FINANCIAL MODELLING WITH EXCEL
Introduction

You have been asked by your manager to carry out a statistical analysis of the data on a FTSE100 company that operates an airline business specialising in cheap no-frills flights. The monthly data between 1 January 2001 and 1 July 2015 on the share price of the company and also FTSE100 is provided in the file ‘Financial Modelling Data. You need to carry out the analysis on Excel as instructed below.
Instructions

a. Rebase the series and calculate the appropriate returns for each of the series. 
b. Produce the logarithmic returns for the rebased series for the share and the index.
c. Calculate the basic statistical measure for each return series. 
d. Produce graphs of the returns for the share and the index and comment on your graphs.  
e. Produce a histogram of the share returns and the index returns and comment on their shape. 
f. Produce a scatter diagram of the share returns against the index and calculate the correlation coefficient between the two. Comment on your results. 
g. Examine more closely the relationship between the share price returns and the index returns by carrying out a regression analysis and estimating the parameters of the regression model. 
h. Explain the connection between your regression model and the CAPM model and interpret your regression coefficients and other regression results in terms of the parameters of the CAPM model. 
i. Comment on the validity of your estimated regression model. 
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