n of p sibl th ir di tri 

This compares v ry well with Robich ck ( 1969 p r 

r turns may vary from the expected r turns. h r fl r risk s m f 

returns has widespread acknowJ dgement in d i ion making th r and 

1984) Galag rand Watson 1980 . When iewed a variability f r tum ri k i qu ntifi m 

17 



t rm ri bili ty m a ur · in 1 u mg r rd 

nd c fi ari ti n. 

Th olatility ho 1 

th mar et r turns. 

ri in t n11 th u 1 in r lati n t 

ith them r 

r turn is said to b highly volatil . 

n]y that p rti n of th total ariati n 

risk and ignores any un ystem tic ri k 

2.2.1 Type of Ri k 

a 

rand 

When most peopl think of "ri k" they trans I at it a 
kinds of ri k. et's tak a look at som of th m: 

• Capital Risk: Losing y ur in est d moni 

j 2 

• Inflationary Risk: Investment' rat f r turn d n't k p p with inflati n rat . 

• Interest Rate Risk: A drop in an inv stment' int r st rat . 

• Market Risk: elling an inv tm nt at an un v rabl pric . 

• Liquidity Risk: Limitations nth availability ffund ~ r p cifi ri tim . 

• Legislativ Risk: Chang sin tax Ia maym c rtain in e tm nt 

• Default Risk: The failur of the in tituti nwh r nm tm nt i m d. 

2.2.2 How Do Different et Perform? 

It may se m that there are c unties typ f inv tment pr du t t 

th rear thr types of core inv trn nts: ca h (orca h qui l nt 

a h 

d t ck . 

lJ 

id 

Investments such a bank sa ing and ch eking a unt rtifi at it nd 

rea ury Bills. The pric s generally d n't fluctuat 

of capital risk ca h uld app ar to b th m t 

insured. avings and ch eking account ar highly liquid int 

cash. With Ds you may fac liquidit ri k th h ld fi r apr d termin d p ri d 

time or may b subj t top nalties fi r pr matur ithdra al. lth ugh ri k t princip m b 

18 



minimal 1 fpur h ing p r. n 11 

infl ti nand ta tion ar tak n int unt 

1 t' ay in 1981 you arn d 1 % in m th 

infl tion rat at that y ar s ar d t I 5% th r It rm . 

hat' a n t loss of val u fat 1 a t 1% - and th t' 

8 nd 

ommonly called "fi ed income in tment " th y r 

money you lend. Th prices of bond d mo 

stocks. Many people think of b nds a con m 

d gr e of volatility. The fluctuation of int r t r t 

in the bond prices could significantly de r a e the n p rti ul· r nd. 

tocks 

R present equity in or partial o n r hip of a c mp n . n y a r mem r th 

difference betwe n stocks and bond i : "With t ck ou wn. ith 

price of a stock or share can move up or down om tim 

to year can be quite volatile the returns fr m t ck c n ignifi ntl utp in ti 

the returns from cash and bond as w II. 

2.2.3 Finding Your Comfort Zone 

It's possible to achieve higher r turns through t ck rath r th nd 

rather than through ca h but on can't 

degree of unpredictability. If an inv tor 

with higher risk. "How much ri k is right £; r 

d cisions. Although past p rformance i n t a u r nt 

historical results over a long period f tim can h lp an in t r m 

2.2.4 The Way to Manage Ri k 

Ther are a number of strategi that can h lp limit ri k hil 

r turns. 
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In 

ach t 

rl 

ifi · ti n 

d in 

· t II ti n 

in' tm nt . r 1m 1 · [I ll m th 

rt li 

11 and 1 limit 

" n't put all ur gg 

tm nt y u n fit h n 

r m r in tm nt i rforming 

uilding up n th di r ifi ati n con pt with a t all cation y u cr at a customized 

p rtb li c nsi tin ral asset cate ri s ( c h tock b nds rath r than individual 

s curiti han ing nomic conditi n a ct vari u type f a s ts differently· 

c ns qu ntly ach ass t cat gory' return may partially off: t th oth r '. 

This systematically in sting a fix d dollar amount at r gular tim int rvals. When this 

disciplined program i adh r d to and mark t fluctuation are ignor d it attempt to "smooth 

out" the ups and downs of the market over the long haul. Dollar cost av raging however 

cannot guarant a p sitive r turn in a declining market and you mu t consider your ability to 

continue investing on a r gular basi und r all mark t condition . 

2.2. The M an o a nag Ri k 

Most investor find it difficult to div rsify ffectively aero the full spectrum of cash and 

individual stock and bonds. hat i hy o many invest rs have ch sen variable product to 

apply th strategi pr viou ly m nti ned. Mutual fund variable annuities variabl univ rsal 

life insurance products offer th potential for maximizing inv stment performance investment 

fl xibility and con eni nc . h y allow on to allocat investm nts among several asset 

categori s to tailor th mi to suit n s ne ds. In addition they offer proD ssional investment 

managem nt and allow an investor to 1 ave the day-to-day decisions to the "experts." Of 

cour lik any investment th s products involve risk and an investor should read a 

prosp ctus carefully to see if they are right for investing. 
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· t m ti nd un 

t m ri k i th rti n 

t r. It i call 

n 

rand ml ho n 

nditions that cann 

m· ti 

an 

ri 

y. 

rn n ility th t an ttri ut d t mm n 

ri k i th minimum 1 I f 

man f di a l numb r f 

ri r ult 

Th r mrunmg p rtion of an as t r turn varia ility that can b div r ifi d away i re erred t a 

un yst matic ri k. It is mor oft n r D rr d to a di r ifiabl risk r idual risk r company -

p cific ri k. It i th ri k of pric chang du to unique cir urn tanc s fa specific s curity a 

pposed to th o rail mark t. hi is the risk that is uniqu t a company such as a strike the 

outcom of unfavorable litigation or a natural cat trophe. h r D re th total risk of an a et 

can b measured by its varianc . 

An ass t risk can b analyz d in two ays righam and ap nski 2001 : (1) on a stand-alone 

basis where the asset is con ider d in i elation and 2 on a p rtfolio ba is wh re the ass t is 

held as one of a number of assets in a portfolio. n ass t s tand-alone risk is the risk an 

investor would face if he or sh held only thi one ass t. 

In every day lifl there is presumpti n that investor t nd to be ri k av rse. This means they 

tend to avoid risk wh r they can. Furth r ri k aver ion m an that inv stors pr fer investments 

with a lower lev 1 of risk. On th other hand th y pr ft r an inv stm nt giving th highest 

returns. This giv s th risk-return trad ff to determin th investments th inv stors would go 

for. 

Th re ar oth r investors who ar risk seek rs. In thi cas th y go for higher returns and higher 

risks. ot many a prudent in estors would go for such given the fact that they can actually 

reduce risk element elsewhere. 
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ur f ri 

r ar v ri ti n th t h v n tul t d. h in lu r man 

d ti n n r lati 1ci nt f riati n. 

r t m ha upp rt in th r tical work n 

portfoli th ry: th arian and th th e timat di tribution of 

Th rang i th impl t m asur of ariability and is b ic lly th dif~ r nc b t en the 

hi hest and the lo t alu of discr t data rivasta a t 1 1997 . It i al 

b tw en the high st class limit and th lo st la s limit. 

he rang howe r has num rous limitations including· b in influenc d by th sampl stze it 

ignor s intervening values and that us s only two alu s in calculation. ow ver despite its 

numerous drawbacks the range as a measure of dispersion is wid ly u ed in industrial quality 

control for the construction of control charts. Becau of th limitations it i not a v ry good 

measure Reilly and Brown (1997). 

Mean deviation is defined a the arithmetic average of d viati n where th deviations ar 

taken from an average (mean median and mode) taking all a positiv Srivastava et al (1997). 

Mean deviation in most cases is the a rage distance of all the alue in the data set rom th 

av rage mean. Th higher the m an d viation the great r th d gre of variability. his is a 

good mea ure of variability becaus it in olves th figure in th data et. How v r the mean 

d viation i n t suitabl for advanc d tatistical analysis b cau e of the di ficulti s in its 

mathematical manipulation. o ov rc m this difficulty the variance and the standard 

deviation is used. 

Th larg r the varianc for an exp ct d rate of return th great r the dispersion of expected 

retun1s and the gr at r the unc rtainty r ri k of th investm nt. In p rfect certainty th re is no 

variance of return b cause there is no de iation from exp ctations and therefore no risk or 

unc rtainty Sears and Trennepohl 1993 . tandard de iation is the quare root of th variance. 

In som cases an unadjust d variance and standard deviation can be misleading. If conditions 

ar not similar or if th re are major differences in the expect d returns it is necessary to use a 
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m ur r I ti ' 'ari hi lit . m 

m alt m ti · 

d viati n of r turn . h hi h r th 

variabilit . 
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Legislative Risk 

( TOCK DB 
Capital Ri k 
Inflationary Risk 
Interest Rate Risk 

fault Ri k 

Liquidity Risk 
Legislative Risk 
FI M BO D 
Capital Risk 
Interest Rate Risk 
Inflationary Risk 
Liquidity Risk 
Default Risk 

urce: etaro 2007 

RIK 

sset allocati n 

Dollar cost averaging 

airobi tock xchang is categorized into thr e markets gm nt : N y ar book 2005. 

Main Inv stment Market egm nt (MIM In tm nt Market egm nt (AIM ) 

and ixed Income curity Market 

h MIM is the key quotation market. This s gmcnt has compani s cat goriz d into four 

s ctors describing th natur of busin ss. Th se include· gricultural Industrial and Allied 

Finance and Investm nt and ornmercial and ervic s. 

he A provides an alternative method of raising capital to small medium sized and young 

compani s that find it difficult to m et more stringent listing requir ments of the MIMS. It is 
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liqui 

i tin har 

in tituti nal in 

t ect r ofth 

1n t th 

p ri n in gr wth. 

intr du ti n that i li tin f 

rtuniti t 

th ir p rt li and t ha acce s 

on th hand provid an ind p nd nt mark t fi r fi tn m curitie uch a tr a ury 

b nds corporat b nd pr fi r nee har k including hort - t rm financial 

instrum nts uch as tr a ury bills and c mm r ial pap r . 

2.4 ligibility requirem nt for li ting at th air bi t ck change 

ccording to the apital Mar ts Lie nsing R quirem nt (G n ral Regul tions 2002 for 

listing in any of the egment the following ligibility criteria must be satisfied. 

The MIM requires that th is uer should b a public company limited by shares and registered 

under the company s act Cap 486. In addition the minimum authoriz d issu d and fully paid 

up capital must b Kshs 50 million. It n t as et h uld not b less than shs 100 million 

immediately be£ re the public offer. 

This segm nt furth r requir s that the har s to b listed shall b fr ly trans£ rable. or this to 

b enforced the dir ctors of the i su r must b competent p rsons without any legal 

encumbranc s. Th r i also n d forth i su r to pr s nt audit d financial statements for five 

preceding years. his h Ips th invest r in analyzing th pr fitability of the company. In the 

statem nts the issu r must hav d clared positive profits a r tax attributable t har holders in 

at least three years within fi e year prior to the applicati n. 

urther a field th issuer hould b s 1 ent and hav adequate working capital. In it s 

owner hip tructur at least 25% of the shares must not be held by not less than 1000 

shareholders excluding th employ es of the issuer. Dividend policy must b clear. Debt ratios 

maintenance issuing in lots and r n wal date are not a requir ment just like AIMS. 
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ntr r uir th mrmmum uth riz . i u d nd ull p id up pit I 

milli n . h publi 

milli n. Li 

mu t b a publi 

Th har to 

mpan limit d b and r 

comp tent p r on with ut 

go mance. In addition th 

nsur th going c nc rn cone pt. 

h uld 

h 

i u r 

p 486). 

mu t be 

in lin ith th pirit corporate 

1 nt and h ad qu t rking capital to 

There are other notabl differ nc s wh r th audit d financial tat m nt of th u r for the 

thre preceding year and not five y ars a in the cas of MIM mu t b a ail d. the issuer 

must have operated on the sam lin f busin s for at I a t two y ars f which it must have 

made profits with good growth potential unlike MIM thr ears of profitability. Regarding 

the ownership structure at least 20% of the shares must not be held by not 1 ss than 100 

shareholders excluding employee of the issuer or family m mbers of the controlling 

shareholders. 

Certificate of comfort like MIM may b r quir d from th primary r gulator f the issuer if 

there is one. Ther are no requir ments on d bt ratios i suing lots and renewal date. Dividend 

policy of the is uer however must b cl ar. 

FI MS like the oth r two s gm nts r quir that th issu r mu t b a public c mpany limit d by 

shares and regist r d under the compani s ct (Cap 486) or any other c rp rate body. In 

addition the minimum authorized issu d and fully paid up capital must be Kshs 50 million. 

The net assets should not b 1 ss than Ksh 100 million imm diat ly before the of r. 

hares may or may not be tran fi rabl . Regarding th financial r cord the audited financial 

stat ments of the issuer for the prec ding years ar availed e cept for the government). The 

directors of the is uing firm must be comp t nt p rsons without any 1 gal encumbranc s. 
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Thr r quir m nt tr . har 

tru tur and di id n p li m rt m r utr r m th pnm r 

r ulat r f th i u r i th r i n . 

he major d bt rati r quir d includ t t 1 ind t dn tn ludin th n 

00% o th compan n t urth r.th funds from th 

op ration to th t tal d bt or th thr tradin m k pt at a 

weight d averag of at 1 ast 40%. lso rang of th r rati to may b c rtifi d by the i u r s 

external auditors. 

The minimum i su lot ize hould b Kshs 100 000 fi r th corp rat b nd or pr ferenc 

shares and Kshs 1 000 000 for comm rcial pap r pr gramm . urth r v ry issuer of 

commercial paper to apply for renewal at 1 ast thr month befor th xpiry of the approved 

p riod of twelve month fr m the dat of approval. 

2.5 elationship between ri k and market egm ntation 

ho and Rajan (1996) advanc a r lation hip between partial segm ntati n of international 

capital markets and the pr sene of xchang rate uncertainty. In th ir argument the 

s gmentation of capital mark ts occurs not only b cause of governm nt controls and 

restrictions on international capital flows but also from political risk transaction costs 

information costs, accounting imp r cti ns and diffi r nc s in cultural and bu in s institution 

and practices. urther exchange ri k is a product of flexibl xchange rat syst m and 

imp rfect for sight. 

lien et al 1996) xamin d both the quantity and price f ri k e p ur fi r diffi r nt segm nts 

of financial int rm diarie in rd r t d t nnine 

financial servic s industry in the United tat Using the I c de th y distinguish d 

depository institution s curiti s firms in uranc c mpani s mutual funds and other fmancial 

ervices and found videnc of mark t s gmentation in both market risk lev ls and market risk 

premiums. They found that s curities firm as a gr up had the mo t risk exposure followed in 

order of descending market b ta by banks other financial firms insurance companies and 

mutual funds although the ord r is rev rs d when e amining the market risk premium hence an 
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in r r lation hip 

ri k. 

nth qu tit 

hoi et al 1996 p rfi rm d a j int t t m 

on indi idual tock data from n maj r c untri 

1981 to D c mb r 1 89. Th y u 

r m k t ri . but n l r th int r t r t 

m nt ti nand h ng ri k pricing b d 

fth January 

i th the d m sti and orld m ket 

factors and an xchang ri k factor. h ir r sult indic t d a the f: ct r tructure of a ts 

r turns is int rnally heterog n ou b many nati nal pital mark t can b d scrib d as 

partially segmented ratb r the polar ca es of compl t gm ntati n r int gration and c) 

exchange risk is a significant factor af{i cting as t r turns in dditi n to th dom stic and world 

market risk factors. 

The variability of returns amongst th various egm nt could pre nt a good case for the 

market segmentation. The need to examine such variability will b 1 ok d into in gr at detail to 

ee how the segmentation theory comes in handy. Kar lyi 2001) describ st ck return 

volatility as representing the variability of stock pric changes during a period. He further 

advances that investors analysts brokers d aler and r gulator care about stock return 

volatility not just because it s p rcei ed as a measure of risk but b cause they worry about 

excessive volatility in which obs rv d fluctuati ns in tock price do not app ar to be 

accompanied by any important news about the firm or market as a whol . 

Kadiyala and ubrahmanyan (2000) while studying int rnational IP s Market egmentation 

and Investor recognition point out that a complicating actor in th study f h w the market 

segmentation affi cts pricing around DR listing which ar n rrnally followed by the public 

equity issue. They furtb r advance that the impact of an R listing incorp rate both the 

market segmentation effect and information conveyed b the i ue. In their conclusion of th 

study they found out that mark t s gmentation af ects IP pricing as well a the pricing in the 

after market. 
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tudi 

In hi 

tructur 

do xhibit a p iti 

as found out that th r i a p iti 

Th relati n hip h w r is negati 

n 

int ri k tum r l ti n hip 

UlT int th 

inK nya 

find ut 

btain d. It 

r lat d t th r turn . 

t matic ri k i r lat d t th r tum . hi th n 

confirms the finan mor r 1 ant in portfi li cont t than 

un yst matic risk. Th analysis o th ffi ct o th indu try charact ri tics n th nature of 

s stematic risk-r turn r lationship r als that th natur of industry and th type of 

relationship are ind p ndent. Th r sult indicat d that indu trial p culiarities d not influence 

the natur of risk-r turn relation hip. 

Munywoki (1998) tried to e timate the systematic risk - r turn at airobi stock exchang . In 

study s findings th y tematic risk tablish d at 3.55% meaning the c s of risk 

undertaken by the inve tor in a port~ lio of asset . The mark ts return ace rding to his work 

was 14.80%which is the r ward associated with risk. h av rage beta for the market was 

0.9002. This measure is not far from 1.0 since only 46 compani s ut f th pos ible 57 li ted 

were used. The beta of allli t d companies should be 1.0. 

In trying to determin wheth r th r cla sification of compani s listed at N two key 

egments MIM and AIM refl ct significant differ nc s in performance 1 vels Kamau 

(2001) analysed th risk r turn relation hip between the two s gment using the harp ratio. 

The study concluded that during th p riod under investigations the companie quoted at E 

performed poorly. The study al o noted that the harpe ratios of the companies listed under the 

two s gments at sh ed no significant differences. According to Karnau (200 1) the 

companies can be aid to b the same in t rm of risk performance across the two egments. He 

concluded that reclas ification of th two main segments did not take into consid ration the 

return and risk lev 1 f the companies hen it was done. 
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u ht t d t rmin th 

n 

hin d n th 

pri s. h r arch d s ught thl b 

Th tudy used nt studi s in anal zing th in 

hi h in t r r niti n , pl in t k 

th 

nth 

1n n and liquidity. 

n in 2 01. 

ther studies focus d on th r lati n hip b tw n th bu in ri k and mark t ri k 

2001). This study focus d n the r liability f aming v ri bility a pr diet r market ri k. 

Th results of this particular study h d that g n rally ther a ery lo relationship 

b tween earning ariability usine s ri k and y t mati ri k. urth r th r suits indicat d 

that the relationship between systematic ri k and amings nly h ld for me compani sa well 

because only 30% of these companie had a significant r lati n hip betwe n sy t matic ri k 

and earnings. 

In conclu ion most of the tudie focu d on the risk return trad ff at th N . They 

basically focused on th relationship of th two. The study by Kamau 2001) was closer in the 

issue of market segmentation. Howev r it did not focus n the sectors giv n th fact that 

companies listed und r AIM were at one point list d in th different sector of MIM . It is 

against this backdrop that this study fit . 

2. 7 Event tudie 
E ent studies are a principal research tool in testing market ffici ncy Dimson and Mus avian 

1988 and have been uccessfully us d to xamine the behavi ur f firm s stock prices ar und 

corporate events over the pa t several decades Kothari and Warn r 2004) Mandala 2006 . imilar 

methodology ha been u ed to test the information cont nt f corp rate announc ment made by 

firms quoted on the . The e include a study carri d out by hirchir 2002) to determine the 

information content conveyed by the r lea e of commercial paper and a study by g ang a 2003) 

to determine the information content of annual financial r p rt and a study carri d by OwaJJa 

Beldina (2005 to determine the effi ct of right issue announcem nt on the i suing firm s price. 
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h m th din ol m aurin bn rm I tradin durin th nt ind u ing th pn r p ri d 

timation indo mpari n. h tim ti n \! in \! i u u ll I rg r th n th d 

ofint r tin ord r top rmit 

uradoglu and dogan 1999 u d nt tudi 

an emerging mark t ith thin trading hara t ri ti . h nt 

sub-periods: a pre-e ent p riod f 1 day v nt p ri d 1 d 

date tO : and a post-e ent p riod of I da ind 

nt kinl 

k ~ hang hi hi al 

mpri ing three monthl 

ivid nd ann unc m nt 

observ the possible xi tence of tock pric chang aft r the v nt a 

hall n bl th study to 

II a price r c v ry 

b fore the event as observed by (Maradoglu and d gan 1 

2.8 Market Model 

The Market Model is the mo t popular mod I a it a urn sa abl linear relation hip b tween the 

market and security return (Mackin lay 1977 . he model us d in carrying out an event study to test 

the impact of an event is of high importance as it determin the typ of data to be collected 

gang a 2003). To deviate from the event studies this study empl yed the mark t model to come 

up with all the required variable . 

harpe et al 2004) regards a security's beta as th slop o th market mod 1. e furth r argues 

that if the line were constant over tim then th historical beta for the security could be 

estimated by examining the historical relationship b tw n th r turns on th security 

(dependent variable and on the market index ind p nd nt ariable . h stati tical procedur 

for making such estimate is simple lin ar regression (Ordinary east quar s . he market 

model is given by the equation b low· 

R; = a iln + fl"nR,n + & fin • • • • • • • • • • • • • • • • • • · • • • • • • • • • • • • • • • • • • • • • • • • • • • • • · • •• i) 

Where R, =Return of the security/portfoli v r th quarter 

RM = Return on market index for the arne quart r 

a;,= intercept term 

{J,, = slope term b ta 

£ = random error term 
II/I 
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Th tandard d viati n f th ultin 

th random rror t rm d 

hi tori cal unique ri k f th curity/p rt 

th random rror t rm is th 1 ine of b t than i th urn 

n d i ti n 

th 

u r d alu f 

th r lin . 

imilarly 

the standard error o alpha pr vid s an indic ti n f th rna nitud f th p i le ampling 

error that has b en mad in e timating b ta. 

The correlation co fficient provid an indic ti n f h cl ely th r turn a 

security/portfolio were associated with th returns n th in de ( -1 and + 1 . h coefficient of 

determination which equals the square of corr lation c fici nt r pre nt th prop rtion in 

variation in the return of the security that is r lated t th variati n in th r turns nth ind x. It 

hows how much of the movem nts in security r turn can b plained by movements in the 

retwns on the index. Because the coeffici nt of non d termination i 1 minus th coeffici nt of 

determination it represents the proportion of movement in th r turn n security that is not due 

to movements in the return on the ind x. 

In order to draw a conclusion the standard deviations beta and oeffici nt o Variation across 

the industrial classe is compared. ignificance test on th mean p rtfolio r tum against the 

market is done using a t test to determine wh ther risk really mattered in the industrial 

classification of NSE. 
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.1 Introducti n 

This chapt r pre ents the res ar h m th ad t d in thi tu hapt r hi hlight th 

population and ampling t chnique an mpl a 11 th 

t chnique. 

In order to compar the risk xposur in th k y m rk t m nt a non-

experimental descriptiv case tudy diagno tic ign tud u d to 

measure the impact of risks n th to k price and divid nd 

Descriptive designs are design d to gain mor in ormati n ab ut a particular characteristic 

within a particular field of tudy. Ad criptive study may b u d to d v I p th ory id ntify 

problems with current practice justify curr nt practice mak judgm nt r id ntify what oth r 

in similar situations may be doing. D criptiv studies ar a principal res arch tool in measuring 

investor behaviour. Odhiambo (2006). 

The study shall compare the risk expo ur s in the k y s ctor f MIM . his i done by 

determining the betas using the least square method of r gr sion analysis. In addition to the 

betas the standard deviations across th sectors hall als b compared. he st ck returns are 

determined for individual compani s and then a portfoli is formed £; r each ctor. Then the 

market return is also determin d using th ind . 

3.2 Population 

The population targeted is all the compani quot d at th airobi to k xchange . Th 

SE was ideal for carrying out the study ba d on the availability r liability and ace ibility 

of the data us d. There are currently 56 compani s qu t d at th airobi tock xchange 

(Appendix 2 . The researcher will however concentrat on c mpani s hich hav b en activ ly 

trading during the duration years January 2000 to Decemb r 2005. 
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ampling fram 

Th ampling fram to b adopt d in th tu t in d fr m th 

ompanies and will b compri d f all or t th m rk t 1m nt with indi idual 

firms meeting the study s criteria as li t d lo 

1. The firm is one of the compani durin th p ri I 54-2 05 

2. The stock dividend announcement made b th 
during the period 1954 to 2005. 

3. The day of the dividend announcem nt is r corded at the 

n i u d thr ugh th 

4. The firm s daily return data (op ning and clo ing tock price are a ailabl from the 

daily trade sheets or daily newspapers for both th ev nt and e timati n windo s. 

5. The company has not been suspend d from trading in th 

3.4 Sample Size 
The sample to be studied will be made up of all the ect r in the MIM mark t gment. The 

sample size will be made of all the companies from each of the ct rs gricultural Industrial and 

Allied Commercial and Services and inane and Inv stm nt . 
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RY p 

3. 

4. 

T 

DUSTRIAL 

ANDALL D 

TOTAL 

Table 1: ample design 

11 

16 

39 

II 

38 

According to Mugenda and Mugenda (1999 a r presentativ ample in a descriptiv survey is 

10% of the population. Thi re earch ha only exclud d th se compani s that have b n 

suspended or not trading consi tently throughout the period. 

3.5 Data collection 
Secondary data will be used to collect information for the tudy and this data hall be obtain d 

from the Daily price lists and the Corporat nnouncements Bull tin oth avail ble t the public 

from the N E library. A data coli ction design will be us d to collect the !lowing data for each 

firm: the dividend paid by the firm at th end of its financial quarter the firm daily t ck prices 

for the entire six(6 years and the related E 20 har Indic s for the same p ri d. 

The study will rely on secondary data for quoted stocks om the . The data ill include 

share prices dividends paid and shares traded. Price adjustments ar made where nee ssary for 

such items as stock dividends and bonus issues. Where divid nds ar paid annually or s mi 

annually these will be divided by 4 or 2 r spectively to corr spond with ach quarter. These are 
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an ly don quart rl ba i . hi in£; rmati n i u m I ul m r tum an 

k b t standard d iati n and n. 

P riod of th tud 

Th tudy shall cover a p riod of 

d iations and betas. The p riod co 

ar in th c mput ti n f th indu tri tand rd 

2 5 . 

. 7 ariables of th tud 

The variables empl yed by the study include st ck r tum 

returns. These returns are used to d t nnin the standard d 

segment and sector betas which shall th n b compared t 

different from the market. 

mark t ind x r turns portfoli 

t b t as well a 

h th r th y ar significantly 

The dependent variabl i the market ind r turns. h ind p nd nt variables ar th r turns of 

all the securities quoted in the MIM sector xc pt or tho wh have b n usp nded or have 

not operated in the period under revi w. urther one th portfolios are formed using th 

criterion earlier stated then the indep ndent variables t nd t gricultural omm rcial 

Financial and Industrial. 

3.8 Research Procedure 
The descriptive research methodology will b used to examine the effect frisk in the different 

sectors of MIM . In order to compare the risk posur in th k y ector of market 

segments a non-exp rimental de criptive ca tudy (diagno tic re arch d sign study 

methodology will be used to measure the impact of ri ks on th stock price and dividend of firm 

listed at theN E Orodho 2004 . The m thod involves mea uring r lationship between ri k and 

return in the differ nt sectors of the stock exchang . 

The data collection design/in trument is ba d on the Market Mod l which is the mo t popular 

model as it assumes a stable linear relationship betw n the market and ecurity return (Mackinlay 

1977). The model u ed in carrying out a d scriptive tudy to test th impact of ri k is of high 

importance as it determines the type of data to b coli cted (Odhiambo 2006 . 
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ti n in trum nt ill u d l pri and 

indi s r the qu rt r m 

al o oll t d. n thi dat 1 ail l ' th a ra r turn ~ ill th n r th r 

p riod. 

.9 Data anal · 

The data coli cted is then translat d int th quart rly a ra r turn u ing th h lding p ri d 

formula as follow · 

R _P.. -Po+D .. 
iJ - P. .................................................................. 11 

0 

Where R,, = return on the stock i for the p riod t. 

~ = market price of the stock at nd of th quart r. 

P0 = mark t price of the st ck at th beginning of th quarter. 

D =cash dividend paid out in the quarter. 

The analysis of the returns is then done for the industrial cla s (Agricultural ommercial 

Financial and Industrial) on quarterly basi . h individual return of th curiti s are summ d 

up then divided by number of firm in th s ctor t giv th p rtfolio r turn f; r th quarter. 

Then th market index returns ar d termin d for ach quart r 

Rm = 11 ~ 1• .................................................................................... (iii) 
0 

Wh r 11 =Mark t Ind x at th nd of the quart r 

10 =Market ind x at th beginning f the quart r. 

The analysis of th returns will then be done for the sectors/segments ( gricultural 

ommercial Financial and Industrial) on quarterly ba is. The analysis will use the linear 
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hich mplo s th u o m tm u ti d r m th pr 

tion and ho b lo : 

R, =a un + f3,mRm + e,n, •.•••...... ....•.......•............•.•...••.•.. .... i 

Wh r R, = R turn ofth curit /p rt li r r 

RM = R turn on mark t ind x ~ r th qu t r 

a ,m = int rcept t rm 

/3,m = lope t rm (b ta) 

£,"' = random rror t rm 

Data will be analyzed u ing d scriptiv stati tic ith th h lp f Micr o t el and tati tical 

Package for Social ciences P S). D cripti tatistic will includ th us f p rc ntag so 

as to achieve the set objectives. he descriptiv analytic 1 t chniqu ha be n exclusiv ly 

applied in select d studies in the past lik t 1 and W b t r ( 19 2 . D criptiv tatistics 

involves examining categorizing and tabulating data t addr s the bj ctiv s of the tudy. 

Once the retwns have be n determined using th r gres ions computati n and other statistical 

tools, the standard deviations betas and co fficient o variations ar d t rmin d. hese 

measures shall xplain the el ment of risk and how all th indu trial classes c mpare in terms of 

riskiness. 

Then the hypothesis of wh ther risk did matter or not hall b t sted u ing the pow rful 

Microsoft Excel tool. The hypothesis shall d tail wh ther th r a any ignifi ant differ nee 

between the market returns and the various industrial cia 

and suggestions for further study shall b made. 
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R4: 

4.1 Introduction 

The quarterly pric wer obt in d fr m th nv rt int r tu n u in' th h J in 

p riod formula after adjusting r th 

from the sample data only K n a il 

East African Bre n Limited on 26th hi 

p ri d un r r nd 

nd 

the prices. 11 the prices prior to th aid plit w r th r ti . urth r. th m rk t 

indices were obtain d for th peri d and onv rt d int r turn u ing th h Jding p ri d 

formula. 

orne firms which were suspended in Octob r 2001 w r clud d fr m th amp! . h y 

include Theta Group Limited Lonrho Motor a t Africa imit d P arl Dry lean r Limited 

African Lakes Corporation Regent Undervalued Ass ts rica und and Kenya ati nal Mills 

Ltd. Mumias Sugar Company wa also e eluded becau it start d trading in January 2002. 

Hutchings Biemer Limited exhibited a unique tr nd a it wa b th u p nd d and maintain d a 

stable price of Kshs 20.25 throughout th p riod 2000 to 2 05 h nc it xclu i n. 11 th r t 

were included in the sample. 

The prices, dividends and returns comput d for use in th tudy ar h wn in appendices III IV 

and V. Other results of the regre sion using th P ar detail d in tabl s - 15. 

4.2 umma ry of tati tics 

Table 2 below gives details of the variou statistics ~ r the p rtD li nam ly· Agricultural 

Commercial and Services Finane and Investm nts and Industrial and lli d fi r the p riod 

2000 to 2005. The purpose of the tabl is to provide in rmati n f a rag r tum standard 

deviations betas covariance with th market correlation ffi i nt and c e fici nt of 

determination. The same information is available in Tabl 3 but r the individual curities in 

the sample. 

Having determined the quarterly returns using the holding p riod th y are th n conv rted to 

mean returns for the portfolio by adding up the individual ecurity quarterly returns and 

dividing by the number of flrms in th industrial class as p r th amp! in th pr viou ction. 
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hi h j ur r All portfolio quart rly r turn ar 

quart rs under con id ration. 

standard deviation corr lation c 

h a the 

fici 

Using the information on c varian 

also be determined. The formula b lo i u d t d t rmin th 

and the individual s curities· 

rth th th rt 

COV(, ,m, . 

f3 = ··················································· ···························· 1 
(}" mz 

Where f3 is the portfolio/security beta 

COV (i~m) is the covariance ofth portfoli I urity ith th m k t 

a a is the market arianc . 
m 

The covariance is determined u ing th Micro 1 t I and i th 

market and the individual/port£~ Iio return . r m t bl 2 and 

hence they vary together with the market. 

Furth r the correlation coeffici nt ar given which indicat h 

related to th movements in th ind x wh th r in th am 

values are squared we obtain the co ffi i nt of d t rminati n 

change in th variable that is xplain d by th chang 

JNDU TRIAL 
CLA 

AGRJCU TURAL 

COMMERCIAL 

FINANCIAL 

INDUSTRIAL 

MARK TIN 

Ticm 
ean 
returns 
) 

0.0392 

0.0767 

0.0950 

0.1242 

0.0504 

Table 2: urn mary of portfolio 

f3 (B ta) 
a, td 
De iati n) 

0. 14723 

0.16513 

0.18280 

0.19294 

0. 13933 0.9510 

tati tic 
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n(me n a c td rrt .... ,.. ' 
SECURITY returns) DevultJon) (Beta) Co\1111Mte ·cocffictcnt (R) ~:~~~~~~ (R2) nni ion 
BBOND 0.02 0 13885 0.4533 00088 0.563 0.317 
KAKUZI 0.0196 0.22801 0.86746 0 01684 0Ji21 OJIU) 
REAVIPI 0.1071 0 23291 0.85613 0.01662 0.631 0.398 
SASfNl 0.0071 0 14306 0.4976 0.00966 O.S67 0.321 
CARGEN 0.05 17 0.21584 0 4285R 000832 0 101 001 
CMC 0.097 1 0.30298 1.06887 0.02075 0 587 0.345 
KENYAAIR 0.16 0.36443 I 05033 0 02039 0.323 0 I<M 
MARSHALL 0.0604 0.31568 0.83398 001619 0541 0293 
NMG 0.0833 0.28207 1.10751 0.0215 0.501 0.251 
TPSSEREN 0.0992 0 20688 0.83604 0.01623 0.586 0.343 
UCHUMJ -0.0 196 0 26144 1.20332 0.02336 0.505 0255 
BBK 0.0896 0.17236 0.76186 001479 0.579 0.335 

CFC 0.1279 0.26585 0.85304 0.01656 0.573 0.328 

DTBANK 0.0746 0.2818 0.72889 0.01415 0.388 0.151 

HFCK 0.0767 0 28596 I 54484 002999 0.731 0.534 

ICDC 0.0479 0.19348 0.77783 0.0151 0.51 0 26 

JUBILEE 0.1096 0.28075 0.90506 0.01757 0.515 0.265 

KCB 0.0988 0.29842 1.47221 0.02858 0.698 0.487 

NBK 0. 1463 0.40865 1.30634 0.02536 0 537 028t$_ 

NIC 0.0888 0.24517 I 18271 0.02296 0 745 0.555 

PANAFRJC 0.0996 0.32557 0.96224 0 01868 0.427 0.182 

SCBK 0.0829 0.18626 0.54912 0 01066 0.389 0 151 

ARM 0.152 1 0.35474 1.25895 0.02444 0.51 I 0 261 

BOC 0.0892 021791 1.07557 0.02088 0629 0396 

BAM BURl 0.1025 0.27415 1.23732 0.02402 0.471 0.222 

BAT 0. 1008 0.23962 0.92464 0.01795 0.669 0.448 

CARBACID 0.1 067 0.25498 1.23783 0.02403 0.567 0.321 

CROWNBER 0.1054 0.3 11 69 1.03745 002014 0.46 0.212 

DUNLOP 0.0738 0.2827 0.92103 0.01788 0489 0 239 

EACABLES 0. 1904 0.38869 I 24092 0 02409 0 544 0.296 

EAPORTLA 0. 1638 0.3953 1.14768 0.02228 0.354 0 125 

EABL 0.19 13 0.22 14 1.0 1736 0 01975 0444 0 197 

FIRESTON 0.06 17 0.18035 0.66 193 0.01285 0.412 017 

KENOL 0.3083 0.31504 1.0 1066 0.01962 0359 0.129 

KPLC 0. 13 0.47559 2.50039 0 04854 0.779 0607 

TOTAL 0.0188 0.22943 0.89837 0.01744 0.594 0353 

UNGA 0.071 7 0.3707 1 1.5 1084 0.02933 0628 0.394 

Table 3: ummary of ecurity tati tic 

4.3 Returns 
The Industrial and Allied cla s had th high t r turn f 12. 2% r th p ri d un r r i w. 

Financial and Investm nt industrial la s had an a rag r turn f 9.5 Yo. mm r i 1 
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ervices posted 7.67% whil th A ri uhur I indu tri 1 1 

ee tabl 2 abov . 

The individual securities which had th hi h t r tum 

They include Kenya Oil a t frican 

of 30.83% 19.13% and 

Commercial and rvices indu trial cla 

r turn 

IIi 

r turn 

of -1.96%. This behaviour could b tnan i l di 1 ulti 

underwent leading to its susp nsion in 20 6. c tab] 3 a 

If the Investors wer to use the return crit ri n th n th 

Allied class because of its highest return f 12.42% 

4.4 Risk Indicator 

II a th 

Whereas the key mea ur of ri k ar tandard d viati n and b t 

which is a relative measur f ri k is al o 

out in Table 2 abov th standard d viati 

industrial class was th 1 ast risky with a standard d i ti n 

Allied class was th m t risky with a tand rd d viation 

th lndu trial and 

n a i I return at . %. 

fi i nt ari ti n 

fth tu y p lt 

ri ultural 

Investm nts came ins cond with a stand d d viati n of 1 .28<Y<. mm r ial and 

nd 

nd 

1c had 

16.51%. 

Interesting to note from tabl 2 ab v i that fact th t th ta th m r ult a 

the standard deviations. Agricultural Indu trial las and 

industrial class (0.9324) Financial and In tment indu tri 1 nd nd u trial nd 

Allied (1.1786). Again the Industrial and lli d cla th t ri k at 1. 1 7 nd 

Agricultural industrial cia s b ing th lea t ri ky with a b ta f 0. 

The individual securities had K nya Power and Lighting mpan eing th m t ri k with 

standard deviation and b ta of 47.56% and 2.5 r p cti 1 • h 1 a t ri ky urit i 
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Bond at 13.89% and 0.453 in 

Power and Lighting mpan J in th Indu tri 

from the gricultural. tabl 3a v. 

4.5 Return V r u i k 
Given a choice b tw en in tm nt ith th 

standard d viations most p pl would 

the lower risk harpe 2004). If gi na 

expected rates of return inv stors uld g nerall 

expected return. 

It becomes difficult to choose an investm nt wh n th 

standard deviation of the other i I wer. T h lp 

(COV), which is the standard d iation divid d by th 

IIi 10 

nc r tu n 

r 

nt ri 

pr r th in ·tm t with 

d. 

cov =- ·················································································· rr 
Where COV is th o ffici nt f Variation 

a is th tandard d viation of th in u trial cia r urit . 

rr is th mean pected r turn f th indu tri 1 cl r urit 

u 

t hi h r 

COV shows the risk p r unit f r tum and pr vid 

when expected r turns n two or m r alt rn ti 

COV for all th industrial class . 

r c mp ri n 

m . · bl 4 th 

INDUSTRIAL CLASS TI (mean r tum ) a < tdD 1 ti n} Coefficient 1f Van 1t1 n(COV) 

AGRICULTURAL 0 0392 0.14723 J 756 

COMMERCIAL 00767 0. 165 13 2.153 

FINANCIAL 00950 0 18280 1.924 . 
INDUSTRIAL 0.1242 0.19294 I 553 

Table 4. oeffic1ent o f Variation for lndu trial Cia 

It is apparent that Agricultural Indu trial cia with th 1 t tandard d iati n . 1 72 and 

lowest retwn (0.0392) had th highe t OV 3.75 . his m an that ac r ing t 
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Agricultural Indu trial cia i th ri i t 

2.153 1.924 and 1.553 D r mm r i I 

II th 

and Allied resp ctiv ly. h 1. 

The results from the variou m a ur 

and the b ta on on hand giving th 

Agricultural being the 1 a t risky whi 1 th 

being the riskiest and Indu trial and Alli d I t ri 

4.6 Testing of Hypo the i and Int rpr t tion 

th r \ ith th 

In order to arriv at a meaningful conclusi n th r rch r t ut t t t th h 

mean return diffl rences using the t - te t. he 

against each of the industrial class r turn and 

Ho : Rm =Ra = Rc = Rf =Ri (Ri k r ria ilit 

t th r turn 

ar 

ri ul ur I 

n 

Ha: Rm -:;:. Ra -:;:.Rc-:;:. Rf -:;:.Ri Ri k r n ility r turn tu II 

matter 

Where Rm = Return of the market 

Ra = Return ftbe Agricultural indu trial cia 

Rc = R turns f omrn r ial and ic in u tri l 

Ri = Returns f Industrial and Alii d indu tri 

ignificance 1 v I of th t st: a =0. 5 

If the t statistic from th computati n u ing Micr 

statistic based n the sampl iz and th f r 

state that risk actually matt r doth rwi 

did not matter in the indu trial cl sificati n f MI 

4.6.1 Agricultural Ia ain t th 

I i r at r th n th 

gm nt f . .... 

null h nd 

i and ·t t th t ri k 

The table below how th t- t t for th m n arianc f th Agricultur 1 Indu tri I I and 

the market 
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46 
-0.2 

one-tail 0.389 
t Critical one-tail 1.679 

0.778 
t Critical two-tail 2.013 

return variation of the gricuJtural industrial clas i 

4.6.2 Commercial and rvice Ja 
The table b low shows the t- t st forth 

and the mark t .D r th p riod 2000-2005· 

t-Test: Two-Sample Assuming Unequal Variances 
Comm& Service 

Mean 0.076 

Variance 0.027 

Observations 24 

Hypothesized Mean Difference 0 

df 45 

t Stat 0.588 

P(T <=t) one-tail 0.280 

t Critical one-tail 1.679 

P(T<=t) two-tail 0.560 

t Critical two-tail 2.014 

Table 6: t- te t Commercial and S rvic Ia and tb Mark t 

alu .2 4 i lh J t 

r nl r m th m r t. 

mm r i la 

Market ·-
0.050 
0.019 
24 

Since computed t valu (0.588 i 1 s than th critical t alu 2. 14 w f: il t rcje t lh null 

hypoth sis and stat that m an return variati n f th mm rcial d rvt 

not significantly differ nt from the mark t. h m an r tum 7. % i n t i ni tc tl 

different from 5. 0%. 
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.6.3 Commercial nd rvi 
The tabl below show th t- t t fi r th i 1 n In ti nt 1 

and the market forth period 2000-2005 · 

t-Test: Two-Sample Assuming Unequal Variances 
Fin & Investment Market 

Mean 0.095 0.050 
Variance 0.034 0.019 ..... ..;....._ 

Observations 24 24 _ 
Hypothesized Mean Difference 0 
df 43 
t Stat 0.944 
P(T <=t) one-tail 0.175 
t Critical one-tail 1.681 
P(T <=t) two-tail 0.350 
t Critical two-tail 2.017 

Table 7: t- test Financial and lnve tm nt cia nd th Mark t 
Since computed t valu 0.944 is les th n th critical tv lu 2. 17 " fi il t r j t th null 

hypothesis and stat that m an r turn variati n of th in n i 1 1d In tm nt in 

is not significantly dif r nt r m th mark t. h me n r turn 

diffi rent from 5.0%. 

.5o/c i n t i nifi tl 

4.6.4 Indu trial and IIi d Ia in t the 

The table b low hows th t- t st for th m an arianc 

the market forth p riod 2000-2005· 

t-Test: Two-Sample Assum ng U IV • nequa araances 
lndustial& Allied 

Mean 0.124 

Variance 0.037 

Observations 24 

Hypothesized Mean Difference 0 

df 42 

t Stat 1.528 

P(T <=t) one-tail 0.067 

t Critical one-tail 1.682 

P(T<=t) two-tail 0.134 

t Critical two-tail 2.018 

- llicd cia and th Mark t 

th In u tri I and lli 

Market 
0.0504 
0.0193 
24 

Table 8. t test lndu tnal and 
Since computed t valu 1.528 1 s than th critical t alu e il r 

hypothesis and state that mean r turn variation f the lndu trial an lli 
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significantly different from th mark t. h m r tum f 1-.4% i n t nifi tl di r nt 

from 5.0%. 

In all the industrial cla s fail d t r j t th null h p th i thu tn th t th 

variability of returns/risk did not matt r. It i int r tin t n t that th tandard d i tion 

and the betas were not ignificantl dif r nt from th t f th mark t. 
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C PTERS: 

5.1 Conclu i n and pli 

The objective f th tud t \ 'C n th ri k nd th th ry f 

market segmentation in th air bi t ck ifi ti n 

MIM. 

From the results sp It out in th ti n rna n t ha tak n 

the classes were no significantly different rom th mark t r turn . h ub di i i n c uld hav 

been just a matter of poli y and not r ally an inv tor c n id rati n. It i important that risk 

consideration b tak n into ace unt and n t m r ligibility r quir m nt inc the investors 

want to receive value for their mon y. 

5.2 Limitation of the tudy 

The following could b some of th limitation of th study· 

• Variability of returns relied on th change In pn rice al n cann t conclusively 

measure risk ther could be other fact rs uniqu t th firm that could have led to the 

fluctuations in the pric such a announc ments f r suits ch nge in manag m nt 

strikes, expansions among others. 

• Th sample size was not large enough t enabl fi r th g n ralization f the finding . 

5.3 Suggestion for Further e earch 

The researcher suggests the following ar as for furth r r s arch: 

• The study focused on th industrial cla ofMI s gm nt fth with a vi w to 

determine risk using the market model. A furth r tudy could be carried ut u ing multi 

factor Capital Asset Pricing Mod v nt studies t det rmine whether they could give 

a different view. 
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• A further study could b carri d ut t 

investors to stick to a parti ular indu trial 

• The study can b r plicat d for a p ri d f 
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APPE DI 

ppend· 1: Lett r f Intr du ti n 

Dear ir/Madam 

RE: Re earch Informati n 

lam a postgraduat tud nt at th ch ni r it air bi pur uing my 

Master of Busin dministrati n c ur . A part th c ur r quir m nt am und rtaking 

a research project t e tablish th r lati n hip b tw n ri k nd indu tri 1 cl ification in the 

SE for the period 2000 to 2005. 

To fulfil informati n requirements for the study I int nd t coli ct s c ndary data from your 

institution. The information being requ ted is pur ly .fi r acad mic purp e and will be treated 

in strict confidence and will not be u d for any purpo e th r than fi r my r arch. 

I would really appreciate if you would alto m to ace ss all the r 1 ant in~ rmation for the 

research project. Any additi nal information you might con id r u ful fi r th study is mo t 

welcome. 

Thank you. 

Student 

Letaro J.L. 

55 

up rvisor 

Mr tieno Luth r 

Department of Accounting 

Univ r ity of airobi 



ppend · II: ompani 

MAININV M 

1. GRI U 

Unilever Tea Kenya imit d 

Rea Vipingo Limit d 

Sasini T a and Cof imit d 

Kakuzi Limit d 

2. COMM R lAL RVI 

TPS Serena 

ar and General imited 

Hutchings Biewer Limited 

CMC Holdings 

Kenya Airways 

Uchumi Supermarkets Limited 

Marshalls EA Limited 

ation Media Group 

3. FINANC AND V TM 

National Industrial Credit Bank Limited 

Pan African Insurance Holdings Limited 

Housing Finance Limited 

Barclays Bank of Kenya Limited 

CFC Bank Limited 

Standard Chartered Bank Limited 

Diamond Trust Bank of Kenya 

ICDC Investment ompany Limited 

Jubilee Insurance Company Limit d 

National Bank of Kenya Limited 

Kenya Commercial Bank Limited 

2 
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4. D TRI L 

Athi River Mining 

BOC Kenya Limit d 

Bamburi Cement Limit d 

D 

British American bacco (K imit 

Crown - Berger K Limit d 

Olympia Capital Holding 

EA Breweri s Limit d 

EA Cables Limit d 

Carbacid Investments Limited 

EA Portland Cement Company Limit d 

Sameer Group 

Unga Group Limited 

Mumias Sugar Company 

Kenya Power and Lighting ompany Limited 

Kenya Oils Limited 

Total (K) Limited 

ALTERNATIVE INVE TME T 

A Baumann & Company Limited 

City Trust 

T OM 

Standard Group Limited 

Eagads Limited 

Express Kenya Limited 

Williamson Tea Kenya Limited 

Kapchorua Tea Company Limit d 

Kenya Orchads 

Limuru Tea 
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Appendix IV: Dividend 2000-2005 

NAJROBL STOCl{ 

EXCHANGE DAlE 

OlvtnENDS 

ORDINARY SHARES 2000 2001 2002 2001 ~ 2110~ 

Oct· Apr· Jut. J.ln- Apt· Apr· Jul· Apr· ~- J Apr• D«· 
99 Jao-00 00 00 Oct.OO 01 01 JuHil ()a.()) J:ll>-02 02 02 Oct~l Jlu>.O) 03 1111.03 Oct .OJ Jao-o.& Jul~ 0..-41 tU (IS JuJ,.II~ 0...0~ ~~~ 

Brool(e Bond Lid Ord 
10.00/Vnita-er Tea ~00 6.00 l .OO 2.50 6()0 200 600 

Kakuzi Ord.S.OO 1.00 o.w 100 
Rca Viplngo ~ns Lld 
OrdS.OO 0.21 o.w oto 
Sasioi Tea ~ COircc Ltd Ord 
500 0.5() 07S I.U 075 o . .u uo 
Car .t Gtnm.l (K) l.ld Ord 
s.oo 061 

CMC_lloldings Lid Ord s 00 01$ 100 

K«o~11 ""'",.~ .. Ltd Ord S.llO 0, 0"' 01$ 060 0"' 0"' 0'~ •117~ 1.2.S 

;:;;-us (ll..A) Lid O.d 

1-buon Media Group Orcl 
S.OO 120 05$ 1.2 0.7.5 16 0.7.5 I 7.5 I 900 100 .,m I.M 

Tourmn Ptomotloo SoviCCS 
Ltd Ord MO (Scrcnll) 1.00 uo 110 110 110 110 

j~~LtdOrd 
010 2.30 100 0"' 

lbrcb}! Bank L1d Ord I 0 00 150 250 150 1.~ IllS JOO 600 100 1100 )00 'ro 
CFCB.mkl.ldord.$00 067 061 067 067 a~ _OIU 
Dtunood Tn&ll &nk Ken 11 

Ud0rd4 00 0-10 0611 0-10 060 010 010 

Housing •-Co Ltd Ord 
$00 02$ 031 
I C.D C lm~IS Co Lid 

Ord s.oo 1.00 200 lClll, 100 ll~J JCIO_ )00 

Jubilee [IISIII'IIJ)C:t Co Ud 
OrdSOO 100 Jj() 125 0.50 113 oso 125 0"' t :~' 0 .'7!. 1.7$ 01$ 

Km}11 Comm=ial Bank Ud 
Ord 1000 100 .Uil 
Nanorol &nk o( Kenya Lid 
Ord.SOO 

NIC Bank Lid Ord S.OO I 0.5 0 1S 10.5 060 100 060 HO 060 165 010 1.111 01'0 

Pan Afnca lt15U1a11Ct Lid Ord 
$00 100 100 
SWldard Cb:lru:r<d Bank Ltd 
Ord .5.00 S.OO 120 660 200 HS uo u.s 220 HO ~ 10 uo l.lO ]:lj, 

Alhl Rh~ MJrun• Ord S.OO 0.20 OlD o.so 0 ."' 

B OC K~o'-a Ltd Ord S 00 1.00 l.SS 100 2 ss 100 33.5 100 HS 1.00 uo 1.1. 

Bamburi C=cnt Ltd Ord 
$00 oso 02$ O.j() 07S 100 l.OO oso 100 1.10 Ill sro ,~ 
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Bn Am<nc:an Tobolc:co 
)~ Kcnl'll Ltd Ord 10.00 liOO ) .75 3.75 2JO 165 3.$0 230 400 l$0 1.50 450 450 400 100 

c.rt>xld ln\1::5Unef11J Ltd 
Ord 500 I 10 16S 110 22.00 I 7S L7$ UJ 115 17) 

Cro"11 Bc~r Lid On! S 00 100 050 050 150 

=~::nsH~.;: OJO 040 

E.A.Cables Lid Ord S 00 450 1.10 
E.A Ponl:and Ccmcn1 Lid Ord 

050 1)7$ I"' 

soo 
East African Bm<'Cfl Ltd 

1.00 100 0.50 I 75 175 150 

100 Ord 10.00 200 S.50 us 6.75 250 900 100 12.00 

Farestone East Mnca Ltd Ord 
5 00/Samoc:r EA Lid 050 0.50 050 0.50 050 050 075 050 

Kmya Od Co Ltd Ord HlO 7.50 600 600 1.50 250 950 500 HO 2.00 

Kenya Po .. ,.. ac L'3htlaa Ltd 
Ord 20.00 l:ocl 

Toca! Kc:n111 Ltd Ord S 00 HO 170 250 

Una Grouo L1d Ord s 00 

NSEINOEX 2Ul 2145 940 2150 105 341.5 IHO 1315 1260 3061 960 latS 161$ 14 7l llOS 16 50 2060 1124 1761 1010 700 lHt 161$ IUO 4~ 
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ppendix V: Quarterly Return 2000-2005 

AIROBI STOCK 
EXCHANGE DAle 

QUARTERLY Rf:I11RNS 

ORDINARY SHARES 2000 2001 2002 2003 200' 200.5 

Od.- ~- Jul- ()a. Jm- Apr· Jul. Od.· Jan- Jul. Od.· J;ao. Ape· JuJ. Od.· Ju. Apr• Jul. Oa· J.aa- Ape· J. [)c. 

99 Jan-00 00 00 
Apr· 

O_l 114 ~ 114 04 OS OS OS OS OS 
01 01 01 01 02 02 01 Ol 01 o3 Ill 

Brookr Bond Ltd On! 
100()/\JniiC\wTea .007 .0.14 0.11 0 .18 001 001 .0.12 .0 19 .Oil .006 .0 IS 016 020 022 .001 .006 0.06 11119 016 Oil IllS 0 Ill .022 001 

KAlaw OniS 00 021 .0114 .017 000 .01& .011 .()15 006 .017 .()07 -(US .{103 DOl 0 ll .()(19 Oll 000 Oll .()01 ou 001 OS-I .ou oos 

Rea ipinpl Plm.JuoN Lid 
00$ .()04 OrdHlO OJI .005 .004 .016 .OQJ .0 10 007 000 000 001 .{115 002 035 Oll 016 010 059 004 006 Oll 011 .001 

ni Tea .t. catr ... Lid 0n1 
.500 004 OCll .001 .{102 001 .017 .() 27 .() 19 .()04 000 .Oil OOl 025 Clll .() 10 011 .Oil 00. oat o~• O.JO 014 4105 .0,1. 

~ 00 .t Gcncnol ( Lid Ord 
ono 001 001 .COl ooo 000 000 000 000 000 000 .011 .001 001 000 Oil O.ll PIS Clot OM 001 O.M .COl .Oll 

CMC HoldJQp Lid Ord 5 00 06-1 .())) .oos .cos .() ll .() 19 .001 011 .{Ill o~• 0~ on OH 079 Os.l 0 It .OH .()04 001 009 .011 OOl ,.()(16 0.1• 

Km\'1 AiN11)~ Ltd Onl S 00 .017 007 0 •• 00) .() 10 016 .0 16 011 000 .001 .OH 020 .() 16 Oil on OOl ou 0 .1, Oil O.l6 o•J u,, on ..OOf 

(E.A.l Lid Onl 
soo 0~ .01& 000 .004 .002 000 000 000 000 000 .072 000 0 19 007 016 000 099 4105 .001 .002 000 on .COl OM 

'I 1cd Group On1. 
S.OO O.ll .013 .()(19 001 .()(19 .ou ..011 007 0 ~$ .OJ) Oil ou .cos Dl7 061 01' .00! 0114 .oos .()01 0.1S ..011 .()09 oos 

TOWISIII Promotloa Sen 
Ltcl Ord j 00 (SeRna I 

0 ·~ .011 009 ~Of 001 .()QJ .005 0 .16 001 000 0 .00 019 029 .011 
0 ~· .COli 006 00) O!j 011 OM 0, .cu Otwi 

lJchUJIII upcrlllllliod LldOnl 
S.OO .()11 000 006 Oil .006 .001 .() 19 .0 11 .O.Jl .()1) .() 10 071 Oil 011 .021 Oil .0.14 .on .017 o:u .()~ 0$) .()4(1 0 '11 

&n:b~~ &nit Ltd Ord 10 00 019 0114 00} .() 11 006 ou .OIJ 006 001 030 .006 010 019 0 I~ 046 ~~~~ .ou 4111 OG.l .(lOl 00~ 020 __.4)1)4_ -.'!_II)_ 

CFC&nk Lldonl.$00 0.57 .OJS 001 001 .0114 .005 .oos 011 000 001 001 .001 011 067 Oll 016 019 .Oll .001 Ul .()0~ _ O:U _ 0~ _ 009 _ 

D~TNSI Km~ 
Ltd Onl40() 091 .ou .01) .()1)7 .007 .0 11 .001 .ou 

.0 · ~ 011 0..17 ..009 067 O.ll 0)(1 OOl 011 .() 10 .() 16 009 Dll .ou .oo• 0'20 

Housul& FIIUIIIICie Co Lid Onl 
500 on .()lJ 0.11 .029 002 .()Of .020 000 .()}) 0 .19 ..019 07) 0}~ 0~ ou .00} 001 .011 .OOl .(101 0 .11 'OJA ,.QOf 0,, 

I.C 0 C ln\-111C111$ Co Lid 
OniSOO .Oil ou 0.01 .()OJ 

0 · ~ .Oil .()If) .0~ .0 ~' .Oil 026 019 Oll 032 ou 0.22 ..ooa .() 10 .0.11 0 1 ~ QCII) o.n 0114 001 

Jubilee lnsuDnce Co Ltd Onl 
.500 0 ~2 .016 

.() ·~ Oil .009 .Oil 0.06 001 .002 Oil ..001 001 065 0 •• Ill .Oit 020 .009 0114 DOl 001 01& 001 01& 
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K""l Comn~e:rcW Bank Ltd 
Ord 1000 006 0.0-1 .(),(1.1 .006 .001 .ou .020 0,07 .008 .() 33 .0.09 I Ol 0.56 062 O. IS 0.0-1 O.U .015 0. 10 008 .0.04 () 14 Ol' llH_ 

NatioMI &talc of Kcslya Lid 
On! s.oo 0.12 .0.06 0 I~ .0.13 0.11 .()I~ .0.15 ou O.o7 .0. 16 .O. ll 0.59 049 I 73 .003 .0.().1 ()4.~ .().Q7 .() 19 026 .(),().I 0 .14 llH .()~ 

NlC Bank Lui On! S.OO 0 ss .0.20 0.17 .0.2~ .013 0 Sl 0. 11 011 0.72 003 .001 0.09 .oos 0 11 OliO 012 .Oil 006 oo.s .() 26 0.39 000 .0.06 002 

P..w A!nCI lnsurancc Ltd On! 
S.OO 0.91 .0.05 .0.11 -0.38 -O.o7 0~ 0. 18 0.19 (113 0.0 -0. 16 -030 007 0 21 0 ll 025 001 

.001 0. 16 0.10 .()().I -0.31 -0. 19 O.ol 

Swxbrd Cbanen:d Bank Lid 
Oni.S.OO 0.06 0.01 O.IS -0.06 0.13 020 OJO 0.56 ~~~ -0().1 .C27 0().1 -001 -00) Oil OOit 00) 

.009 0.41 -OU -001 .002 0.22 0. 10 

Alhi Rhtt Mimna Ord S 00 n ss All .001 .011 Oll 004 -41~ 0.11 .011 OIJ n 21 000 114 O.SS on .() 10 .0.07 .0.0) .Oll 003 0 10 OJ6 0.21 024 

B.O.C KCD)1ll.ld On! S 00 0.38 -0.27 .0.07 0.10 .006 .0.26 000 000 004 .cos 0.03 Oll 041 051 on O~l 0~ .006 .009 .007 022 004 (){11 010 

Bamburi CcnlCtll l.ld 0n1 
.s.oo .() 21 011 0 Ill oos .() 17 oo.s .0.21 .018 .004 0. 13 OlJ 099 0.18 0~9 on 1124 .() 20 .()" Oo& 017 002 026 0 If 00) 

BriiJ.Jh Amcrlclln Toba=o 
_!Cen)1l Lid OniiO.OO 018 -0.04 0 29 .() 10 .001 .C06 .om 004 .001 00) 014 001 Ol9 0 31 09.2 OSI .015 .o to .(!OJ llOl liDS 007 .OM .001 

d ln\l:Simc:n l.ld 
OniSOO ou .Ol7 0011 .() 17 001 016 .02~ .001 006 .001 .003 069 0 1S OJS o~• 014 o .. .oot ODS .()1)6 011 .00' oar. 00& 

Crol<11 8crlu l.ld 0111 s 00 016 0 20 .007 .()I$ .007 .029 004 ODS 0011 .() 17 0~ 01) 019 I OS 091 004 009 .0 II .021 012 000 006 •01 .. 010 

Dunlop Kcn.a Old s 001 
014 -Gil 006 .001 o.n 000 .()Jl Ol}'ltlpb Cl!pllal Holdlll~ l.ld 025 .006 0.00 .00'1 .Oll (100 .oos 0 14 0~ .oo.s 000 000 o_oo 01& 041 109 .0 ,, 

E.A Cables LW Ord s 00 ll.$1 .() 16 Oll .ou.s 0 21 .001 .001 .OOb .024 002 019 001 ..OCJ! o 1a 000 014 04> 0611 .<II'IJ 06t 009 •1." .00~ om 

E. A.l'lmiAnd CCIIICIII Ltd Ord 
.soo .() 14 013 001 .()06 004 .() 10 .0.~ oas .013 013 006 01)1 Ill 0~ 0 51 .017 .009 .00'1 .004 00~ _:_C_lO_ 091 OOl ooe. 

EaJ1 Afr B~cncs l.ld 
OniiUOO ~Ob ooa CUI c 19 001 (II) 004 011 006 021 0.11 017 O~l Oll 050 on 00.~ ~01 Ott .OM ,(11(1 0 ) j .tl§l .til» 

Fircstooc East AJnca IJd Onl 
_HCI/~INQ' EA Lld 010 007 .OOJ .00-1 .030 .006 .001 009 001 Oll .001 on 

0 ·~ 030 .oos 001 ~01 .009 ou on ~u o-.. 011 010 

Kon\-a 0.1 Co Ltd OniS 00 U6 ooa .001 0~9 027 0 ll .007 ooa 091 on 011 032 OI'J O.S9 056 ow .01!1 Oll ~04 01' 006 ,071 OIO ocn 

Kc.n)-a Po et .t LlJbt~~~& l.ld 
Ord 2000 II$ ~~ .() lj .00'1 002 .0!& .017 .O.ll .0~1 .014 .Oll LS7 0.16 Ott 0 lS 0 )I 0~_ ~01 .()Ol 007 .tiC& OJ6 0.26 _.001 

TOIJII Kenya l.ld Ord S.OO .() 10 010 O.ll .00) .()20 .039 ~.36 010 .024 .019 o.ss ou on 029 010 00~ 001 .() 10 .OOJ .. 104 001 011 .OOt 000 

Unga Group l.ld Ord 5.00 0.82 -0.39 .003 .001 .()30 .0.20 .on 0 ss .() ., O(IS 039 .() 12 O.i4 067 O.Sl .00~ .ooa .009 .()It .a 10 OCII O'JO .ooa 006 

NSEINDEX 011 .009 000 .003 .()().I .oos .() 14 .001 .Oil .ODS .0.04 OJI 0.11 Oll Oll 
0 ·~ OM .002 002 Oil one. 030 .00~ 004 
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· nt r 

Table 9: Variable for the Regre ion 

a Tolerance = .000 limits reached. 
b Dependent Variable: MARKETIN 

Adjusted R td. rror 
Model R R Square 

1 l.OOO(a) 1.000 

Table 10: Model um rnar 

a Predictors: (Constant) INDU, CAR 
FIRESTON SA INI, KPLC KAKUZI 
TOTAL KCB, UNGA 
b Dependent Variable: MARKETIN 

I urn of 
Model Squares 

l Regressio .446 
n 
Residual .000 

Total .446 

Table 11: Regr e ion An ova Anal s1 

Square the Estimate 

1.000 

B 0 0 , FC, BK 
M , N8K NIC ABL 

df Mean Square 

23 .019 

0 

23 

a Predictors: (Constant), INDU, CARGE 880 0 CFC CBK 
FIRESTON, SASINI KPLC KAKUZI CMC N8K NIC EABL 

TOTAL, KCB, UNGA 
b Dependent Variable: MARKETIN 

64 

Durbin-
Watson 

2.338 

NOL, NMG, JUB IL I 

CHUM! H CK BAT PANAFRI 

F Sig. 

.(a) 

NOL, MG JUBIL 
CHUMI HFCK BAT PA AFRIC 



BBO 
KAKUZI 2 
REAVIPI 2 

1 24 
CARGE 24 
CMC 24 
KE YAAIR 24 
MARSHALL 24 
NMG 2 

24 . 4223 
Ml 24 .05 37 

BBK 24 .0 518 
CFC 24 . 5427 
DB K 24 . 746 . 5752 

HFCK 24 . 767 .05837 

lCD 24 .0479 . 3 49 

JUBIL E 24 .1096 .28 75 731 

KCB 24 .29842 .0 91 

NBK 24 .40865 

NIC 24 .24517 
p AFRI 24 .32557 

CBK 24 . 18626 

ARM 24 .35474 

BOC 24 .21791 

B URI 24 .27415 

BAT 2 .23962 .04891 

CARBA f 24 .25498 . 5205 

ROWNBER 24 .31169 62 

D LOP 24 .28270 .05771 

E ABLE 24 .3 69 1 .0793 

EAPORTLA 24 .39530 .0 0 9 

EABL 24 .22140 

FIRE TO 24 .18035 

KENOL 24 .31504 

KPLC 24 .47559 

TOTAL 24 .0188 .22943 

UNGA 24 .0717 .37071 

AGRI ULT 2 . 3 2 .14723 .030 5 

COMMEC E 24 .0767 .16513 .03371 

FININV 24 .0950 .1 2 0 .03731 

INOU 24 . 1242 .19294 .03938 

MARKETIN 24 .0504 .13933 .02844 

Table 12: Descriptive 
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d 
880 D .706 
KAKUZI .421 
REAVIPI 2.252 23 
SA INI .243 23 
CARGEN 1.173 23 .2 3 
CMC 1.570 23 .130 
KENYAAIR 2.151 23 2 
MARSHALL .938 23 1 .358 
NMG 1.447 23 .161 I .2 24 
TPS ERE 2.348 23 .028 11 .1865 
UCHUMI -.367 23 1 .717 -.0196 -.1300 .0908 

BBK 2.546 23 .018 .0896 .0168 . 1624 

CFC 2.357 23 .027 .1279 .0 157 .2402 

DTBANK 1.297 23 .208 .0746 -.0444 .1936 

HFCK 1.3 13 23 .202 1 . 767 -.0441 .1974 

ICDC 1.213 23 .237 .0 79 -.0338 .1296 

JUBILEE 1.912 23 .068 .1096 -.0090 .2281 

KCB 1.621 23 .I 19 .0988 -.0273 .2248 

NBK 1.753 23 .093 .1463 -.0263 .3188 

NIC 1.773 23 .089 .0888 -.0148 .1923 

PANAFRIC 1.498 23 .148 .0996 -.0379 .2371 

SCBK 2.181 23 .040 .0829 .0043 .1616 

ARM 2.100 23 .047 .1521 .0023 .3019 

BOC 2.005 23 .057 .0892 -.0029 .1812 

BAMBURl 1.832 23 1 .080 .1025 -.0133 .2183 

B 2.062 23 .051 .1008 -.0003 .2020 

CARBA ID 2.049 23 .052 .1067 -.0010 .2143 

CROWNBER 1.657 23 1 .1 I 1 .1054 -.0262 .2370 

DUNLOP 1.278 23 .2 14 .0738 -.0456 .1931 

EACABLE 2.400 23 .025 .1904 .0263 .3545 

EAPORTL 2.029 23 .054 . 1638 -.0032 .3307 

EABL 4.232 23 .000 .1913 .0978 .2847 

FIRESTON 1.675 23 .107 .06 17 -.0145 .1378 

KENOL 4.795 23 .000 .3083 .1753 .4414 

KPLC 1.339 23 .194 .1300 -.0708 .3308 

TOTAL .400 23 .693 .0188 -.0781 .1156 

UNGA .947 23 .353 .07 17 -.0849 .2282 

AGRICULT 1.303 23 .205 .0392 -.0230 .1013 

COMMECSE 2.275 23 .033 .0767 .0069 .1464 

FININV 2.546 23 .01 8 .0950 .0178 .1722 

INDU 3.153 23 .004 .1242 .0427 .2056 

MARKETIN ] .773 23 .090 .0504 -.0084 .1093 

Table 13: One Sample t-te t 
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COVARIANCE 
BBOND 0.008801 
KAKUZI 0.016838 
REA VI PI 0.016619 
SASINI 0.009662 
CARGEN 0 008316 
CMC 0 020746 
KENYAAIR 0 020389 
MARSHALL 001619 
NMG 0 021503 
TPSSEREN 0 016227 
UCHUMI 0 023359 
BBK 0.014785 
CFC 0.016555 
DTBANK 0.014153 
HFCK 0.029995 
I CDC 0.015103 
JUBILEE 0.017565 
KCB 0.028584 
NBK 0.025364 
NIC 0.022963 
PANAFRIC 0.018684 
SCBK 0.010663 
ARM 0.024436 
BOC 0.020878 
BAMBURI 0.024016 
BAT 0.017951 
CARBACID 0.024029 
CROWNBER 0.020138 
DUNLOP 0.017876 
EACABLES 0.024088 
EAPORTLA 0.022283 
EABL 0.019745 
FIRESTON 0.012849 
KENOL 0.019618 
KPLC 0.048544 
TOTAL 0.017436 
UNGA 0.029333 
MARKETIN 0.01298 
AGRICULT 0.012980 
COMMECSE 0.018104 
FIN INV 0.019492 
INDU 0.022881 

Table 14: Co ar iance with the Market 
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CORREL.AT1ION 
BBOND 0.473557 
KAKUZI 0.556309 
REAVIPI 0.53714 
SASINI 0.510325 
CARGEN 0.289587 
cMc 0.515429 
KENYAAIR 0.421388 
MARSHALL 0.386061 
NMG 0.57291 4_ 
TPSSEREN 0 591569 

--~---

UCHUMI 0 673888 
BBK 0 645737 ·-CFC 0 466867 
DTBANK 0.377927 
HFCK 0 787115 
I CDC 0.586529 
JUBILEE 0 472703 
KCB 0.720867 
NBK 0.465908 
NIC 0.70365 
PANAFRIC 0.431 742 
SCBK 0.430564 
ARM 0.517802 
BOC 0.719045 
BAMBUR/ 0.66068 
BAT 0.560957 
CARBACID 0.708498 
CROWNBER 0.485339 
DUNLOP 0.476292 
EACABLES 0.4664 
EAPORTLA 0.424211 
EABL 0.666596 
FIRESTON 0.537797 
KENOL 0.468054 
KPLC 0.76827 
TOTAL 0.572458 
UNGA 0.595258 
MARKETIN 1.000000 
AGRICULT 0.663333 
COMMECSE 0.828817 
FININV 0.797026 
INDU 0.895669 

Table 15: Correlation with the Market 
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