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1 Introduction  
The purpose with this chapter is to introduce the problem background, the problem and the 
overall purpose with the study. We talk about today’s financial crisis as a reason to look back 
to the IT crisis during 2001 and 2002. The fact that is already has happened makes it possible 
to gather information and study those.   

 

1.1 Financial crises  
The economic development with the world wide crisis has been dominating the financial 
community during the last 12 – 18 month. Therefore we do not see any other way but to look 
deeper into the crisis that is taking place today.  

 “Sure as night follows day, the housing boom has now morphed into inevitable credit 
crunch”.1 The securitization of Subprime mortgages combined with declining housing prices 
has created a crucial situation for world wide economy. During 2008 we experienced an 
unbelievable situation. The biggest financial institution like investment bank Lehman 
Brothers that has been operating since 1850 went bankrupt during periods of months or 
maybe even weeks. That generated a tough situation for the companies around the world.  

Fear became the dominated word in the financial word. The cost of lending rose dramatically. 
The TED spread, also known as US Treasury-Bill, the spread measures the premium on for 
example Eurodollar deposit rates relative to the US Treasury.2 rose to historical highest levels 
when the Interbank Rates rose substantially in the summer 2008 at the same time as 
significant withdrawal of funds by investors have taken place. 

                                                 
1 Cooper.G. (2008). p.3 
2 Ferson,Wayne,E. Harvey Cambell.R. (1993). p527-566 
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Table 1.1 Global Ted Spread 3 years 1 

 

TED spread indicates high insecurity and low level of liquidity which creates a strong move 
from risky assets to more stable, low risk financial assets. Stocks exchange market is viewed 
as a very risky asset.  Therefore many investors choose to continue to sell stocks and/or move 
either to liquid assets or to interest rate market.  

Current economic conditions with expected cyclical slowdown as follows will lead to deeper 
studies in many areas within financial structure. Therefore there are many interesting subject 
around the economic development that could be investigated during our bachelor thesis. The 
situation today offers many questions around the future economic development as well as 
stock performance, the depth of the slowdown and of course around the structural change that 
we are about to face going forward. However we believe that there are more urgent topics that 
should be addressed.  

 

1.2 Stock market  
During the whole period of the slowdown the stock exchange has performed very poor 
reflecting the uncertainty of future economic situation. The weak performance started in May 
2007 and still takes place today.   

The major liquidity crises during 2008 lead to a further 15% drop on Swedish Stock Exchange 
contributing to a total loss of around 40% from the beginning of the Subprime mortgage 
crises. As a result many Blue Chip companies lost substantial part of their corporate value. 
Some companies may have experienced exaggerated loss, some will decline even more. At 
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this stage we do not know where the stock market will move from here. However we find the 
progress on the stock exchange as a substantial part of the global economic structure.  

 

1.3 Problem background  
Individual and pension saving, companies’ capital obtaining as well as the securities for 
loans/mortgages are all directly or indirectly related to the stock market. We see now that 
more some pensions have declined by 50% as a result of the stock market drop. Bank loans 
for many companies are now not available while the decline of the stock market has made 
stock market obtained capital very expensive. This puts further pressure on the economy and 
makes the recovery period much longer.  

We will see stock market recovery prior the economic one. People’s perception of wealth is 
closely related to their savings and their perception plays a major importance for the 
economic growth especially in the US where the consumer spending plays a most important 
role for country’s growth. Therefore it is crucial for mutual fund and pension asset managers 
to perform well during the positive stock market momentum.  

It will be essential to predict which companies will experience the strongest performance from 
the bottom quotations. There are many variables that a manger can choose to look at. We 
believe that there may be a difference between the over performing stocks past a global 
recessions vs. the out performing stocks during normal conditions. The study of Dahlstedt.J, 
Engellau.O(2006), found that High Dividend yielding stocks produces positive abnormal 
returns in general. On the other hand, the tax effect give these stocks a disadvantage compared 
to other. Therefore they could not reject the null hypothesis of no abnormal returns. Another 
recent study by Davidsson.J, Lilliehöök.J (2008). Aimed to construct two trading strategies 
with the purpose to generate abnormal returns. There are plenty of studies discussing possible 
investment tools and strategies. As a result we aim to investigate different valuation models 
and other aspects that could have an impact on the stock performance after the global 
slowdown in order to find the best performing stocks.  

 

1.4 Different valuations  
“There is no single correct strategy for valuing the stocks, a fact that that has sparked heated 
debate over which stocks represents attractive values”3. This is the heart of our problem. 
Different methods of stock valuations do not lead to same stocks during the stable markets 
and it is even harder to locate attractive stocks during and after the recession periods.  

During the period of uncertainty “it is a simple analysis of valuations that forms the bedrock 
for the bull case on the stock but the bear take the view that there is a lot more negative news 
to come and that corporate earnings’ forecasts have much further to fall as the pain spread 
from the banking sector to other parts of the economy”4.  

                                                 
3 Down Theory forecasts. (2007)  
4 Yeadon,A. (2008). p 38   
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Intrinsic Value calculations such as DCF (Direct-Cash-Flow) and EPS/Bond yield project 
often a better understanding of the companies’ value. However during the period of instability 
those calculations should be used to substantially lees “since most of the calculations involve 
the use of estimates, intrinsic value is itself a very rough estimate”5.  Therefore we are not 
going to look on the more complex valuation method during our research but rather 
concentrate on the kernel of the valuation.  

“Whiles most agree on the set of potentially relevant variables, including dividends, earnings, 
earnings growth rates, inflation rates, discount rates and P/E ratios many investors do not have 
a good grasp of the relative importance of these variables over time”6. This is a major part in 
the valuation that can be forgotten. Together with different investment conditions during the 
recovery period it can create tough prerequisites in order to predict the development of 
different stocks.  

The asset managers meet problems where the only intrinsic valuation based decisions do not 
result in returns above the stock market. So what variables or valuation methods should 
investors concentrate on for attractive returns after weak stock exchange performance?  

 

1.5 Problem 
There are many alternative valuation methods, P/E being the most common, as well as other 
aspects such as company’s industry. However there are no roles or/and suggestions how to 
find outperforming stocks post the recession.  

As a result of the discussion above, we formulated the problem of our research:  

• What are the most useful techniques to indicate the stocks that will outperform the 
market 12 month post the recession period?  

 

1.6 Purpose  
The purpose is to find out which method(s): P/B, EV/EBIT, level of debt and so on, will offer 
investors the highest returns on the investments post the recession period based on the 
example of the IT crisis of 2000/2001. As a result of the research we aim to recommend a 
method in how to find outperformance based on the received data.  

1.7 Study delimitations 
The  gathering of  data came from the Swedish OMX Index, this mainly because of  the good 
and reliable access we had to it.  

                                                 
5 Down Theory forecasts. (2007) 
6 Jones,P Charles. Lundstrom,L Leornard. (2006). p. 31  



 - 8 -

1.8 Disposition 
Our paper is organized as follows. Chapter one introduced the background information of the 
problem, the problem itself and purpose. Chapter two presenting prior research as a base for a 
study. Covering investment managements and so on.  Chapter three discusses our 
philosophical approach as well as the concepts of validity, reliability and generalization. 
Chapter four describes known theories concerning the subject and other important theories to 
enhance the understanding. Chapter five explains how we conducted our research i.e. our 
practical approach method. Chapter six presents our empirical findings. Chapter seven puts 
our empirical findings and ties the not with discussed theories. Finally we end with Chapter 
eight summarizing and discussing results as well as a discussion concerning the concepts of 
validity, reliability and generalization.  
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2. Prior Research 
The purpose with this chapter is to give the reader more background understanding of our 
choice of topic and theory.  It will also point out the ongoing and actual research being made 
on this area. Those who are interested in investment management or more specifically 
portfolio management will enjoy this chapter. 

 

Gustafsson,D. Palm,J. (2006).The purpose with the study was to examine weather it is 
possible to earn positive returns at the Stockholm Stock Exchange by choosing a portfolio 
consisting low P/E ratios. They created two portfolios covering the period between 1991 and 
2004. They conducted a significance test to see if there is a so called P/E ratio effect. They 
could with a 95% probability say that a P/E effect does not exist the Stockholm Stock 
Exchange during that time. Yet, it was possible to detect abnormal returns at periods after the 
IT crisis, fall 2002 and 2003.    

Another study trying to find possible ways to generate abnormal returns is the one of 
Dahlstedt,J. Engellau,O. (2006). They examine weather “Dogs of the Dow” an investment 
strategy is useful in the Nordic Region. The interesting with the strategy is that it is based on 
dividend yield as the signalling effect which lead to positive returns. The results showed that 
High Dividend yielding stocks produces positive abnormal returns in general. Then again, the 
tax effect give these stocks a disadvantage compared to other stocks. Therefore they could not 
reject the null hypothesis of no abnormal returns.    

The study of Wingård,A. Viklund.E. (2007). Here the authors explore the usefulness of two 
“simplified accounting based valuation models; the simplified residual income and simplified 
abnormal earnings growth models”. The data was gathered from the Stockholm Stock 
Exchange Large Cap Lsit. They managed to conclude that the models are useful for old, large 
and already mature in its operations. Moreover they found the simplified residual income 
valuation model to be more useful on more companies than the simplified abnormal earnings 
model. ( CAPM used in theory).  

Davidsson,J. Lilliehöök,J. (2008).  The purpose is to develop a valuation model and “two 
trading” strategies which can generate abnormal returns. The data sample was taken from the 
S&P 100 from 1988 to 2007. Here they could conclude that is was possible to make abnormal 
returns when using CAPM at 7,5% and 6%, Three Factor Model at 5,8% and 7%, a “36month 
Market Adjusted Buy and Hold zero hedge portfolio” at a level of 26,3% and 40,3%. Their 
result is according to them indication that the fundamental valuation is not fundamental 
enough.  

Edsinger,M. Stenberg,C. (2008). The aim with this research was to compare the “practical use 
of the DCF with the theoretical recommendations”. Using eight different DFC models carried 
out by American, European and Nordic Investment banks on the Swedish retail company 
Hennes & Mauritz (H&M). The inconsistency between the model and theory is significant, 
however the data was not extensive enough making it a bit unreliable. The conclusion was 
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however that the DCF model is being used as a tool to motivate investment recommendations 
rather than deriving correct theoretical value.  

Some of the studied might not be as closely linked to our research as we whished, yet still all 
important contributors when in comes to looking at theories and other possible models that 
helps investment managers to take their investment decisions.  
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3 Research Method and Philosophical Thinking 
The purpose with this chapter is to explain why we chose to conduct a quantitative research 
approach and further discuss our philosophical thinking and our background and how this 
might affect our work when choosing and evaluating our data. Validity, reliability and 
generalization concepts are presented as well. 

3.1 Standpoint 
This thesis is part of what is called Finance or more narrower, investment management. As 
one of us is already working as stock adviser for a known bank, it was commonsense to take a 
advisers point of view. The thesis is aimed to those who find investment management 
interesting and are searching for knowledge or recommendations in different ways to improve 
their investment approaches.   

3.2 Our research Strategies 
Research methods are usually divided into two types: quantitative and qualitative. We are 
here focusing mostly on quantitative. So, what does quantitative research mean? We found a 
quite good definition in  Muijins.D (2004) book where he explains the method as following:  

“Quantitative research is; explaining phenomena by collecting numerical data that are 
analyzed using mathematically based methods (in particular statistics)”.7  

As we can out read from the definition we need numerical data (in this case our P/E ratios, 
P/CF ratios and dividend yield ratios collected from Swebanks information system) in order to 
mathematically by using Statistical programs like  Excel analyze it so that we can discuss the 
phenomena out rising from our test results. 8  

A qualitative research aims to collect data but not necessarily numerical and it cannot 
therefore be statistically analyzed it emphasizes on words and interpretation and therefore not 
really appropriate for our study consisting of pure numerical data.9  

There are two known scientific approaches/reasoning; deductive and inductive. Shortly, the 
deductive approach starts from already existing theory or assumptions and deduces one or 
more hypotheses that are subjected to several empirical reviews. The inductive approach starts 
with more practical observations/results hopefully resulting in a new theory. 10   

The meaning with our study is to present the strongest tool to which can improve investor’s 
returns in the future during an economic downturn. We aim to search for the best way 
possible in a volatile economy by observing existing data and searching for the best 
combination possible comparing it to existing literature about the subject. We found that the 
deductive approach suitable for our study.  

There are three known research paradigms; positivism, post-positivism and interpretivism. 
Positivism is seen by many business researchers as the way to explain, describe what being is 
                                                 
7 Muijins,D. (2004) E-book. p.1 
8 ibid p.2 
9 ibid p.1 
10 Bryman,A. Bell,E. (2005). p. 23 
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research with an objective point of view. It has also been dominating business and 
management research for quite some quite some years but some argue that we are now going 
for a more interpretative approach, which instead of explaining it tries to understand what is 
being studied.11 

It is impossible to neglect the influence of our background when writing this thesis. We have 
both studied natural science in upper secondary school and believe strongly in explaining an 
event by testing it and on the basis of our results making conclusions. However our business 
studies at Umea Business School and abroad makes it difficult to stay completely objective 
and therefore hard to know if we are completely positivist or interpretative. Despite this we 
ought to say that we are following a more positivistic philosophy when analyzing our data.   

3.2 Validity, Reliability and Generalization 
The decisions taken in the chapter above will determine to some extent how we will approach 
to validity, reliability and generalization. It will also affect how we view at these concepts, 
this discussed in later chapters.12  

A study is valid when the problem statement is being correctly solved, in other words, is the 
right statistical test being used to give us the answer we are looking for? According to the 
literature there are four types of validity, only three are mentioned. These are internal validity, 
external validity, and reliability. When carrying out a quantitative research it is common to 
want to measure the level of the internal validity. by for example looking at the causality. 
That is, looking at how much the independent variable is responsible for the variation in the 
dependent variable.13 

 The external validity looks at how transferable results can be into another context and if they 
could be relevant in other situations.14  

How reliable is a study? Will the results be the same if the test was repeated or if someone 
else conducted it. The literature states that in a quantitative study reliability is actually about 
the strength of the measure and whether the results are free from free random errors. 15 

Generalization stands for “ the extent to which you can come to a conclusion about one thing, 
based on information about another”16. However this is not always the issue with research and 
a proper question could be weather the study needs to be generalized at all? 17 

These concept help to convince readers that a study is trustworthy. We modified Quinton,S. 
(2006) suggested checklist to asses our own study. Listed as follows; 

                                                 
11 Quinton,S.(2006). p 17. 

12 Quinton,S.(2006).p.125 
13 Quinton,S.(2006).p.127 
14 Quinton,S.(2006).p 129 
15 Quinton,S.(2006).p 129-130 
16 Quinton,S.(2006).p.132 
17 Quinton,S.(2006).p. 132 
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1. Did we actually research what we said we would do in the problem and purpose 
statement? 

2. How accurate is our data collection?  

3. Is there any bias in our assumptions or in the design of the research or in the data 
collected?  

4. Where our methods appropriate for the topic? 

5. Have we really provided a clear and logical explanations about how we went about 
our research so that someone else can replicate it? 

6. How would we do it differently if we were to conduct the research again? 

 

3.3 Choosing suitable literature 
Striving for the right direction requires good and suitable literature in all its forms (books, 
articles, and internet) otherwise we will write a thesis without a somewhat firm basis. We first 
started searching for similar studies at Uppsatser.se (www.uppsatser.se); an all access 
database for Swedish bachelor and master thesis. We first read the abstract and if the thesis 
was similar and interesting enough we read them and looked at their used literature and article 
sources. We then continued using Umeå University’s library’s database called SAMSÖK that 
includes articles and information from Business Resource Premier, Emerald Fulltext and 
Libris Websök. We also used Ebrary when searching for books about stock valuation and 
basic finance. Some of the key words used for search where; 

Valuation models; stock valuation; recession; stock exchange development; investment during 
recession; multiple valuation; P/E ratio and CAPM: recession and stock market performance 

 We read the abstracts and made our choice up on how close they came to our subject. We 
also used an electronic journal called “Electronic Journal of Business Reseach Methods” 
when searching for information and current discussion concerning scientific methods and 
approached.  

We also used searching engines like Scholar.Google and Investopedia.  

In addition one of the writers has already conducted financial studies and had some 
knowledge about what we could use for literature for our study.  

3.4 Choice of Theory 
There are plenty of strategies and tools in the world of finance. The study is based mainly 
based in theories that we come across  in similar studies, those already mention in Chapter 2 
Prior Research. It was common to include chapter explaining for example Market Efficiency 
Theory, Capital Asset Pricing Model or Price to Equity ratio. We also had a discussion with 
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our tutor who gave us the advice to include Momentum and Contrarian Investment strategy’s. 
The choice of fundamental investment tools came mainly from what we studied before during 
our first years of business studies where our basic literature consisted of Nilsson,H. 
Isaksson,A. Martikainen,T. (2002) who covered fundamental analysis and business valuation 
methods.  Some of the investment tool choices came from what is commonly used when 
taking investment decisions in Swedbank.  



 - 15 -

4. Theory 

This chapter is meant to introduce some known portfolio management- and stock screening 
strategies. It will describe what an efficient market is as well as define some of the most used 
market price multiples. It will shortly mention the Capital Asset Pricing model as well as the 
Discounted Cash Flow model. 

4.1 Market Efficiency Theory  
The market efficiency theory was discussed in several of the studies discussed in Chapter 2 
Prior Research (e.g.Davidsson,J. Lilliehöök,J. (2008) ) . This theory is one of the most studied 
and criticized in economics and also very misinterpreted. Some argue that the market is 
inefficient with an irrational behaviour. However, the literature argues that even if the market 
could be inefficient some analyst and investors still act as if the market were efficient.18 

What is an efficient market? There are simple explanations as well as more elaborated ones. 
According to the literature “a market is efficient if new information is quickly or 
instantaneously reflected in share prices”19 or as Fama.F states when “prices fully reflect all 
available information”20. Yet another definition is the one given by Jensen (1978); “prices 
reflect information to the point where the marginal benefits of acting on information (the 
profits to be made) do not exceed the marginal costs”.21 Others say that the market is efficient 
if investors cannot “consistently” bring in positive abnormal returns. Consistency here implies 
that investors must be able to create or develop an outline in which they have the expectation 
of defeating the stock market. Abnormal returns is according to the literature the “difference 
between the actual return on the investment and the return that would be necessary to 
compensate the investor for the level of risk associated with the investment”22. Investors 
might get lucky and earn positive abnormal returns but this cannot happen consistently if the 
market is efficient, no matter the information available.23 

As mentioned earlier there are those pro and against the market efficiency theory. For 
example, an investor discovers a misprices stock or inefficiency in the market. The natural 
reaction would be to take advantage of the situation and hopefully earn positive returns. This 
will eventually affect supply and demand in the market so that the mispricing or inefficiency 
would rapidly disappear.24 

Those who are against argue that it would not be any advantage in conducting research on 
assets; the cost would instead lead to negative abnormal returns. However, suppose that no 
stock investment manager conducted research, the prices would soon fall making it profitable 
to conduct research again. Some researchers argue that there must exist a balance in which 
markets are inefficient enough so that it is profitable to conduct research on assets. Another 

                                                 
18 Copeland,T. Koller,T. Murrin,J. (2000). Ebook.  p.85-86 
19 Ibid  p.85-86 
20 Fama.E. (1991).  
21 Ibid  
22 Hoover.S. (2005). P.34-38 
23 Ibid p.34-38 

24 Ibid p.34-38 
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argument against market efficiency is given by Robert Haugen, the author of The new 
Finance: The case against Market Efficiency. He found empirical support showing that 
markets are “slow to overreact” to be more precise; markets move to slow when processing 
and interpreting information and when they do move, they are more likely to push prices too 
far.25 

The Market Efficiency Hypothesis (EMH) as never really been accepted in Wall Street. It 
throws all the work done by portfolio managers into the trash can. Implying that all efforts to 
find undervalued stocks is a waste of time and expensive for clients because someone has to 
pay. That is way the debate concerning EMH is far from over.26  

 

4.2 Discounted Cash Flow Model (DCF) 
The DCF model is usually mentioned in financial theory books but rarely used in its pure 
form in real life27. This was also understood in the study by Edsinger,M. Stenberg,C. (2008) 
who found the DCF model is being applied as a tool to motivate investment recommendations 
rather than deriving correct theoretical value.  Even thought its purpose is to simply estimate 
the cash that investors would receive from an investment and to regulate time value of money, 
it is more common to use a simplified form of the model.28  However we found it crucial for 
our study being a very important part of understanding valuation of stocks.  

The model is an “internal, absolute valuation model” that is seeking to find the value of a 
stock rather than reflecting if it is good or bad compared to other stocks. This by examining 
the internal activities and cash flows of the firm.29 The model is based on the assumption that 
the income statement does not capture the actual cash flow of the company and must therefore 
be submitted to several adjustments30. 

The equation is as followed31; 

 
The DCF models are also build upon the assumption that the “value of a share of stock is 
equal to the present value of the cash flow that the stockholder expects to receive from it”32. 

It is important to notify that the equation reflects the company’s cash flow excluding cash 
flows related to financing, discussed later in the chapter.  

                                                 
25 Hoover.S. (2005). P.34-38 
26 Bodie.Kane.Marcus. (2006). p.384 
27 L,Erik.  Lie,J Heidi. (2002). p.44 
28 Elton,E. Gruber,M. (2007). p.442 
29 Hoover,S. (2005). p.330 

30 Elton,E. Gruber,M. (2007). p.445 
31 Investopedia, search Discounted Cash Flow Model, 9 Feb 09 
32 Elton,E. Gruber,M. (2007). p.443 
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The model is build upon the premises, that we can determine the value of the whole company 
by calculating the present value of the expected cash flow and subtracting the values of debt, 
preferred stocks and ESOs (Employee Stock Options); resulting in the company’s stock 
value.33 

There are two ways of approaching the DCF model. The first one is more popular than the 
other, nevertheless interesting to know about.  

The more popular approach consists of forecasting all the cash flows excluding dividends, 
interest payments, cash obtained from investors along with the tax effect of those payments. 
Those cash flows are then discounted (also known as unlevered free cash flows) with the 
company’s weighted average cost of capital (WACC). The equation illustrated above.34 

In the second approach the author explains; that they forecast all the cash flows excluding 
those related to the company’s common stock, to be more precise the common stock 
dividends. They later discount that cash flow called levered cash flow with the company’s 
cost of equity instead of using as earlier, the WACC.35 

Again, the utilizing the DCF model is in real life much more complicated than explained 
above. For instance it is difficult to forecasting dividend payments as well as debts correctly. 
Debts are normally replaced with new debts and so on. Another difficulty mentioned in the 
literature is the selection of forecast periods.36  

For a more practical example see Appendix 2. OBS! The payments to investors are in real life 
not a constant percentage of the amount invested as given in the example.  

 

4.3 The Capital Asset Pricing Model (CAPM) 
The study of Wingård,A. Viklund.E. (2007) mentioned this model in its theoretical 
framework. The model is a pricing model that helps to theoretically calculate the required rate 
of return of on asset. One of the assumptions is that the market is in equilibrium i.e. supply 
equal to demand. The model has been and still is influential in the world of finance37. It helps 
to make decision concerning hedging and whether or not to diminish risk38 

The CAPM is actually a risk and revenue model and used to calculate expected returns for a 
company39. The model is more advanced and complicated but there is a more simplified 
model which has to undergo several assumptions to be useful, those are as follows;40 

1. “All investors have a wealth that is smaller to the total wealth of all investors. The 
perfect competition assumption”41  

                                                 
33 Elton,E. Gruber,M. (2007).  p.331 
34 ibid p.331 
35 ibid p.332 
36 ibid p.333-335 
37 Bodie.Kane.Marcus. (2002). p.236 
38 Buehler,K. Freeman,A. Hulme,R.(2008). p92-100 

39 Nilsson,H. Isaksson,A. Martikainen,T. (2002). p.227 
40 Bodie.Kane.Marcus. (2002). p.237 
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2. “All investors plan for one identical holding period. A short sighted behaviour”42  

3. Investments “are limited to a universe of publicity traded financial assets, such as 
stocks and bonds, and to risk-free borrowing or lending arrangements”43.  

4.  “Investors do not need to pay any taxes on returns nor transactions cost on trades in 
securities”44  

5. All investors are “rational mean variance optimizers”45 

6. All investors “analyse securities in the same way and share the same economic view 
of the world”46. Resulting in identical estimations of future cash flows from there 
investments.  

 

Observe that these assumptions are not real however they make it possible to understand how 
security markets function47. 

A more practical explanation of the CAPM is given by Nilsson,H. Isaksson.A and 
Martikainen.T (2002) in their book “Företagsvärdering-med fundamental Analys”. They 
explain that CAPM has a linear relationship between the expected return on a company asset 
i.e. dividends and stock price changes and risk. The relationship illustrated in Figure.4.3: 

Figure 4.3 CAPM  

The vertical line represents the expected return E( r ) and the horizontally line stands for the 
assets risk β(beta). The β value indicates the variation of the revenue in relation to the market 
portfolios revenue. The market portfolio is symbolized by rm and the risk-free rate by rf. The 

                                                                                                                                                      
41 Ibid p.237 
42 Ibid p.237 
43 Bodie.Kane.Marcus. (2002). p.237 
44 Ibid p.237 
45 Ibid p.237 
46 Ibid p.237 
47 Ibid p.237 
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market portfolio include all “traded assets” in an economy i.e. stocks48. As we analyse the 
Figure 1 we can se that the taking of higher risk is closely related to a higher expected return. 
The line explaining the relationships is called the Capital Market Line and demonstrates the 
linear relationship linking higher expected return with higher risk taking.49  

The model is toughly criticized by Fama and French that in 1993 found that the CAPM left 
the post 1963-value premium unexplained. In another study they concluded the following “ 
We reject CAPM for pricing portfolios formed on size, B/M (Book to market) and β  …we 
conclude that it is size and B/M (Book to Market) , or risk related to them and not β  that are 
rewarded in average returns”50. In another study the authors explain more deeply the poorness 
of empirical evidence to support the application of the model, therefore concluding that most 
of the applications of the model are invalid. 51 

 

4.4 Portfolio Management 
One defines it as “the art of making decisions about investment mix and policy, matching 
investment to objectives, asset allocation for individuals and institutions, and balancing risk 
against performance”52. The main principle in portfolio management is “diversification”, the 
method that manages portfolio risk.53 Although there are several portfolio management 
strategies neither of them is the best one for every person. It all depends on personal 
conditions, (e.g. age, income), time horizons (e.g. retirement) and risk tolerance54  

To put things more simply, imagine a portfolio with only one stock, let say a Computer 
Corporation. What could set this portfolio to risk? First we have the risk coming from 
ongoing business cycles, possible inflation, interest rates and exchange rates, macroeconomic 
aspects. Imagine now that you have two stocks in the portfolio, for example half funds in 
Computer Corporation and the other half in an Oil Corporation. How would this affect the 
risk taking? If oil prices fall it would cause the Oil Corporation to fall but eventually lead to 
higher computer prices, making the computer corporation the winning company, harmonizing 
or stabilizing the portfolio risk. This risk is referred as “unique risk” or more common as 
“firm specific risk” and can be somewhat eliminated by a broad diversification in other words 
good portfolio management. The risk that cannot be eliminated is called market risk and is 
impossible to flee from.55  

The investment manager can choose to conduct active or passive portfolio management. The 
active portfolio management is for those who have great amount of cash to invest. However, 
some believe that this way of investing is a waste of effort and would not likely justify all the 
money incurred. For those who lack those great amount it is best to conduct a more passive 
strategy. This simply means to create a well-diversified portfolio without trying to beat the 
                                                 
48 Ibid p.238 
49 Nilsson,H. Isaksson,A. Martikainen,T. (2002). p.227-230 
50 Fama,E. French,K. (2006). p 2163 
51 Fama.E,French K. (2004).  
52 Investopedia search Portfolio management 20 jan 09 
53 Bodie.Kane.Marcus. (2005). p.380 
54 Bodie,L. Merto,R. (2000). p.319-322 
55 Bodie.Kane.Marcus. (2005). p.224 
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market finding over- or undervalued stocks. This strategy is also referred as the “buy and hold 
strategy”.56 There are several strategies which can be applied both when conducting active or 
passive portfolio management. This are discussed some more in following chapter.  

 

4.4.1 Active versus Passive Portfolio Management 

Portfolio management can be divided into two management dimensions “passive versus 
active” and “qualitative versus quantitative”, the later one discussed in next chapter. 57  

Passive vs. active reflects if the portfolio is being managed simply to match the return or to go 
beyond the return of the index. Passive management here is referred to as “indexing”. That is 
buying a stock in the index in the same proportion as it is represented in the index. This is also 
known as a passive strategy. If XYZ represents 5% of the index the portfolio manager will 
then place 5% of its cash in XYZ stock. The capital asset pricing model could defend this kind 
of fund. 58  

Active management assumes that portfolio managers can beat the market and that it is 
possible to pick a stock that will perform better than an equity index. Actively managed 
portfolios tend to receive higher revenue that passively handled portfolios.59 Active portfolio 
managers can be divided into three groups or into three groups of strategies: “market timers”, 
“sector selectors” and “security selectors”. Market timers change the Beta on the portfolio by 
for example changing the sum of the short term investment or by changing the Beta on the 
equity portfolio. 60 The literature refers to Beta as the “systematic risk” and can be found in 
the capital asset pricing model discussed in chapters before.  

Security selectors, with that the literature means the search for undervalued securities. Finally, 
the third groups of portfolio managers are those who practice sector or industry selection. It is 
similar to security selection apart from the sector or industry being of interest.61  

This passive management style has been growing through the last 25 years due to the low 
performance of active portfolio managers. However it does not mean that active portfolio 
management is useless.62 

 

4.4.2 Qualitative vs. Quantitative Equity Portfolio Management (QEPM)  

The second dimension that helps to define portfolio management concerns how the manager’s 
analysis stocks using qualitative or quantitative analysis to reach a suitable investment 
decision. Qualitative management is also known as fundamental management i.e. research 
which focuses on intangibles with no need of mathematics or advanced computer software to 
                                                 
56 Bodie.Kane.Marcus. (2005).  p.378 
57 Chincarini,B. (2006) E-book. p.4 
58 Elton,E. Gruber,M. (2007). p.698 
59 Chincarini,B. (2006) E-book.  p.4 
60 Elton,E. Gruber,M. (2007). p.701 
61 Bodie.Kane.Marcus. (2008). p.260 
62 Chincarini,B. (2006) Ebook. p.4 
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pick the good stocks from the bad stocks. The research is almost always based on information 
from income statements, balance sheets, financial ratios, reports or interviews. Peter Lynch is 
one of the most recognized investors using this qualitative style.63  

The quantitative management style has it roots in statistics and therefore pays less attention to 
intangible assets. Portfolio managers using this style use more quantifiable information or 
numerical information such as “stock fundamentals” from the income statement, and balance 
sheet, stock prices and trading quantities, surveys or other data that can be brought together 
and stored in a database. This style in contrast to the quantitative use advances models and 
computer software to detect good or bad performing stocks. This style has slowly gained 
importance; even those who practice the qualitative management style use some parts from 
QEPM. The literature explains that there is a possible shift to quantitative style thanks to 
today’s advanced and fast computing technology and Internet access.  

The aim of QEPM is to filter investing, that is to become more trustworthy and continuous. 
This is possible by using quantitative methods that avoids errors and bias. This is also referred 
to as “stock screening” or, in others words ranking stocks within an investment “universe”64, 
separating them into those that are more favourable and those who are not. There are plenty of 
stock screening strategies. However, we are here only concentrating on two. Those are 
Momentum Investment Strategy and the second one referred as the “Contrarian Investment 
Strategy”.65 

This style is growing in popularity and it offers plenty of advantages over the traditional 
qualitative management style. The combination of statistics, controlled approach enables to 
calculate expected returns and risk level with a relative high precision.66   

 

4.4.3 Momentum Investment Strategy 

Many researchers have found momentum investment strategy to be efficient when it comes to 
predicting positive stock returns67. 

The core of the strategy is simple; “buy past winners and sell past losers”. According to 
findings conducted by Jegadeesh and Titman this strategy can generate positive returns over a 
period of three to twelve months of holding. They manage to show that past winners continue 
to do better than past losers by 1% per month, finding evidence for “momentum” in stock 
prices68. According to another study where Titman also took part of, 77% of mutual funds 
were “momentum investors”, in other words “buying stocks that were past winners”, however 
not all sold past losers69.  

                                                 
63 Chincarini,B. (2006). p.5 
64 Investment Universe = a set of stocks that a portfolio manager has to his disposal or is allowed to trade in.  
65 Chincarini,B. (2006). p 135.  
66 ibid p.19 
67 Russel,S.Phillip. Sankaran.K. (2008).   
68 Jegadeesh, N. Titman,S. (1993).   
69 Grinblatt,M. Titman,S. Wermers,R. (1995). p.1088-1105 
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There are however two possible explanations to this “momentum effect”. First, stock prices 
have the tendency to overact to information. A study conducted by Chan, Jegadeesh and 
Lakonishok (1996) found that stock prices slowly react to earnings announcements. Second 
the tendency of investors to behave as a herd, buying past “winners” almost at the same 
occasion.70 

Even though Jegadeesh and Titman in their 1993 research could conclude positive abnormal 
returns using momentum strategy, they could also conclude that there could be other 
explanations to this phenomenon. The behaviour of investor is complex and biased, therefore 
more research needed in this area.71   

  

4.4.4 Contrarian Investment Strategy 

This strategy is well used by plenty of money managers and investment gurus such as David 
Dreman author to Contrarian Investment Strategies: The next Generation (1998) and 
Psychology and the Stock Market (1977). Another known name applying similar strategy is 
Josef Lakonishok, known professor and writer of several articles concerning this subject. 72  

The strategy tries to avoid “hot” stocks, in other words choosing stocks that have fallen and 
become unpopular for the public. Also the opposite to Momentum Investment Strategy that is 
“buy past losers and sell past winners”73. It simply involves picking stocks that have low P/E 
ratios in relation to the stock universe. The recommendation is to pick from the bottom 40% 
of the stock universe. The Lakonishok strategy involves picking low P/B, P/S, P/CF as well as 
low P/E. The portfolio manager using this strategy will also look for companies with high 
dividend yields and prefer midsized companies that have good visibility in the market and that 
are less exposed to accounting fraud or manipulation. The manager will also prefer companies 
that are financially strong, that would survive investors leaving the company. Another part of 
the strategy is choosing companies with high earnings growth relative to the stock universe or 
the stock index. It is then important to spread the pickings across sectors or industries. 
Diversification is as the literature says “highly important”.74 

 

4.5 Financial instruments  
In the world of finance and investment there are two very used and important market price 
ratios; market to -book-value (P/B) and price-earnings ratio (P/E).75  

                                                 
70 Chan,K. Hameed,A. Tong,W. (1999)  
71 Jegadeesh, N. Titman,S. (1993). 
72 Chincarini,B. (2006). p 167.  
73 Jegadeesh, N. Titman,S. (1993). 
74 Chincarini,B. (2006). p.167 
75 Bodie.Kane.Marcus. (2008).  
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4.5.1 P/E ratio  

The P/E ratio is the most used tool, and also the oldest one used when evaluating stocks76. It 
helps investor or stock analyst to determine if stocks are reasonable priced. This ratio tells us 
how much an investor must pay to buy one dollar of earnings that the firm generates for each 
share in other words “price per share to earnings per share”.  

Illustrated in the equation below; 77 

P/E ratio = Price per share / Annual Earnings per Share 

The ratio is has several measurement issues. The first one concerns the period of time over 
which stocks or earnings are being measured. The P/E ratio is regularly the actual market 
price of a stock, for instance the monthly average of the daily closing prices. The second 
concerns the timing. It is possible to use all ready realised earnings in the past called “trailing 
earnings”, such as last years realised earnings. It is also possible to use a “forecast of 
earnings” for the time to come, such as expected earnings for current year or next year. Third 
and finally the issue of which stock market index to choose. Shen Pu used the S&P 500 Index 
because of its popularity and its historical data amount that are easily accessible78. 

So what does a low or high P/E ration really mean?! Shen.P (2004) explains that when the P/E 
ratio has dropped well bellow its long-term average it has a tendency to rise consequently. 
And when it rises above the average it has a tendency to drop back to the average. This 
decline Shen.P (2004)  explains, can be caused by two incidents. First slow growth in stock 
prices or second a fast growth in earnings. But only a slow growth in stock prices will imply a 
negative outlook for the stock market79.  

Plenty investors compare the P/E ration with the market P/E or P/E ratios for related 
companies in the same business sector. It is known that low P/E ratios are to prefer. Studies 
done in this area has shown that that low P/E ratios offer better average future returns than 
those with high P/E ratios which offer lower average future returns ( contrarian investment 
strategy). That's why P/E ratios still are a useful tool for forecasting future stock returns80. P/E 
ratios play a important role in shot term investing up to 10 to 15 years. Charles.P Jones 
together with Leornard L.Lundstrom conducted an analysis of S&P 500 Index and they could 
report that P/E ratios and real earnings are not primarily determinants when making long-term 
future stock returns.81 

Cambell and Shiller conducted a research where they did a study of S&P 500 index from 
1880 to 1989. They analyzed changes in real stock prices and changes in real earnings over 
those years.  They found that higher P/E ratios often lead to lower stock price increase. A high 
P/E ration does not lead to faster earnings increase.82 This leads to the question of the relation 

                                                 
76 Haugen,Robert A (2001) 
77 Bodie.Kane.Marcus. (2002). P.622 
78 Shen,P. (2000) 
79 Ibid.  
80 Seyhun,N. (1998) Ebook. p.210. 
81 Jones,Charles.P, Lundstrom,Leornard.L. (1996)  
82 Shen,P. (2000)  
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between P/E ratios and future stock return. Seyhun.H brings up to possible explanation to the 
negative relation between high P/E ratios and future stock returns. 

The first explanation concerns the stock market that sometimes can make mistakes when 
making fare valuation of a stock. He argues that the market does not completely reflect the 
good or bad news or in simply overreacts to good or bad news. A low P/E ratio can be the 
consequence of a stock price based on vague information. This mispricing can be based on 
irrational behaviour. Those investors or traders that recognize this issue will then offer higher 
stock price consequently correcting the price and generating high profits for those who bought 
when the P/E was at a low level. He also tries to explain the knot between “stock price 
reactions” to P/E ratios, to stock price reaction to earnings statements. He argues that stock 
price reaction tend to be slow after earnings statements.83  

The other alternative explanation is related to considered risk. Changes in firm riskiness will 
be reflected in its P/E ratio. Quoting the writer; “ As the risk of a firm increases, each dollar of 
future earnings should be worth less in today’s dollars”. That is to say that companies with 
low P/E ratios can also be considered has high risk companies. This is due to the rational 
investor behaviour.84 

It is hard to differentiate between the mispricing and the risk-based based explanation. But has 
the writer argues, investor might not care as long as it P/E effect works and as long as it 
generates high future returns.85  

We can also see in L.Eric study that if investors use forecasted earnings rather than trailing 
earnings it can improve the estimates of the P/E multiple.86 

                                                 
83 Seyhun,N. (1998) Ebook. p.211 
84 Seyhun,N. (1998) Ebook p.212 
85 Ibid p.212 
86 L,Erik.  Lie,J Heidi. (2002).  
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4.5.2 Price to book value (P/B) 

As mentioned earlier the P/B also known as the “price equity ratio”87 can also be seen as a 
useful tool when valuing stocks by plenty of analyst and researchers. It is simply explained as 
the “price per share divided by the book value per share”.88 Illustrated below; 

 

 

 

A stock with a low P/B ratio can be considered as a “safer” investment choice or that the 
stock is undervalued. Yet in other words that it provides a safety margin and some investors 
will eventually accept or reject stocks with high P/B.89 This is due to the view that the book 
value can never be lower than the market price. Companies do always have the option to sell 
its assets to at least the book value. On the other hand there are companies that sell below the 
book value and therefore making this view somewhat uncertain. The book value does not 
include intangible assets such as brands, patent, goodwill or intellectual capital, making the 
ratio rather useless for service based companies. The ratio is mostly useful in capital intensive 
companies with plenty of cash on the books. 90   

The P/B ratio has its limitations but it still is an easy tool to use to identify over or 
undervalued stocks.91 

4.5.3 Valuation Multiples EBIT and EBITDA 

There are plenty of multiples that allow investors or traders to estimate or measure corporate 
value. We chose to focus two; EV/EBIT that is Enterprise Value/Earnings Before Income 
Taxes, and EV/EBITDA, Enterprise Value/Earnings Before taxes, depreciation and 
amortization.92 See the calculation93;  

EBIT = Revenue – Operating Expenses 

EBITDA = Revenue – Operating Expenses (excluding tax, interest, depreciation and 
amortization) 

As it sounds they show what the company would have earned if they did not have any 
obligations to its creditors and or tax authorities. The multiples are part of a company’s 
financial statement and indicate how much normalized cash company’s generate from 
operations despite of changes in working capital94.  

                                                 
87 Investopedia search P/E 20 Jan. 09  
88 Bodie.Kane.Marcus. (2005). p. 632 
89 Ibid p.668 
90 Ibid p.668 
91 Mclure,B (2009).   
92 L,Erik.  Lie,J Heidi. (2002) 
93 Investopedia search EBIT and EBITDA 21 jan 09 
94 L,Erik.  Lie,J Heidi. (2002).  
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EBIT as well as EBITDA are measures of profit. There are used to study and compare 
companies in the same sector. However they have their limitations and investors should be 
careful when using them.  

L.Erik and Lie.J Heidi conducted in 2002 a research where they study as they say “the 
accuracy of various valuation techniques”. The purpose with the study was to examine the 
“bias and valuation accuracy of multiples based on earnings, sales or book values of assets for 
several categories of companies”. The earnings-based multiples used where EBIT and 
EBITDA . It is according to the authors difficult to know if it is right to subtract depreciation 
and amortization from the earnings multiples and therefore best to use both. They also 
reestimated the earning-based multiples relating enterprise value after “cash and cash 
equivalents”, to avoid undervalued companies with great amount of cash.95  

Their results show that investors should avoid using earnings-based multiples when 
considering the corporate value for “non financial companies96” with low but positive 
earnings. However, useful when the company’s earnings are high. The problem with the low 
earnings arises probably from the multiple being multiplied by earnings that are unrealistic.97  

The result for “financial companies”98 showed that the asset multiple offer the best values 
estimated for all company size but especially large ones. For medium size companies and 
large companies, it was shown that the sales multiple provided a better value estimate than the 
earnings-based one. 

Finally coming to the conclusion among many, that EBITDA in general yields better 
estimated values than EBIT multiple, apart from pharmaceutical companies. It was also to 
notice that asset multiples seem to provide the best estimates for all company sizes. The worst 
estimates came from sales multiples.99  

What it important to observe, as the authors argue, is that all multiples yield are negatively 
biased, and that adjusting cash levels do not improve the value results. 

4.5.4 Price to Cash Flow-Ratio (P/CF) 

The choice of accounting practice can affect the earnings reported on the income statement.  It 
is known that the earnings statement can be an object for manipulation. That is one of the 
reasons why cash flow ratios specifically “cash flow per share” are preferred by investors. 
The ratio calculates the market’s expected future financial wellbeing of a company.  It is 
calculated as follows:  

P/CF = Share Price / Cash flow per Share 

 The ratio actually captures the cash coming in and out of the company and is less affected by 
accounting rules or other accounting decisions. When calculating the ratio analysts like to use 
the “operating cash flow” or the second “free cash flow” that is “operating cash flow net of 

                                                 
95 Ibid.  
96 Defined as ”those with primary SIC, Standard Industrial Code starting with a number  other than 6”  
97 L,Erik.  Lie,J Heidi. (2002) 
98 Defined as ”those with primary SIC, Standard Industrial Code starting with  6”  
99 L,Erik.  Lie,J Heidi. (2002) 
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new investment”. The last one has plenty of definitions and is frequently used in the world of 
investment management. 100  

A company's cash flow statement is divided among operating activities, investing activities 
and financing activities. What it actually does is take the accrual based numbers from the 
balance sheet as well as from the income statement and go backwards to bring changes in 
cash flow together.101  

There however analyst and investors that do not really rely on the cash flow ratio. They argue 
that it fails to capture the right performance of the company. For instance, a company can 
show a positive cash flow one quarter and the other quarter the opposite. Even though the 
company is growing, the cash flow ratio can still be negative. The ratio depends of when 
payments are coming in and when cash is going out.102 Another study conducted some years 
earlier, has the same argument. According to the study they easily suffer from “timing and 
matching problems that reduce the ability to reflect the firm performance.103 

 

4.6 Return on Equity (ROE)  
Investors or other actors involved in this area are always wishing to asses the future 
performance of a company. By using different kind of financial measurements or tools this is 
made possible. ROE is one fundamental tool used to determine the profitability of a 
company104.  

The ROE equation105;  

ROE = Net Income / Shareholder’s equity 

A high ROE ratio can be an indication that a company is being profitable without pouring 
new capital into the business. It shows how well the company is working with the invested 
shareholder capital. However the ratio is far from perfect. A company cannot grow earnings 
quicker than its actual ROE ratio without pouring new capital. For example, a company that 
has a ROE value of 15% cannot increase its earnings with more than 15% per year without 
lending or selling additional shares. Lending is a dept that cuts into the net income and selling 
shares diminished the earnings per share by increasing the total amount of shares.106  

Furthermore, a high ROE does not indicate how much indebt a company is, which is a risk. 
The more debt a company has, the less equity it has resulting in a high ROE ratio. Making the 
company profitable but it has in fact more demanding responsibility to its creditors.107 

There is no single tool that can provide the perfect answer. Nevertheless, ROE is helpful when 
it comes to identifying industrial winners.108  
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4.7 Dividend Yield  
Dividend yield yet another fundamental measurement tool109. The ratio shows in percentage 
how much the investor gets in return for each dollar invested110. 

Yld% = Annual Dividends per share / Price per Share 

The concept is better understood with a practical example. Imagine two companies ABC and 
XYZ. Both are paying annual dividends of $1 per share, ABC is trading at $20 and XYZ at 
$40. The dividends yield for company ABC would be 5% and only 2,5% for XYZ. The 
smartest investment decision would of course be company ABC.111   

When the world economy suffered yet a bubble burst in 2000 those who had invested in 
dividend stocks suffered less then those who did not invest in the same. According to the 
literature, dividend stocks seem to offer more stability and are less volatile making those stock 
a safer investment. They are also difficult to manipulate. Fama and French conducted a study 
in 1997. They found that directors used “dividend policy” to signal information about their 
corporation. Another study found that companies about to experience positive and strong 
growth raised their dividend before their cash flow increased. Companies that pay dividend 
have the tendency to be more careful with investment of their capital. Studies show that 
companies that reinvest their capital have the inclination to make wrong investment decisions 
i.e. acquisitions that do not work. 112 

Dividend yields function as mentioned earlier as indicators of a company’s future business. 
An unfavourable dividend action will eventually signal that the company's is failing in some 
way and that the management is loosing faith in the future.113 However there is no strong 
proof that investors can predict the return of a stock by dividends yields.114 

 

4.8 Net Dept (Financial leverage)  
Dept is part of a company's balance sheet and helps analyst and investor to determine the 
health of a company. Dept can be divided into long and short term loans. Loans that last less 
than one year normally appear within current liabilities. 115   

A company is said to be “highly geared” or “highly leveraged” if the debt is too high and 
“low geared” when the company is mainly financed by its stakeholders. A company with high 
a dept is probably more risky for shareholders i.e. risk of not receiving dividends or the 
capital they invested. Debt can include non equity shares, short and long term loans, creditors, 

                                                                                                                                                      
108 Ibid.  
109 Steverman,B (2008)  
110 Investopedia, search: dividend yield 21 jan -09 
111 Investopedia search: dividend yield 21 jan -09 
112 Tigue,J. (2006) Ebook. p.21-26 
113 Tigue,J. (2006) Ebook p.28 
114 Wolf,M. (1997) 
115 Vause,B. (2005). p.205-206 
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hire purchase contracts and finance leases.  To calculate net debt we need to remove all those 
cash and liquid balances.116 The formula is as follows117: 

Debt ratio = Total Debt / Total assets 

We use following example. Imagine a simple company with total debt of $400 and with a 
total assets amount of $800. The debt ratio would then be 50% ($400/$800)118. It the debt 
ratio is greater than 1 then it be of bad idea to invest in this company. However, our example 
shows a debt ratio is below 1, indicating that the company has more assets than debt, being 
able to respond to creditors and less risky to invest in.119  

                                                 
116 Investopedia search: net debt, 21 Jan. 09 
117 Bodie,L. Merto,R. (2000). p.78 
118 Ibid. p.78 
119 Investopedia search: net debt 21 Jan. 09 
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5. Conducting our research 

This chapter is of great importance as  it gives our study credibility and liability. We are here 
going to explain how we selected, processed and analyzed the chosen data.  

 

5.1 The reader 

We are aware of the language and the terminology we are going to use in this thesis. It may be 
more difficult to understand for people outside the population that we would like to direct our 
study to:  

• First of all this thesis is written for the business students at a university level. This 
population has studied economics, finances and statistics and have an understanding 
for the subject and the structure of the research as they are carrying out a similar  

• The second group that is most likely to be interest in this report is university lectors 
who teach finance on the university level.  

• We hope as well that even market professionals, investors and analysts, will be 
interested in our report and our results.  

Given this population we aim to be more focus on the subject of our research and be less 
descriptive in our text and explanations as potential reader was deeper understanding of our 
topic and has used the information, data and our methods practically. Therefore we will not 
extrapolate the test with explanatory details.  

 

5.2 Choice of data/access 
The collected data has required a long preparation as the data was collected separately for 
every variable.  One of the writers had good access to the data from Swedbank AB in 
Stockholm using their own system called “JCF”.  

We choose to look at stocks that are included in OMX All share Index – the index for all the 
stocks on the Swedish market. The index is very representative for the Swedish Stock market 
and increases the credibility to our analysis as it represent the whole data sample for Swedish 
Stock market. It increases the probability that the results of our tests are appreciable to other 
recession periods.  

We aim to look on the fundamental aspects of the stock market and we have no intention to 
go into other methods to indicate over performance of the stocks used by investors.  

Before conducting our test we sorted the data from the lowest ratios to higher using Excel in 
that way facilitating the study and analysis.  We choose to remove those companies that had 
empty excel boxes, non variables at all causing residual errors.  
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To be able to study the data it was required to conduct a simple linear regression analysis 
using SPSS/Eviews/Excel already recognized statistical tool. We conducted our simple linear 
regression with help of Excel. We found Excel to be appropriate to use.  

5.3 Collected data 
We have carried out a deep study where the total sample of the population has been used 
which opens up for better statistics in the research. As mentioned earlier we gathered the 
statistics from a Program JCF that present all the data for the existed period of time. We 
looked on all the multiples for all 114 companies.  

Later we divided data into subgroups. We looked separately at all major factors that are 
considered during the investment decision by dividing every independent variable in a 
separate map. These variables are:   

- Sector – if the sector affects the returns. 

- Market capital – if the size affects returns. 

- Previous development – whether the weakest shares over perform others or not. 

- Multiples P/E, P/BV and EV/EBIT – all of these are regularly used by investors 
globally. 

- P/CF – is to be looked at separately as the cash generation is not directly correlated to 
the profitability and the industry outlook.  

- ROE – is used by many investors, especially outside the financial markets and 
therefore should view as alternative.  

- Net Debt/Market Capital – we have not only looked on the Net Debt but we looked at 
the relationship of the debt relatively the company size. 

The detailed test statistic is available in the Appendix 2. The list of the companies and the 
available data can be found in the Appendix 1.  

5.4 The example of the IT crises  
We conduct a study that aims to suggest an investment tool after the recession. The most 
recent stock market weakening took place during 2001/2002. We believe this period is the 
most relevant for our study:  

• It is the latest market slowdown available and therefore is the most representative.  

• It offers the largest data available for the study. This is important as the size of the 
study increases the transportability of the results.   

On the other hand it is questionable whether the data from the IT crises can be used during 
other slowdown. This is hard to measure and this question is outside our study. However we 
believe that this particular slowdown is the most suitable to the crises that will take place later 
on. However there is no deeper discussion about the IT crises as we would like our reader to 
focus on goal/subject of our research and not lead him in a wrong direction.    
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5.5 Choice of statistical test  
As mentioned earlier we choose to conduct a simple linear regression analysis. We needed to 
find correlation between the chosen variables as well as the dependence of one variable from 
another. Our university program included 15 points (old system) of statistics where we used 
SPSS and Excel as statistical tools. Regression analysis was used for similar problems during 
the course. Furthermore, this statistical technique is one of the most known when measuring 
the relationship between two variables, one dependent (X, possible effect) and one 
independent (Y, the possible causes). According to the literature this measurement technique 
is common when analysing the relationship between returns on a stock and the risk of the 
stock.120  

Therefore when choosing the statistics we prioritized Simple linear Regression analysis as we 
were comfortable with the test and believe that would allow us to get the most credible 
results.  

We will focus on two parameters of the regression analysis: R Square (R) and Significance F 
(F) in order to be able to analyze received data later. We have as well chosen to describe both 
the test that have been carried out on the whole population and on the population that has been 
compressed into the groups.  

Our personal experience has as well outweighed the choice of the analytic tool. We used 
Excel as both writers are very familiar with the program.   

5.5.1 Independent variables  

There are many fundamental methods and aspects that we can look on as stock performance 
indicators. However we choose to look on the most commonly used::  

• P/E ratio; is commonly used among bankers or investors and also the easiest one.  You 
simply take the price of a share and divided it by the earnings per share.121 

• P/B ratio; Price to Book ratio helps to compare stock value to the company’s book 
value.122  

• EV/EBITDA; Earnings before Interest, Tax, Depreciation, and Amortization. This 
measurement enables the investors to compare companies especially in the same 
sector avoiding unpleasant effects from the different accounting rules/treatments of 
depreciation and amortization. 123 

• EV/EBIT;Enterprise value divided by Earnings before interest and tax (EBIT). The 
ratio is of interest in the context of the growth rate of a company and therefore of 
interest for investors. It shows how many times the market values the operational 
result of a company. . It the company has a low ratio this means that the company 

                                                 
120 Aczel,A. Sounderpandian,J. (2002). p.435 
121 Advani,R. (2006). p.138 
122 Investopedia search P/B 24 Jan. 09 
123 Bodie. Kane. Marcus. (2005). p.622 
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resources are not being used as efficient as they should even if the profit margin is 
high.124  

• P/CF ratio: Price to Cash Flow: The ratio calculates the market’s expected future 
financial wellbeing of a company.125 

• Dividend Yield; By dividing dividends per share with the market price per share your 
can calculate how much the company is going to pay in dividends irrespective of any 
rise or fall of the share price126 

• ROE, Return on Equity, fundamental tool used to determine the profitability of a 
company.127 

• Net dept: illustrates the financial situation of a company in general.128  

Once again our aim is to find the best tool possible that investors can use for deciding what 
stock can bring good returns in the future. Those mentioned here are among the tools 
commonly used. Despite the valuation there are other aspects that can affect the stock returns.  

Other independent variables: 

We have decided to include two other variables that do not reflect company’s value, the 
outlook and the attractiveness directly:  

• Returns prior the investigated period is on the aspects. We will look if the 
development 12 month to the investigated data is relevant for the 12 month returns 
post the data.  

• Second variable is company’s sector. It is a good reflection of the company’s risk as 
different companies develop differently during business cycle. When investigating the 
industry it is possible to indicate the level of attractiveness for the whole industry 
operationally.  

Multiple variables:  

We have tested several multiples in a combination simultaneously in order to look if they 
explain the returns better then a single valuation method. It is clear that several factors should 
explain better but we would like to test if any conclusion can be drawn by looking at them 
simultaneously. The analysis will be carried out by multiple regression analysis.   

5.6 Test limitations 
Our study has been affected by some limitations. Mainly we have adjusted the total data for 
each test. This was carried out in two steps. First step was not affected by our interference as 
not all the data was available for each study. The second limitations was carried out by the 
writers and may have affected the result. However this step would be natural for every 
professional during every investment decision. Therefore we believe it increased the 
                                                 
124 Investopedia search EBITDA, 14-Aug-08 
125 Investopedia search P/CF 24 jan -09 
126 Investopedia search Dividend Yield, 14-Aug-08 
127 Bodie.Kane.Marcus. (2002). p.568 
128 Investopedia search Net debt, 24 jan -09 
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transformability of our results into other recessionary periods and closed the gap between the 
theoretical study and practical significance of the results.   

 5.6.1 Test limitations – limited data   
Despite the access to a very reliable database some data was missing due to different reasons 
in different test. An example can be a negative EPS results would suggest negative P/E and 
therefore was empty in the database.  

Sector had 96 observations, Market Capital – 110 observations, development – 107 
observations; P/E – 87 observations; EV/EBIT – 94; ROE – 112; P/BV – 111; P/CF – 96 
observations; DIV yield – 102; Level of debt – 107.  

This was the first limitation to the gathered data and it was outside of our control. It has 
influenced the result to some extent but on a very limited level. Large part of the unavailable 
data would most likely not give any data to base a decision on. For example it is hard to 
believe that an investor would base a decision whether to invest or not on a negative P/E.   

5.6.2  Test limitations - Common sense “variable”:  

We have decided to include one step in our process that we call for “common sense” variable. 
It can be discussed whether this is statistical correct or not. We trying to come with a solution 
for professional investors and this variable would probably be one of the most important one 
in the decision process.  

The common sense helps us to exclude the shares/data from the population that should be 
viewed as statistically unreliable. However we included this variable only in the test were is it 
relevant. P/E is one of the tests that have been reviewed with common sense. Only 64 
observations are included in the P/E test and we have adjusted for companies with the highest 
E (Earning) uncertainties. Some companies were excluded:  

• Future growth companies (expectations companies) – these companies often present 
unmotivated multiples as companies’ value is war in the future.  

• Companies with extraordinary high P/E – When the margins are at extreme low levels 
which is often present after the recession the multiples will be extremely high and 
would disturb the test. A small improvement would directly change the multiple 
substantially.     

• Some financial shares – Some multiples are not available for the financial staocks as 
P/E for the investment companies.  

Similar actions were carried out on the EV/EBIT and P/CF data. This has helped us to 
investigate the received data and allowed to suggest the best possible alternatives. However 
we are vary aware that this can be discussed. Despite that we believe it is something related to 
the real life situation and that is exactly what we are trying to study.  
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5.7 Review discussing our choice of scientific method and literature 
We have used both normal library literature as well as E-books. We do not see any negative 
affects of using E-books in terms of quality. We feel that the quality is as good as the books 
we found in university library a most of them not more than 10 years old. The negative part 
can come from the e-books and its authors being rather unknown. We used one book in 
Swedish. This could also affect negatively, however I found their explanation of the subject 
quite easy to understand and chose therefore to use them as reference literature. When it 
comes to our scientific articles and studies we tried to keep as updated as possible. Some of 
the older articles where impossible to replace. They are still being used in recent studies 
concerning the subject (e.g. those of Fama and Frensh or Lintner”).  

The theoretical chapter consists of what we consider to be the more discussed parts of finance, 
investment strategies and valuations tools. However we feel like we could have elaborated 
some of the subjects. 

 

5.8 Hypothesis questions  
Given the structure of our study we conduct the hypothesis that we are aiming to respond by 
our empirical data. The hypothesis can be gathered in one subjects but it is more practical to 
conduct a statement for every single test we aim to finish:  

1. Company’s market capital affects 12 month returns post the bottom quotation of the 
stock market in a statistically significant level.   

2. Company’s industry affects 12 month returns post the bottom quotation of the stock 
market in a statistically significant level.   

3. Company’s returns 12 month prior the bottom quotation affects 12 month returns post 
bottom quotation of the stock market in a statistically significant level.  

4. Company’s forward P/E affects 12 month returns post the bottom quotation of the 
stock market in a statistically significant level.   

5. Company’s forward EV/EBIT affects 12 month returns post the bottom quotation of 
the stock market in a statistically significant level.   

6. Company’s ROE affects 12 month returns post the bottom quotation of the stock 
market in a statistically significant level.   

7. Company’s P/BV affects 12 month returns post the bottom quotation of the stock 
market in a statistically significant level.   

8. Company’s P/CF affects 12 month returns post the bottom quotation of the stock 
market in a statistically significant level.   

9. Company’s Dividend yield affects 12 month returns post the bottom quotation of the 
stock market in a statistically significant level.   
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10. Company’s Debt level 12 month returns post the bottom quotation of the stock market 
in a statistically significant level.   
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6. Empirical Results  
The purpose with this chapter is to look through all the data that we have received in our 
study. Some common sense adjustments has been made  as described in the practical method 
in the “Common sense importance” chapter. This chapter shows the data that has been 
received but no analysis are made. We will discuss deeper the results in the following chapter. 

We earlier explained we have carried out a simple regression analysis for the collected data 
and conducted an ANOVA table for each test. However we are not planning to discuss the 
results or carry out any deeper discussion around the results. We will take up the data 
discussion in the following chapters. Here we are focusing on two main aspects in the 
ANOVA table: 

• F – statistics: We conduct our study on the 95% interval. Therefore the test is 
statistically relevant/representative if F – statistic result is below 0,05. However we 
look on this limit as on a guideline.  

• R – square: This number shows to what percentage the independent variable explains 
the depended. We focus on this number as we aim to make a recommendation at the 
end of the research and the “explanation factor” is a good tool in order to make a right 
recommendation steps.  

 

6.1 Market Capital  
Market Capital of the company is an indication of the company’s size and could be related to 
the returns. Bigger companies are in general assumed to be safer then the smaller ones. It can 
be seen in the companies’ developments during the periods of crises. The shares of the bigger 
companies perform on average better then the smaller companies (can be tested with available 
CD).  

We have expected a smaller relationship between the size and the performance as the risk, the 
outlook and the competitive situations depends to higher extent on the sector and the company 
specific issues that are normally reflected in the multiples. We have confirmed our 
expectations:  

- Neither the individual nor the group test is significant according to the regression 
analysis. The F statistic of 0,17 and 0,34 respectively indicated that the tests are not 
significant. Therefore we have to reject our hypothesis nr1.   

- When looking on to what extent the market capital explains the returns, the statistic 
does not offer any large relationship. The individual test indicated that the market cap 
explains the return only by 1,6% and the grouped statistics offer a explanation level of 
43% which is low in these number of observations.  
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6.2 Sector 
In the theory, the returns of the shares depend on the companies sector as it is one of the basic 
descriptions of the companies’ risk. All available companies (95) have been compressed into 
8 sectors and we have received attractive data:  

- The regression analysis indicated that the dependence of return on the sector is 
significant with an F below 0,000 for the whole population as well as for the 
population divided into different groups with an F of 0,022. Therefore we have to 
confirm our hypothesis nr2. 

- When we look on ungrouped data the sector explains the returns by 12% which is high 
enough to be looked at as explaining variable due to a high number of observations.  

- Grouped data explains the returns by 61%. However we believe that no conclusions 
should be made form this number as each sector received a number randomly and does 
not represent a real numerical data.  

All in all, the test has reached satisfactory level of significance and has shown a relationship 
between the returns and the sector.   

 

6.3 Return 12 month prior the base date 
The market participants look often on the shares that have shown the weakest performance 
during the previous period especially during the recession period. Many shares are traded on 
the fear and uncertainties and should therefore offer better returns when the sky is cloudless. 
As we can see on the graph below there is a visible correlation between the post and future 
returns among our sample data. Therefore as many investor focuses on the underperforming 
stocks the obvious bias towards these stocks have been indicative even in our study: 
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Figure 6.2 Prior 12 month returns 1 
 

- The regression analysis has shown that both the test for individual stocks and for the 
grouped stocks is significant with significance F level of 0,000 and 0,003 respectively. 
A high significance level for the grouped data is a positive surprise given the small 
sample of the test. Therefore we have to confirm our hypothesis nr3. 

- Besides that both tests were significant the test offers that the future returns can be 
explained by the returns in the previous period to a high decree. The individual sample 
test suggests that depended variable can be explained by past returns by 36% and by 
69% when we test the grouped data.  

The results have shown a broad correlation and the significance level is very high. It is visible 
in the graph that higher earlier returns offer higher returns in the post coming period. We can 
conclude that the worst performers have a high probability of substantially over perform the 
market.  

 

6.4 Price to Equity ratio (P/E)  
We should remind about the limitation we described in the practical method in this test. There 
are a lot of theories about the suitability of the P/E ratio in the financial world both arguing 
for and against the usage of the ratio. It is clear that the multiple include a certain degree of 
uncertainty as the E is only a future estimate and can include a high degree of error.  

Given many different opinions around P/E it was very interesting to look whether our test was 
significant and to what extent the multiple can explain future returns. However we should 
differ between the two tests as the results differ considerably:  

- With an F level of 0,001 the individual test is significant and suggests that PE explains 
the returns with 15% which can not be viewed as a satisfactory level given that the 
number of observations is lower then in the for example Sample test. Therefore we 
have to confirm our hypothesis nr4. 

- In the contrary the group data offers a good explanation factor of 47% but the test is 
not statistically significant with an F factor of 0,086. However when we look on the 
graph below there is a clear relationship.  
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Figure 6.4 P/E at bottom quatetation  

 

- If we would exclude all the companies with extraordinary high P/E, we would receive 
statistically significant data with high correlation level.  

 

6.5 EV/EBIT ratio 
The EV/EBIT test has as well been adjusted for the data explained in the practical method. 
However the reduction among the shares was substantially lower for this multiple. 
Theoretically the EV/EBIT statistic results should not differ substantially from the results we 
received from P/E. However we have seen a noticeable difference in the results:  

- The singe share test was significant with an F value of 0,002 but the grouped test was 
not significant with an F value of 0,076 within the 95% interval. Therefore we have to 
reject our hypothesis nr5. 

- Simultaneously the explaining value was lower then we anticipated. EV/EBIT 
explains 12 month returns by 10% and 38% when we look on individual stocks and 
the grouped data.  

 

6.6 Return on Equity (ROE) 
ROE is a variable that the industry does not focus too much on. Therefore we did not have 
any expectations regarding the results we could receive from this test. However the results 
offer us very surprising data to analyze:  

- Both the individual and the grouped test were significant. Therefore we have to 
confirm hypothesis nr6 theoretically but we have not indicated the way the 
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relationship should work out. When we look on the logical relationship, the results 
indicates a different story.  

- The explanation statistic was surprising. When we studied the individual group the R 
factor was only 10% which could be expected but when we grouped the data we found 
out that there is a perfect linear correlation between the ROE and the 12 month returns 
as it is shown on the graph below. The ROE explained returns by 78% in the grouped 
data.  

 
Figure 6.6 Return on Equity 

 

However the most surprising factor has been the way ROE explained the returns. We have 
found out that the lower ROE the company has the higher returns the company would get 
which is against the theoretical expectations.  

 

6.7 Price/Book Value (P/BV)  
Price to Book is one of the commonly used multiples and therefore good correlation between 
B/BV and returns could be expected. However our statistics indicated that this was no the 
case:  

- The significance level was satisfying for the individual share test with the F value of 
0,002 as the grouped test was not significant with a high F level of 0,144. Therefore 
we have to reject our hypothesis nr7. 

- When looking on the R square it is as well hard to find any interesting reading. The 
P/BV explains the returns only with 8% and 22% which the worst results among all 
our tests.  
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6.8 Price/Cash Flow (P/CF) 
These multiples have as well been adjusted as described in the practical method as the cash 
flow data was not available for all the companies.  

Price/Cash Flow is very commonly used by investors, especially during the recession periods 
but the focus on the cash flows could be expected to ease when the market is performing well. 
It is likely that the cash generation would be less important when the economy is booming 
and the outlook continues to improve. This could be subject for further research.  

- As in many other cases the individual test was perfectly significant with and F value of 
0,000 while the group data was slightly above the expected significance level of 0,05 
and showed a F level of 0,059. However we believe we still can look on the results as 
there are a limited number of observations. Given low deviation of the group data we 
confirm our hypothesis nr8. 

- The explanation factor has not reached the level where we would motivate for a good 
result but it did not offer any weak results either. The R square statistics indicate that 
P/CF explain the returns by 18% and 47% in individual and grouped data.  

- The graph below shows that the main spread can be found among the companies with 
low P/CF.  

Figure 6.8 Price to Cash Flow 

 

6.9 Dividend yield  
We have to notice that this test has been adjusted according to the description in the practical 
method and correlated for the constructions stocks that usually have high dividend yield but 
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always perform weakly during the recession periods as the construction sector is often 
affected the most by economic slowdowns.  

Dividend yield is very important during the uncertain times and therefore good correlation 
had been expected from the statistics. The graph below indicates a strong relationship 
between the Dividend yield and the reruns and has as well been shown in the test statistics 
that has shown extraordinary results.   
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Figure 6.9 Dividend yield  

 

• The test has offered extremely confident data according to significance test with F 
levels of 0,000 and 0,001 for individual and group test respectively. Therefore we 
confirm our hypothesis nr9. 

• The R square data has shown that a large part of the return can be explained by the 
dividend yield. In the individual case 23% of the returns can be explained and 87% of 
the returns can be explained due to the group statistics which is extremely high. 

6.10 Debt Level 
Debt is always in focus during the economic weaknesses as the interest rates tend to increase 
while the uncertainty, if the operations will cover the debt in the long run, increases. During 
the recovery the situation is different and the debt level is not in focus. The graph below 
indicates a very small relationship between the variables which is even shown in the statistics. 
However the difference between the grouped data and individual test is large:  
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Figure 6.10 Net debt 

 

The individual test offers no correlation and the test is not significant with the F level of 0,504 
while the grouped test was significant. Given low significance of the ungrouped study we 
have to reject our hypothesis nr10. With high spread of the sample data the test should not 
considered as relevant for our study.  

 

6.11 Multiple factor test 
The graph below shows the statistics we received during the multiple regression analysis 
where we included several variables. The test offer unattractive levels of F and R statistics 
which indicates that the data should not be looked upon simultaneously. However it is more 
suitable to look on each test separately.  

 

Table 6.11 Multiple factor test results 

Regression Statistics ANOVA
Multiple R 0,259 df SS MS F Significance F
R Square 0,067 Regression 4 1,293 0,323 0,985 0,424
Adjusted R Square -0,001 Residual 55 18,057 0,328
Standard Error 0,573 Total 59 19,350
Observations 60  
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7. Analysis   
We should initiate our analysis by reminding about the “common sense” variable that we have 
tried to carry out during our study. In order to receive any statistics we have eliminated some 
shares prior the study. We believe that this action would be taken by any investment manager 
in the particular situation before the deeper discussion would be taken.  

We have discussed different theories of portfolio management in our theory and it is clear that 
the theories differ a lot form each other and in some case are exact opposite: like qualitative 
and quantitative equity portfolio management or momentum and contrarian investment 
strategy. This makes the analyzed data we are looking at very interesting especially when 
discussing the period post the crises.  

The result of our study can be motivated by the existence of active managers. If we wouldn’t 
have active managers it would be hard or impossible to find strong relative winners. The 
results open up for a discussion around some of the theories: 

- It motivates the existence of Qualitative as well as the Quantitative portfolio 
management. However we have to notice that the best results are related to the 
Qualitative method.  

- Simultaneously we can make a statement about the contrarian and moment 
investments strategies by accepting the one of them which we will discuss further in 
the text.    

Despite that we have received good overall results some of the tests were not satisfying and 
suggested no or low correlation between the independent variable and returns.  

 

7.1 Unsatisfying variables    

The study has shown that some of the variables should not be reviewed when looking for over 
performing after the recession period. These variables are:  

- Market Capitalization – This variable has shown the weakest statistics and it is clear 
that the size of the company does not matter when searching for outperformers.  With 
no statistical significance and low R square, despite few observations, the company 
size should be avoided.  

- ROE – ROE results were perfect from statistical point of view but the conclusion did 
not fit any common sense frames. The data indicates that the lower ROE the higher 
would be the returns. As a result we believe that no conclusions from these results 
should be made. However one logical explanation could be offered. The stocks with 
the lowest ROE are probably (without any statistical proof) the ones with the highest 
risk and the weakest performance during the recession period. As investors’ risk 
aversion increase companies with worst ROE may be the winners.  

- P/CF – The results of the test offered a reasonable statistics but the outcome deviations 
was large. We believe that the companies that performed at low Cash flow levels 
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represented either companies with the highest opportunity or the companies with the 
highest financial risk. Therefore the low P/CF companies should not be expected to be 
the best performing shares just because of the P/CF multiple.  

- P/BV - It is hard to motivate the investors to look on the P/BV. It seems that investors 
tend to focus more on less stable variables and rather search for abnormal returns 
based on the psychological aspects with higher uncertainties.  

- Multiple test – The results of these tests were terrible and it is clear that multiple test 
would not offer any shares what could outperform the market. However we should 
expect that if we look on several variables separately we would find a strong 
performer.  

As you can see we do not recommend several variables as they tend not to be exploratory for 
the future returns. However 5 remaining variables should be reviewed when making the 
investment decision post the recession period.  

 

7.2 Secondary parameters to look at 
Two of our tests do not open up for a rejection of estimated data. However we can not state 
that the results are attractive enough so investors should look deeply into these variables. The 
variables are related and explain similar parameter – risk, expressed by the level of debts. 
These two factors are NetDebt/MarCap and EV/EBIT.  

- Debt level – We have looked on the level of debt in the company in relation to the 
Market valuation. The individual test did not show any results at all which has been 
illustrated in the previous chapter. However we studied the grouped data the statistic 
was effective indicating a clear relationship between the variables with F value of 
0,009 and the explanation level of 59%.  

- EV/EBIT – this multiple can be viewed as an indicator of financial risk as EV value 
includes company’s Net Debt level. Our tests suggested that there is statistical 
significant relationship between the level of EV/EBIT and the returns - the lower 
EV/EBIT, the better the returns. Despite that the multiple explains the returns only 
with 11%; this aspect should be reviewed during the decision.  

Given that these independent variables are indication of the similar aspects we would not 
suggest to use Net Debt but we would recommend studying EV/EBIT. Net Debt has offered 
satisfying results only on the grouped study and it would be challenging to apply the grouped 
statistic on already chosen number of shares. Simultaneously, the EV/EBIT would be a good 
indicator when choosing between two similar stocks with the similar level of P/E.  

 

7.3 The main statistical “winners”  
We have concluded that 70% of the tested variables should not be used at all or be used 
within some limits. Despite that 3 variables have shown spectacular results when we studied 
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the case of the IT crises during 2001 and 2002. We believe that there is a good probability of 
out performing the market by studying the following variables:  

Development prior the recovery (Trend analysis) - We have looked on the returns 12 before 
the lowest quotation of the stock market and compared with the returns 12 month post the 
lowest point. Statistic has shown extraordinary results with an explanation factor of 36% and 
68% for the individual and grouped data. A strong correlation was proved and suggested that 
the stocks with the weakest performance prior the bottom quotation will strongly outperform 
the market during the recovery. This data is inline with the contrarian investment strategy that 
is described in the theory and suggests that during the recovery period momentum investment 
strategy is not suitable.  

Dividend yield – we are surprised that the shares with high dividend yield outperform the 
market during the period of 12 month despite that high percentage of the share value is 
distributed to the investors during the period.   

We would have expected the out performance of these shares during the recession period but 
not during the period of the recovery. The high yield assets are usually viewed as low risk 
alternatives while investors tend to search for assets with higher risk premium (B value in the 
CAPM model) goes down during the recession period. Statistic results were strong indicating 
statistically significant correlation with R square of 23% and 87%.  

P/E – The results of the test were not as attractive for P/E as it was for Dividend yield and the 
development prior the recovery. Despite there is a high level of insecurity in the E, we believe 
that the multiple is relevant for the study as it is commonly used by all investors. However it 
is important to study the risk level of the multiple prior the investment decision.   

The weakest performers and low P/E can be supported by the existed theory. We believe the 
phenomena could and should be explained by the psychological factors of the investors. 
When everybody is trying to outperform the market and future outlook improves people 
choose to look at riskier assets and therefore invest on the bases of the P/E and earlier returns. 
Simultaneous strong development of the highly yield assets should be explained by the desire 
of direct return instead of the returns that are situated in the long future.  
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 8. Conclusion & Discussion 

When looking at our problem we can conclude that three variables that should be reviewed 
when making an investment decision post the recession period. These variables are earlier 12 
months returns, dividend yield and the P/E multiples. However it is important to understand 
that these three aspects should not be viewed simultaneously. We have as well aimed to 
suggest a step by step proposal how to offing outperformance on the stock market. The results 
of our research suggest the following priority of action:  

- First of all we would recommend dividing the share on shares with dividend yield and 
without dividend yield.  

- In the second step we should investigate the share with dividend and without dividend 
separately. We look initially on the shares that offer dividends and pick 30% of them 
with the highest yields. This is mainly because the dividend yield offered the best 
results for the grouped data. 

- In the next step we look on the performance during the previous period and choose 
50% of the remaining shares with dividend and 30% of the shares without dividend.  

- We have earlier discussed the need of a common sense variable. We believe that the 
most efficient is to use this variable at this stage of the decision process and exclude 
the share with abnormal risk. If we look on the crises today such assets could be 
construction, banks and so on.  

- The last step we would suggest is to look on the P/E multiple and concentrate on the 
companies with the lowest multiple. Given that we have already excluded the 
companies with extraordinary risks in the previous step, the remaining shares should 
offer abnormal return.  

We base our suggestion on the statistic data we have received but it has not been tasted on 
other recession periods. Therefore we are careful suggestion this step plan for investors in any 
recession period. Despite that the results of our test allow us to offer this step program and we 
believe that it will result in returns above the market (index) for investors with active portfolio 
strategy but first of all for passive investors.  

8.1 Practical Contributions 
As stated earlier in the beginning of the study we wanted to provide recommendations to 
those who are interested in investment or portfolio management. To at least consider the 
option to look at these three multiples, and use them with a bit of luck at the right time and not 
at the same time, so that they can generate positive returns to him/herself or to customers.  

8.2  Further studies 
We are confident in the step method mentioned above but we have not tested it on any other 
periods of weakness or for our recession period of 2001/2002. Therefore the next study could 
be investigation of the suggested theory on other recovery periods.  
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9 Assessing our study 
To facilitate this discussion we will use the checklist listed in chapter 3.2 Validity, Reliability 
and Generalization. 

1. Did we actually research what we said we would do in the problem and purpose 
statement?  

a. The conclusion states three valuations tools that can be considered when 
wanting to make a decision during a period of recession. We found our study 
to be in line with both our problem and purpose statement. 

2. How accurate is our data collection?  

a. The data was collected from Swedbanks “JCF” database. Swedbank is one of 
Sweden’s leading banks and we are therefore confident that our data was at the 
moment of the collection accurate.129  Additionally the data represents the 
whole population of the studies subject and therefore should be viewed as 
accurate.  

3. Is there any bias in our assumptions or in the design of the research or in the data 
collected?  

a. There is no error free data. Accounting rules and so on could have affected the 
data, even thought it comes from a reliable source, we can in the world of 
finance never be 100% accurate.  

b. “Common sense” variable has had an impact in the data. It has eliminated 
some companies in the research which affected the data. However this step is 
natural in a real live and therefore should not be viewed as a negative factor for 
the study. On the opposite we believe it increased practical credibility in the 
research despite that it has increase an error risk.  

4. Where our methods appropriate for the topic?  

a. We wanted to study the correlation and causality of our chosen variables. We 
mainly chose this statically method because of similar studies conducted at the 
university. The choice was also made upon a similar study by Gustafsson,D. 
Palm,J (2006) discussed in chapter 2.Prior Research.  

5. Have we really provided a clear and logical explanations about how we went about 
our research so that someone else can replicate it?  

a. The fact that we had sole access to Swedbanks database makes it impossible 
for others who lack that access to replicate the research. However we do think 

                                                 
129 Swedbank, www.swedbank.se , 9 feb -09 
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that it is replicable because of the simple statistical test was chosen. Moreover 
other databases exist online and have similar information maybe not as 
accurate as wanted but close enough.   

6. How would we do it differently if we were to conduct the research again?  

a. We believe the study is very attractive as it is. Different companies has been 
used in different test and this the main factor we would like to change. We 
would probably carry out a study on viewer companies but that has all the data 
needed for the test. This would increase the visibility in the test even if it 
probably would lower the representative ness of the whole study.  
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Appendix 1. Total Data gathered from OMX Index 
 

Company (08/10/02) Sector Market Cap. 
1 Year 
Change 

2 Years 
Change 

Post 
Change 1 

Year  

Post 
Change 2 

Years 

Nokia Oyj Tech - Communications Techno 581 594 -32,7% -67,6% 4,3% -15,6%

AstraZeneca Health - Pharmaceuticals 489 067 -42,5% -42,7% 18,5% 0,1%

Hennes & Mauritz AB Ret - Retailers, Apparel 122 475 -22,1% -22,3% 17,9% 44,6%

Nordea Bank Bank - Banks, Ex-S&L 93 593 -39,4% -54,7% 43,8% 92,1%

Teliasonera Ab Tel - Fixed Line Comm 81 848 -45,6% -53,1% 29,1% 37,0%

Svenska Handelsbanken AB Bank - Banks, Ex-S&L 74 813 -24,2% -32,7% 28,6% 48,6%

Stora Enso Oyj Bas - Paper Products 69 927 -37,0% -8,8% 22,3% 30,7%

SCA Sv Cellulosa Ncyc - Household Pdct NonDur 61 359 13,0% 55,6% 7,6% 10,0%

Ericsson Tech - Communications Techno 59 667 -87,6% -96,7% 254,1% 524,3%

Volvo AB Indy - Land Transport Equip 55 546 -10,2% -17,2% 49,6% 122,1%

Sandvik AB Indy - Industrial, Diversified 49 672 -5,9% -1,3% 16,4% 39,1%

S E Banken Bank - Banks, Ex-S&L 49 479 1,4% -39,0% 24,1% 61,7%

Swedbank AB Bank - Banks, Ex-S&L 45 919 -20,9% -35,6% 34,5% 74,1%

Electrolux AB Cycl - Furnishing & Appliances 45 590 7,4% 0,4% 42,9% 8,5%

Securitas AB Indy - Industrial services 40 570 -41,5% -47,5% -15,2% -12,2%

Investor AB Indy - Industrial, Diversified 32 634 -57,5% -68,9% 60,0% 87,1%

Assa Abloy AB Indy - Industrial, Diversified 30 408 -37,5% -53,6% -15,0% 14,4%

Atlas Copco AB Indy - Industrial, Diversified 29 467 -28,2% -17,0% 68,1% 105,2%

ABB Ltd. Indy - Advanced Indust Equip 26 597 -66,3% -90,9% 99,6% 157,5%

Scania AB Indy - Land Transport Equip 25 912 -16,7% -45,1% 58,3% 101,9%

Swedish Match AB Ncyc – Tobacco 24 950 26,6% 130,8% -13,8% 10,5%

SKF AB Indy - Industrial, Diversified 22 221 18,8% 47,0% 27,4% 47,1%

Tele2 Ab Tel - Fixed Line Comm 19 103 -53,6% -72,8% 175,7% 109,5%

Skanska AB Cns - Heavy Construction 17 658 -41,9% -49,2% 17,1% 81,5%

Holmen Ab Bas - Paper Products 16 139 -6,4% 9,7% 26,5% 26,4%

Autoliv Auto - Auto Parts 12 596 3,8% -19,0% 45,8% 75,6%

Lundbergforetagen Fsv - Real Estate 9 912 10,8% 20,8% 39,2% 60,5%

TietoEnator Oyj Tech - Diversified Techno Svc 9 671 -52,9% -59,1% 47,8% 99,5%
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Saab AB Indy – Aerospace 8 734 -9,4% 10,1% 31,7% 25,6%

SSAB Svenskt Stal Bas – Steel 8 387 3,8% 7,1% 37,6% 73,3%

Getinge Ab B Health - Medical Supplies 7 956 9,7% 82,0% 75,6% 119,6%

Eniro AB Med – Publishing 7 847 -41,2%   46,7% 46,7%

SAS Cycl – Airlines 7 732 -10,5% -37,3% 39,4% 10,1%

Alfa Laval AB Indy - Industrial, Diversified 7 482     43,3% 62,7%

Axfood Ab Ncyc - Food Retail &Wholesaler 6 840 28,5% 116,0% 5,8% 50,6%

Hufvudstaden Ab Fsv - Real Estate 5 793 -2,0% -20,6% 29,2% 68,7%

Trelleborg AB Auto - Auto Parts 5 313 -12,7% 11,0% 55,0% 64,9%

Hoganas Bas – Steel 5 197 -2,3% -4,2% 6,1% 16,2%

Billerud Aktiebolag Bas - Paper Products 5 019     26,9% 38,8%

JM AB Cycl - Home Construction 4 939 -22,3% -28,9% -28,8% -6,6%

Munters AB Indy - Industrial, Diversified 4 763 37,5% 62,8% -9,2% -7,1%

NCC AB Cns - Heavy Construction 4 754 -23,8% -39,2% -0,6% 72,2%

Clas Ohlson Ab Ret - Retailers, Specialty 4 735 40,8% 97,4% 16,9% 42,4%

Seco Tools AB Indy - Containers & Packaging 4 484 -8,9% -1,4% 27,3% 40,0%

MTG (Modern Times Group) Med – Broadcasting 4 419 -67,3% -74,7% 94,8% 113,4%

Castellum AB Fsv - Real Estate 4 386 -2,9% 1,5% 37,3% 107,4%

Fabege AB Fsv - Real Estate 3 974 -5,9% -12,4% 28,6% 94,9%

Cardo AB Indy - Industrial, Diversified 3 948 2,6% 10,5% 38,3% 47,8%

Fazer Confectionery Food - Food Products 3 857 -0,7% 25,4% 17,2% 25,7%

Nobia AB Cycl - Furnishing & Appliances 3 229     14,3% 67,4%

Intrum Justitia AB Fsv - Diversified Financial 2 975     1,1% 19,4%

PEAB AB Cns - Heavy Construction 2 887 8,3% 37,7% 20,8% 68,4%

D Carnegie AB Fsv - Diversified Financial 2 335 -56,3%   127,1% 105,7%

Elekta AB Health - Advanced Medic Device 2 269 -12,3% 262,9% 80,4% 157,3%

Kungsleden AB Fsv - Real Estate 2 180 11,1% 33,7% 39,6% 93,5%

Hexagon AB Indy - Elec Components&Equip 2 052 4,2% -2,9% 53,8% 111,1%

Gunnebo AB Indy - Industrial, Diversified 1 983 -12,6% -11,0% 75,4% 85,0%

Haldex AB Auto - Auto Parts 1 761 -1,3% -19,4% 17,7% 28,5%

Bilia AB Ret - Retailers, Specialty 1 748 28,3% -16,0% 22,1% 55,9%

Klovern Ab Fsv - Real Estate 1 536     45,1% 94,5%

Cision AB Indy - Industrial services 1 359 -50,3% -82,7% 37,0% 34,0%
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Teleca Ab Tech – Software 1 295 -33,7% -87,0% 99,1% 47,7%

Rottneros AB Bas - Paper Products 1 272 -24,2% -23,3% 20,7% 20,7%

Q Med AB Health - Pharmaceuticals 1 238 -68,8% -70,9% 196,6% 260,7%

Mekonomen AB Auto - Auto Parts 1 208 33,8% 110,9% 62,1% 105,7%

Bure Equity AB Fsv - Investment Services 1 189 -58,4% -77,3% -86,1% -81,9%

B&B TOOLS AB Indy - Industrial, Diversified 1 145 8,1% -17,5% 15,0% 48,8%

Sectra AB Tech – Software 1 125 6,3% -48,5% 54,4% 50,0%

Wallenstam Byggn Fsv - Real Estate 1 094 24,1% 18,0% 91,7% 225,0%

Proffice AB Ncyc - Consumer Services 1 071 -26,6% -81,7% 37,5% -16,6%

Atrium Ljungberg AB Fsv - Real Estate 1 036 -2,6% -22,3% 12,0% 73,3%

Skistar Cycl - Recreation Product&Svc 1 004 35,8% 38,5% 64,8% 117,6%

Nibe AB Cns - Building Materials 950 15,0% 44,9% 115,2% 206,5%

Brostrom AB Indy - Marine Transport 902 26,6% 90,6% 77,5% 210,2%

Boliden AB Bas - Non Ferrous Metals 892     169,2% 286,4%

Home Properties AB Cycl – Lodging 889 1,7% -10,9% 5,3% 83,8%

Anoto Group Ab Tech – Computers 829 -64,0% -93,9% 25,0% 23,8%

ORC Software AB Tech – Software 802 -36,1%   50,0% 14,8%

Karo Bio AB Health – Biotechnology 802 -80,0% -83,2% -28,9% -76,1%

Axis AB Tech – Computers 792 1,8% -73,8% 23,5% 20,4%

Addtech AB Indy - Advanced Indust Equip 752 -28,9%   42,6% 92,6%

Scribona AB Tech – Computers 737 -10,0% -55,0% 35,6% 47,8%

Micronic Laser System Indy - Elec Components&Equip 694 -62,2% -87,2% 136,1% 108,6%

New Wave Group AB Cycl - Clothings & Fabrics 578 -9,9% -20,3% 143,9% 261,9%

Active Biotech AB Health – Biotechnology 432 -55,2% -74,8% 93,3% 44,7%

Bong Ljungdahl AB Bas - Paper Products 429 -45,8% -67,8% -18,2% 1,5%

OEM International AB Indy - Elec Components&Equip 428 -24,7% -49,6% 55,7% 60,7%

Transcom Worldwide SA Tech - Internet Services 415 -24,3%   245,7% 271,4%

Bioinvent International Ab Health – Biotechnology 413 -59,4%   -10,7% -45,0%

Lagercrantz Group AB Indy - Elec Components&Equip 387 -44,4%   65,5% 27,3%

Concordia Maritime AB Indy - Marine Transport 387 -50,3% -67,3% 66,7% 230,9%

Medivir AB Health – Biotechnology 374 -1,1% -82,2% 185,4% 134,1%

Midelfart Sonesson AB Food - Food Products 347 -23,3% -68,1% 4,3% 91,3%

Industrial & Financial Sy Tech – Software 346 -85,5% -96,7% 55,0% 85,0%
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Poolia AB Ncyc - Consumer Services 301 -67,0% -91,1% 75,9% 95,2%

Studsvik AB Util - Electric Utilities 292 -2,7%   81,9% 100,0%

Audiodev Ab Tech – Software 288 -44,1% -74,4% 117,9% 159,8%

IBS AB Tech – Software 266 -65,8% -89,2% 186,6% 234,3%

Elanders AB Med – Publishing 263 -59,1% -87,2% 122,2% 154,0%

Profil gruppen Indy - Factory Equipment 253 14,3% 2,3% 22,7% 40,9%

NeoNet AB Fsv - Investment Services 229 -65,0%   48,6% 25,7%

Vitrolife AB Health – Biotechnology 202 -56,0%   77,3% 109,1%

Semcon AB Indy - Industrial services 179 -79,0% -92,6% 8,7% 124,3%

Proact It Group AB Tech - Diversified Techno Svc 175 -61,3% -81,3% 8,6% 7,5%

Enea Ab Tech – Software 174 -80,9% -98,8% 146,8% 396,8%

Biotage AB Health – Biotechnology 158 -84,3% -96,6% 172,5% 85,7%

Partner Tech Indy - Elec Components&Equip 158 -74,4% -91,9% 139,9% 363,8%

Ortivus AB Health - Advanced Medic Device 155 -21,7% -67,5% 198,2% 133,0%

Technology Nexus AB Indy - Industrial services 146 -78,1% -91,9% 37,1% 11,9%

HiQ International AB Tech – Software 123 -86,9% -96,6% 241,6% 472,5%

Prevas AB Tech – Software 110 16,0% -82,3% -33,1% 29,0%

Acando AB Tech – Software 109 -47,4% -95,1% 47,1% 74,3%

Rnb Retail And Brands Ret - Retailers, Apparel 109 0,0%   9,0% 265,5%

Elektronik Gruppen AB Indy - Elec Components&Equip 101 -68,2% -81,9% 137,6% 187,3%
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Cont of data 

Company (08/10/02) P/E 01 P/E 02 
Forward 

P/E 
Ev/EBIT 

01 
Ev/EBIT 

02 
Forward 
Ev/EBIT 

Forward 
ROE 

P/BV 01 

Nokia Oyj 17,7 x 17,1 x 7,9 x 25,1 10,7 9,8 24,36% 11,3 x

AstraZeneca 16,3 x 17,5 x 8,6 x 19,7 12,1 13,0 22,93% 7,3 x

Hennes & Mauritz AB 32,1 x 23,5 x 13,1 x 31,2 14,5 12,2 26,90% 12,6 x

Nordea Bank 6,5 x 8,7 x 7,1 x       11,00% 1,5 x

Teliasonera Ab 44,0 x 50,3 x 8,1 x 83,4 34,6 20,8 4,60% 2,5 x

Svenska Handelsbanken AB 8,8 x 9,4 x 8,3 x       14,62% 2,2 x

Stora Enso Oyj 8,2 x 14,3 x 19,1 x 12,5 13,3 9,0 9,73% 1,5 x

SCA Sv Cellulosa 11,0 x 10,9 x 8,4 x 9,5 9,6 8,5 11,60% 1,5 x

Ericsson     9,3 x       -8,41% 6,6 x

Volvo AB 166,3 x 36,8 x 6,6 x 59,0 20,7 11,9 3,95% 0,9 x

Sandvik AB 13,3 x 14,0 x 7,5 x 11,0 9,8 8,7 14,98% 2,5 x

S E Banken 9,8 x 9,5 x 6,5 x       12,08% 1,5 x

Swedbank AB 8,8 x 9,3 x 4,4 x       13,55% 1,8 x

Electrolux AB 11,6 x 7,7 x 9,5 x 11,8 5,6 5,7 15,58% 2,0 x

Securitas AB 33,1 x 25,5 x 10,2 x 29,5 15,2 13,0 14,06% 6,5 x

Investor AB 4,0 x 12,9 x   15,2       1,3 x

Assa Abloy AB 26,7 x 23,2 x 8,4 x 30,0 16,8 14,2 10,42% 4,6 x

Atlas Copco AB 9,8 x 10,7 x 7,7 x 11,1 8,7 7,6 10,74% 1,9 x

ABB Ltd.   7,2 x 8,5 x 56,5 6,3 4,7 22,04% 3,3 x

Scania AB 24,7 x 13,2 x 6,5 x 19,9 10,5 9,2 12,05% 2,5 x

Swedish Match AB 19,7 x 16,0 x 12,5 x 11,8 11,3 10,2 28,78% 4,6 x

SKF AB 10,3 x 9,4 x 6,9 x 7,2 6,3 5,6 13,28% 1,6 x

Tele2 Ab 48,1 x   9,3 x   18,7 11,3 1,41% 2,2 x

Skanska AB 805,7 x 14,6 x 8,3 x 23,4 8,7 7,3 10,38% 1,7 x

Holmen Ab 7,3 x 9,4 x 14,8 x 8,1 7,9 7,5 11,04% 1,4 x

Autoliv 18,1 x 9,6 x 7,1 x 15,6 6,7 5,7 9,53% 1,0 x

Lundbergforetagen 5,2 x 16,5 x 14,6 x 31,1     6,30% 1,0 x

TietoEnator Oyj 11,3 x 13,6 x 6,0 x 19,1 9,0 7,7 16,94% 5,6 x

Saab AB 11,7 x 11,7 x 7,4 x 11,7 9,1 7,6 11,20% 1,7 x

SSAB Svenskt Stal 14,2 x 13,6 x 4,3 x 13,0 10,8 7,6 9,27% 1,1 x
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Getinge Ab B 14,9 x 13,2 x 12,3 x 13,0 11,0 9,2 18,88% 3,1 x

Eniro AB 15,9 x 18,8 x 4,0 x 19,1 12,9 10,3 9,43% 3,1 x

SAS   35,3 x     22,9 9,8 6,84% 0,6 x

Alfa Laval AB 81,7 x 16,7 x 6,8 x   9,0 7,7 12,69%   

Axfood Ab 20,9 x 12,4 x 11,4 x 11,8 8,5 7,1 33,26% 6,0 x

Hufvudstaden Ab 11,2 x 15,0 x 18,3 x 18,1 14,6 13,7 7,55% 1,3 x

Trelleborg AB 9,5 x 8,8 x 4,6 x 12,2 8,2 6,7 9,35% 1,0 x

Hoganas 23,4 x 14,0 x 6,3 x 22,1 11,6 9,9 19,30% 3,1 x

Billerud Aktiebolag 5,8 x 6,9 x 7,5 x 4,8 6,1 5,0 23,25% 1,5 x

JM AB 4,5 x 7,6 x 3,4 x 6,4 6,8 7,3 15,18% 1,9 x

Munters AB 19,8 x 17,0 x 9,0 x 11,4 10,8 9,6 23,62% 4,7 x

NCC AB   4,6 x 4,1 x   6,6 8,5 8,47% 0,7 x

Clas Ohlson Ab 28,7 x 20,2 x 11,6 x 18,2 13,0 11,8 31,96% 9,1 x

Seco Tools AB 11,7 x 12,9 x 9,0 x 6,5 6,4 6,1 27,36% 3,8 x

MTG (Modern Times Group) 27,2 x 23,9 x 6,3 x 44,7 11,4 8,9 12,05% 6,3 x

Castellum AB 12,7 x 11,9 x 10,5 x 15,1 13,3 12,8 9,12% 1,2 x

Fabege AB 15,8 x 12,3 x 10,3 x 16,3 12,2 14,0 5,99% 0,8 x

Cardo AB 8,9 x 8,0 x 8,0 x 6,9 4,7 4,4 11,72% 1,2 x

Fazer Confectionery 8,1 x 13,2 x 24,7 x 7,0 8,9 8,4 12,61%   

Nobia AB 11,2 x 8,1 x 3,6 x   5,8 4,8 16,95%   

Intrum Justitia AB 13,0 x 12,8 x 7,8 x   11,4 8,9 17,77%   

PEAB AB 5,5 x 5,6 x 5,3 x 6,6 6,3 5,4 17,03% 1,2 x

D Carnegie AB 4,0 x 8,6 x 5,9 x       17,67% 4,7 x

Elekta AB 14,5 x 12,9 x 16,3 x 10,5 6,3 5,3 12,15% 2,1 x

Kungsleden AB 9,4 x 7,9 x 9,7 x 12,2 10,9 11,1 12,18% 1,2 x

Hexagon AB 12,0 x 10,2 x 6,9 x 13,6 9,7 8,3 9,40% 1,2 x

Gunnebo AB 12,1 x 10,2 x 5,2 x 14,2 11,3 9,1 13,35% 1,8 x

Haldex AB 22,0 x 11,2 x 4,9 x 18,0 10,1 7,5 10,32% 1,2 x

Bilia AB 10,2 x 7,6 x 7,1 x 6,5 7,1 6,6 14,60% 1,3 x

Klovern Ab   102,2 x 8,2 x   64,4 86,4 3,21%   

Cision AB 37,7 x 23,5 x 7,9 x 43,9 13,6 9,7 5,32% 2,4 x

Teleca Ab 5,2 x 25,2 x 4,9 x 18,4 11,6 6,9 4,98% 2,4 x

Rottneros AB 8,9 x 28,0 x   7,7 26,2 5,1 9,42% 1,1 x
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Q Med AB 36,1 x 35,8 x 15,0 x 177,0 31,0 10,4 13,99% 9,2 x

Mekonomen AB 24,6 x 17,9 x 8,7 x 12,8 10,4 8,3 13,87%   

Bure Equity AB 15,9 x 14,1 x         8,22% 0,9 x

B&B TOOLS AB 13,0 x 10,2 x 5,2 x 8,0 6,1 5,4 12,94% 1,3 x

Sectra AB 27,5 x 18,6 x 19,5 x 26,8 12,4 10,7 28,92%   

Wallenstam Byggn 29,8 x 18,7 x 23,2 x 17,4 12,3 15,9 8,66% 1,5 x

Proffice AB 75,8 x 43,5 x 5,7 x 213,2 30,4 8,5 15,52% 6,7 x

Atrium Ljungberg AB 12,5 x 11,8 x 13,0 x 12,9 11,7 11,1 11,89% 1,7 x

Skistar 18,9 x 10,7 x 12,2 x 13,9 10,1 9,0   1,6 x

Nibe AB 12,9 x 10,6 x 10,9 x 9,3 7,4 6,4 18,09% 2,5 x

Brostrom AB 3,0 x 6,9 x 55,3 x 4,6 6,6 5,7 10,69% 0,9 x

Boliden AB   8,3 x 4,9 x   13,0 9,1 7,64%   

Home Properties AB 9,7 x 9,8 x 19,8 x 12,3 11,0 10,7 11,05% 1,2 x

Anoto Group Ab     42,7 x       -30,73% 4,8 x

ORC Software AB 12,3 x 8,4 x 11,7 x 22,7 4,2 3,4 33,71% 11,5 x

Karo Bio AB             -19,30% 7,0 x

Axis AB   22,1 x 13,0 x   14,2 8,5 15,44% 5,6 x

Addtech AB 14,1 x 8,4 x 6,9 x 16,0 6,2 4,5 22,12%   

Scribona AB   13,7 x     17,9 8,9 6,94% 0,5 x

Micronic Laser System 105,4 x   13,0 x 206,7   7,8 6,86% 5,5 x

New Wave Group AB 9,3 x 8,0 x 3,7 x 9,7 8,2 6,9 21,45% 2,6 x

Active Biotech AB             -79,75% 1,5 x

Bong Ljungdahl AB     8,8 x 50,8 24,4 9,8 5,75% 1,2 x

OEM International AB 7,7 x 9,5 x   12,8 10,8 6,7 15,44% 1,7 x

Transcom Worldwide SA 18,6 x 5,5 x 5,4 x 22,9 3,4 1,7 14,58% 1,3 x

Bioinvent International Ab     16,4 x       -8,35% 2,8 x

Lagercrantz Group AB 7,2 x 13,3 x 5,5 x 9,3 7,4 4,0 10,19%   

Concordia Maritime AB 1,6 x   13,3 x 5,4     -4,60% 1,2 x

Medivir AB     9,5 x       -9,09% 1,4 x

Midelfart Sonesson AB 84,3 x 14,9 x 11,0 x 31,4 13,8 11,5   1,6 x

Industrial & Financial Sy     11,1 x     56,3 -2,57% 1,4 x

Poolia AB 56,9 x   6,1 x 602,5     2,86% 2,2 x

Studsvik AB     17,5 x     49,7 -1,07% 0,6 x
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Audiodev Ab 9,6 x 6,4 x   12,8 0,9 0,5 16,37% 2,5 x

IBS AB     37,5 x     7,5 2,81% 1,9 x

Elanders AB   535,7 x   39,8 66,6 13,7 5,90% 0,9 x

Profil gruppen 56,1 x 43,7 x 8,1 x 23,3 21,4 10,5 9,23% 1,3 x

NeoNet AB 45,5 x   13,2 x       -0,26% 2,5 x

Vitrolife AB     15,9 x       -2,20% 2,2 x

Semcon AB 128,8 x 7,7 x 2,6 x 130,5 5,6 2,9 18,16% 6,1 x

Proact It Group AB     7,3 x 26,7   0,4 4,44% 1,7 x

Enea Ab     8,5 x       -7,32% 2,6 x

Biotage AB     9,1 x       -6,84%   

Partner Tech   121,7 x 6,8 x   18,9 2,9 9,70% 3,3 x

Ortivus AB   20,3 x     8,1 3,0 10,74% 1,4 x

Technology Nexus AB 12,0 x     32,8   3,3 1,55% 1,9 x

HiQ International AB 3,1 x 30,4 x 7,0 x 17,2 16,3 2,1 4,89% 4,8 x

Prevas AB   17,8 x     11,1 7,8 12,17% 1,4 x

Acando AB   2,9 x 5,1 x     -6,1 10,37% 1,7 x

Rnb Retail And Brands   6,3 x 3,8 x   4,7 6,0 7,73% 0,8 x

Elektronik Gruppen AB 3,4 x 33,9 x   9,9 -30,2 -0,7 11,80%   
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Cont of data 

Company (08/10/02) 
P/BV 

02 
Forward 

P/BV 
EPS 01 EPS 02 

Net Mar 
02 

EPS 1 
year gr 

FCF/share 
02 

Forward 
P/CF 

Nokia Oyj   3,9 x 6,91 7,14 11,96% 6,5% 14,28 12,5 x

AstraZeneca 5,4 x 4,3 x 17,37 16,24 16,98% -7,7% 23,98 14,0 x

Hennes & Mauritz AB 7,3 x 5,4 x 4,61 6,30 11,71% 20,8% 11,59 17,0 x

Nordea Bank 1,0 x 0,8 x 4,82 3,62 22,39% 8,7%     

Teliasonera Ab 1,7 x 1,3 x 0,56 0,49 4,23% 68,9% 3,47 5,8 x

Svenska Handelsbanken AB 1,5 x 1,3 x 11,99 11,22 34,63% 3,9%     

Stora Enso Oyj 1,1 x 0,9 x 9,54 5,45 5,96% 28,2% 20,62 3,9 x

SCA Sv Cellulosa 1,4 x 1,2 x 8,01 8,08 6,53% 8,9% 22,67 5,0 x

Ericsson 1,2 x 0,7 x -9,00 -4,98 -4,24% R+   17,6 x

Volvo AB 0,7 x 0,6 x 0,14 0,63 1,68% 176,6%   4,6 x

Sandvik AB 2,0 x 1,9 x 2,82 2,67 7,18% 8,5% 6,73 7,6 x

S E Banken 1,1 x 1,0 x 7,17 7,41 19,95% 12,6%     

Swedbank AB 1,4 x 1,1 x 9,89 9,37 21,81% 9,6%     

Electrolux AB 1,5 x 1,2 x 5,31 7,98 4,41% 9,6% 17,05 4,6 x

Securitas AB 2,9 x 3,0 x 2,07 2,70 2,68% 28,2% 10,93 8,9 x

Investor AB     10,64 3,30   -28,8%   11,7 x

Assa Abloy AB 2,6 x 2,1 x 3,13 3,59 5,16% 21,7%   8,6 x

Atlas Copco AB 1,6 x 1,0 x 1,95 1,80 6,13% 12,4% 7,16 4,4 x

ABB Ltd. 1,5 x 1,0 x -0,85 2,42 2,29% 136,3%   2,4 x

Scania AB 1,9 x 1,4 x 1,17 2,19 4,81% 28,2% 7,82 6,0 x

Swedish Match AB 5,0 x 4,2 x 3,51 4,31 11,43% 15,4% 8,75 10,1 x

SKF AB 1,5 x 1,2 x 3,91 4,25 5,69% 10,0% 9,40 5,1 x

Tele2 Ab 1,2 x 0,6 x 0,87 -0,60 1,60% R+ 13,43 4,3 x

Skanska AB 1,3 x 1,0 x 0,05 2,93 1,17% 93,9%   4,3 x

Holmen Ab 1,1 x 1,0 x 23,89 18,50 10,67% -5,2% 51,27 6,0 x

Autoliv 0,9 x 0,8 x 9,18 17,21 4,53% 26,8% 48,81 3,9 x

Lundbergforetagen   1,0 x 30,58 9,69   -32,0%   15,4 x

TietoEnator Oyj 2,4 x 2,1 x 9,92 8,21 6,19% 5,8% 16,21 6,8 x

Saab AB 1,5 x 1,1 x 7,00 7,03 4,96% 18,6%   4,1 x

SSAB Svenskt Stal 1,1 x 0,8 x 1,77 1,85 4,39% 56,1%   4,1 x
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Getinge Ab B 2,7 x 2,1 x 2,57 2,89 7,72% 22,1% 7,77 6,9 x

Eniro AB 2,6 x 1,4 x 2,67 2,27 10,13% 20,2% 5,66 8,5 x

SAS 0,5 x 0,4 x -8,11 1,33 1,91% R+   1,9 x

Alfa Laval AB 1,6 x 1,5 x 0,21 1,00 3,60% 74,6%   5,1 x

Axfood Ab 5,1 x 3,5 x 6,16 10,37 1,85% 28,5% 24,97 5,8 x

Hufvudstaden Ab 1,2 x 1,0 x 1,83 1,37 28,24% 0,4% 3,08 11,3 x

Trelleborg AB 0,8 x 0,7 x 6,91 7,45 4,07% 19,5% 20,72 3,7 x

Hoganas 3,0 x 2,4 x 5,70 9,54 11,24% 23,8% 18,02 7,0 x

Billerud Aktiebolag 1,7 x 1,3 x 13,82 11,67 11,58% 18,3% 26,79 4,1 x

JM AB 1,2 x 1,1 x 8,12 4,81 6,36% -13,1% 3,21 6,3 x

Munters AB 4,1 x 3,5 x 3,01 3,50 5,96% 18,0%   9,9 x

NCC AB 0,6 x 0,5 x -19,52 8,57 1,63% 194,9% 23,86 2,5 x

Clas Ohlson Ab 9,4 x 5,9 x 2,63 3,73 10,67% 30,8%   16,3 x

Seco Tools AB 3,9 x 3,3 x 3,52 3,17 11,64% 5,1% 5,35 6,9 x

MTG (Modern Times Group) 2,2 x 1,7 x 2,32 2,64 5,17% 76,7%   8,6 x

Castellum AB 1,2 x 1,0 x 2,01 2,15 23,25% 7,9% 6,23 8,0 x

Fabege AB 0,8 x 0,7 x 1,66 2,13 15,30% 12,4%   7,2 x

Cardo AB 1,3 x 0,9 x 14,80 16,47 5,88% 2,1% 42,87 5,1 x

Fazer Confectionery 2,2 x 1,7 x 19,84 12,14 8,78% -11,6%   8,5 x

Nobia AB 1,4 x 1,1 x 1,67 2,31 4,73% 35,0% 4,59 3,9 x

Intrum Justitia AB 2,3 x 1,8 x 2,70 2,73 7,78% 28,6%   6,6 x

PEAB AB 1,5 x 0,9 x 2,01 1,99 2,67% 5,0% 3,58 3,4 x

D Carnegie AB 2,2 x 1,3 x 8,76 4,08 10,34% -8,0%     

Elekta AB 1,9 x 1,5 x 1,65 1,84 5,82% 11,5%   10,3 x

Kungsleden AB 1,2 x 0,9 x 1,65 1,96 21,63% 6,9%   6,4 x

Hexagon AB 1,1 x 0,9 x 0,89 1,05 2,92% 11,8%   4,0 x

Gunnebo AB 1,6 x 1,1 x 3,21 3,81 3,14% 24,4% 11,23 4,9 x

Haldex AB 0,9 x 0,9 x 3,59 7,06 2,93% 52,2%   3,4 x

Bilia AB 1,4 x 1,0 x 5,28 7,10 1,43% 18,6% 24,25 3,3 x

Klovern Ab 0,9 x 0,7 x -47,89 0,09 2,30% R+   10,0 x

Cision AB 1,1 x 0,6 x 0,53 0,85 5,67% 122,0% 6,12 3,9 x

Teleca Ab 0,9 x 0,6 x 2,93 0,60 4,78% 10,0%   5,6 x

Rottneros AB 0,8 x 0,7 x 0,76 0,24 4,63% 147,2% 1,20 5,6 x



 - 64 -

Q Med AB 4,0 x 2,2 x 0,35 0,35 10,84% 131,6% 0,72 10,7 x

Mekonomen AB 2,8 x 2,0 x 1,77 2,44 5,26% 34,5% 5,32 18,2 x

Bure Equity AB 0,4 x 0,4 x 3,54 4,00 234,11% 169,6%     

B&B TOOLS AB 1,4 x 1,2 x 3,08 3,93 3,20% 17,8% 9,55 6,9 x

Sectra AB 7,3 x 4,7 x 1,24 1,83 11,18% 39,1% 3,58 14,8 x

Wallenstam Byggn 1,9 x 1,5 x 0,48 0,77 10,11% 18,7%   9,3 x

Proffice AB 3,4 x 2,4 x 0,21 0,37 1,72% 208,7%   8,4 x

Atrium Ljungberg AB 1,5 x 1,3 x 1,50 1,58 24,61% 7,5%   8,4 x

Skistar     1,43 2,52 11,12% 7,1%     

Nibe AB 2,7 x 1,7 x 0,89 1,09 5,68% 18,3%   6,1 x

Brostrom AB 0,7 x 0,5 x 5,35 2,35 7,99% 5,2%   2,2 x

Boliden AB 0,5 x 0,3 x -14,67 0,93 2,46% R+ 4,34 1,0 x

Home Properties AB 1,2 x 1,0 x 4,81 4,79 29,16% 6,1%   7,0 x

Anoto Group Ab 2,0 x 1,4 x -8,48 -4,22 -37,18% R+ -4,29   

ORC Software AB 4,0 x 2,6 x 4,38 6,45 31,64% 16,9%   6,9 x

Karo Bio AB 3,4 x 2,2 x -12,14 -8,66 -26,07% R+   13,1 x

Axis AB 4,0 x 2,3 x -0,76 0,52 7,19% 248,2%   10,2 x

Addtech AB 1,7 x 1,4 x 1,92 3,22 4,50% 58,4% 7,64 4,7 x

Scribona AB 0,6 x 0,4 x -0,97 0,25 0,52% R+   2,6 x

Micronic Laser System 1,2 x 0,9 x 0,24 -0,36 7,43% R+   8,2 x

New Wave Group AB 2,2 x 1,5 x 1,49 1,74 5,50% 15,7%   5,6 x

Active Biotech AB 1,0 x 1,9 x -7,67 -16,06 -116,20% R+     

Bong Ljungdahl AB 0,6 x 0,5 x -2,48 -1,33 1,94% R+     

OEM International AB 1,4 x 1,1 x 2,38 1,92 2,80% 30,6%   5,2 x

Transcom Worldwide SA 1,0 x 0,5 x 0,38 1,27 4,60% 75,1%   2,3 x

Bioinvent International Ab 1,0 x 1,2 x -2,17 -0,97 -18,25% R+     

Lagercrantz Group AB 1,2 x 0,8 x 1,93 1,05 2,86% 22,5% 6,70   

Concordia Maritime AB 0,4 x 0,3 x 5,20 -2,50 -11,31% R-   4,9 x

Medivir AB 1,2 x 1,0 x -11,79 -4,48 -12,77% R+     

Midelfart Sonesson AB     0,11 0,62 3,23% 57,8%     

Industrial & Financial Sy 0,3 x 0,3 x -36,70 -14,42 -1,06% R+   1,2 x

Poolia AB 0,9 x 0,6 x 0,21 -0,91 0,66% R+   11,5 x

Studsvik AB 0,8 x 0,6 x -17,74 -5,35 -0,44% R+   3,1 x
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Audiodev Ab 1,3 x 0,9 x 1,87 2,80 17,24% 25,1%   4,6 x

IBS AB 0,6 x 0,4 x -0,69 -0,43 0,65% R+   1,8 x

Elanders AB 0,6 x 0,3 x -1,90 0,06 1,10% R+   1,0 x

Profil gruppen 1,2 x 1,2 x 0,78 1,01 2,28% 262,9%   3,9 x

NeoNet AB 1,5 x 1,0 x 0,11 -0,53 0,28% R+   11,8 x

Vitrolife AB 0,9 x 0,9 x -2,31 -1,10 -2,27% R+     

Semcon AB 1,3 x 0,9 x 0,08 1,34 3,31% 102,7%   2,6 x

Proact It Group AB 0,5 x 0,6 x -0,16 -0,52 1,46% R+   5,7 x

Enea Ab 1,1 x 0,4 x -13,88 -10,28 -3,64% R+   5,0 x

Biotage AB 0,4 x 0,3 x -3,66 -2,38 -42,03% R+ -4,20   

Partner Tech 0,7 x 0,4 x -2,97 0,11 2,44% R+   1,5 x

Ortivus AB 1,5 x 0,8 x -2,73 0,52 9,26% R+   5,1 x

Technology Nexus AB 1,1 x 0,3 x 8,30 -8,59 0,49% R+   2,7 x

HiQ International AB 0,9 x 0,5 x 0,82 0,08 2,47% 6,1%   3,9 x

Prevas AB 1,3 x 1,6 x -3,39 0,81 3,69% R+     

Acando AB 0,7 x 0,5 x -2,76 1,12 5,06% 207,2%   3,1 x

Rnb Retail And Brands 0,8 x 0,7 x -0,28 0,41   -25,7% 0,28 2,9 x

Elektronik Gruppen AB 0,7 x 0,4 x 5,33 0,53 4,27% 209,0%   2,2 x
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Cont. of data 

Company (08/10/02) 
P/FCF 

02 
DivYield 

01 
DiYield 02

Forward 
NetDiv 
Yield 

NetDebt 
01 

NetDebt 
02 

Nokia Oyj 8,6 x 2,06% 2,02% 2,10% -47 513 -62 067 

AstraZeneca 13,0 x 2,65% 2,33% 2,32% -28 101 -27 699 

Hennes & Mauritz AB 26,5 x 1,18% 1,49% 1,75% -8 445 -11 148 

Nordea Bank   6,71% 6,72% 7,13%     

Teliasonera Ab 11,6 x 0,73% 0,73% 0,87% 19 768 18 380 

Svenska Handelsbanken AB   4,29% 4,40% 4,64%     

Stora Enso Oyj 2,9 x 5,40% 5,29% 5,75% 52 247 44 107 

SCA Sv Cellulosa 2,9 x 3,31% 3,50% 3,64% 23 861 24 415 

Ericsson   0,00% 0,00% 0,00% 14 719 10 173 

Volvo AB   6,28% 6,28% 6,43% 9 882 14 180 

Sandvik AB 7,4 x 4,95% 5,10% 5,20% 8 867 10 386 

S E Banken   5,67% 5,80% 6,03%     

Swedbank AB   6,32% 6,32% 6,56%     

Electrolux AB 4,2 x 3,34% 3,71% 4,03% 10 809 5 494 

Securitas AB 5,9 x 1,32% 1,58% 1,85% 12 608 12 426 

Investor AB   10,00% 12,94% 10,22% 13 129   

Assa Abloy AB   1,20% 1,38% 1,56% 15 562 15 050 

Atlas Copco AB 9,3 x 3,82% 3,82% 4,09% 20 078 15 405 

ABB Ltd.   0,00% 1,66% 5,25% 38 934 27 352 

Scania AB 8,9 x 2,70% 2,89% 3,64% 9 877 9 106 

Swedish Match AB 13,2 x 2,10% 2,32% 2,49% 4 410 3 702 

SKF AB 7,8 x 3,07% 3,32% 3,52% 3 788 2 130 

Tele2 Ab 5,1 x 0,00% 0,00% 0,00% 9 579 8 276 

Skanska AB   7,03% 7,26% 7,53% 6 812 8 561 

Holmen Ab 3,7 x 5,02% 5,27% 5,66% 3 161 3 558 

Autoliv 3,4 x 2,74% 2,49% 2,56% 9 673 8 441 

Lundbergforetagen   3,61% 3,76% 4,00% -607 -883 

TietoEnator Oyj 5,4 x 8,01% 3,92% 4,03% -1 787 -892 

Saab AB   3,96% 4,27% 4,74% 2 309 2 017 
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SSAB Svenskt Stal   5,91% 5,91% 6,37% 3 507 3 070 

Getinge Ab B 12,6 x 2,37% 2,53% 2,78% 4 030 3 729 

Eniro AB 2,0 x 1,57% 1,57% 1,87% 1 960 1 465 

SAS   0,00% 0,00% 4,91% 12 975 16 930 

Alfa Laval AB   0,00% 1,49% 2,73% 7 761 4 000 

Axfood Ab 6,5 x 1,95% 2,52% 2,81% 1 434 1 000 

Hufvudstaden Ab 17,8 x 4,11% 4,52% 4,83% 3 924 3 813 

Trelleborg AB 2,3 x 6,11% 6,49% 6,78% 3 267 2 576 

Hoganas 4,0 x 3,03% 3,08% 3,37% 1 661 1 534 

Billerud Aktiebolag 0,9 x 4,38% 6,25% 6,73% 1 731 1 664 

JM AB 11,8 x 8,61% 8,61% 9,32% 4 836 3 082 

Munters AB   1,57% 1,84% 2,20% 196 413 

NCC AB 2,1 x 5,12% 6,82% 7,48% 10 306 6 562 

Clas Ohlson Ab   1,46% 1,95% 2,11% -285 -375 

Seco Tools AB 10,9 x 6,83% 6,83% 7,58% 141 135 

MTG (Modern Times Group)   0,00% 0,00% 0,00% 1 118 1 139 

Castellum AB 9,2 x 6,37% 7,35% 7,54% 8 234 7 909 

Fabege AB   6,28% 6,68% 6,98% 15 547 13 290 

Cardo AB 2,7 x 6,08% 6,84% 7,42% 1 262 -59 

Fazer Confectionery   3,38% 2,87% 3,00% -419 -602 

Nobia AB 3,6 x 0,00% 3,71% 4,29% 2 078 954 

Intrum Justitia AB   0,00% 1,71% 2,62% 1 532 763 

PEAB AB 5,7 x 6,34% 7,25% 8,06% 1 483 1 400 

D Carnegie AB   24,51% 10,51% 12,34%     

Elekta AB   0,00% 0,70% 0,78% -501 -660 

Kungsleden AB   9,13% 10,00% 10,33% 5 813 6 599 

Hexagon AB   4,27% 4,27% 4,52% 2 367 1 968 

Gunnebo AB 1,2 x 3,74% 4,01% 4,63% 1 872 1 873 

Haldex AB   2,85% 2,56% 3,60% 1 259 1 233 

Bilia AB 0,7 x 5,88% 6,25% 6,82% 1 471 1 319 

Klovern Ab   0,00%     -59 -4 

Cision AB 0,4 x 2,25% 2,08% 2,82% 1 590 1 032 

Teleca Ab   3,18% 1,23% 2,36% 159 27 



 - 68 -

Rottneros AB 1,0 x 5,19% 4,44% 5,87% -480 -381 

Q Med AB 35,3 x 0,00% 0,00% 0,00% -106 -52 

Mekonomen AB 12,5 x 1,72% 2,05% 2,34% -101 70 

Bure Equity AB   11,19% 11,74% 11,32% 91 629 

B&B TOOLS AB 5,0 x   4,08% 4,89% 39 -103 

Sectra AB 8,9 x 1,18% 1,49% 1,72% -59 -82 

Wallenstam Byggn   2,78% 3,33% 3,76% 5 793 5 945 

Proffice AB   1,56% 1,42% 3,20% -233 -221 

Atrium Ljungberg AB   4,00% 5,33% 6,36% 1 780 1 882 

Skistar   3,24%   5,60% 851 831 

Nibe AB   2,11% 2,72% 3,03% 255 246 

Brostrom AB   13,12% 8,28% 10,52% 1 256 1 660 

Boliden AB 4,3 x 0,00% 0,00% 0,00% 5 246 4 503 

Home Properties AB   7,48% 7,48% 7,89% 1 446 1 429 

Anoto Group Ab   0,00% 0,00% 0,00% -368 -85 

ORC Software AB   4,07% 5,74% 5,88% -224 -285 

Karo Bio AB   0,00% 0,00% 0,00% -282 -177 

Axis AB     0,00% 0,79% -131 -109 

Addtech AB 10,0 x 4,44% 5,16% 5,93% 71 -115 

Scribona AB   0,00% 1,04% 2,94% 274 389 

Micronic Laser System   0,00% 0,00% 0,00% -114 -67 

New Wave Group AB   2,63% 3,31% 3,77% 497 693 

Active Biotech AB     0,00% 0,00% -648 -351 

Bong Ljungdahl AB   0,00% 0,00% 3,50% 1 148 856 

OEM International AB   7,38% 7,38% 7,38% 152 78 

Transcom Worldwide SA   0,00%     -14 -44 

Bioinvent International Ab   0,00% 0,00% 0,00% -339 -309 

Lagercrantz Group AB 2,7 x 6,83% 7,73% 8,20% -44 -69 

Concordia Maritime AB   9,57%     1 069 1 051 

Medivir AB   0,00% 0,00% 0,00% -160 -138 

Midelfart Sonesson AB   0,00% 2,27% 2,56% 489 461 

Industrial & Financial Sy   0,00% 0,00% 0,00% 254 312 

Poolia AB   1,87% 0,00% 1,83% -451 -369 
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Studsvik AB   0,00%     72 148 

Audiodev Ab   4,19% 6,26% 7,23% -152 -229 

IBS AB   0,00% 0,00% 0,00% 90 37 

Elanders AB   3,97% 3,17% 5,01% 798 794 

Profil gruppen   1,14% 1,93% 3,60% 170 178 

NeoNet AB   3,43% 0,00% 0,00%     

Vitrolife AB   0,00% 0,00% 0,00% -78 -51 

Semcon AB   0,00% 2,74% 5,32% 50 56 

Proact It Group AB   0,00% 0,00% 0,00% -189 -136 

Enea Ab   0,00% 0,00% 0,00% -51 -73 

Biotage AB   0,00% 0,00% 0,00% -665 -563 

Partner Tech         232 106 

Ortivus AB   0,00%     -66 -66 

Technology Nexus AB     0,00% 0,69% -48 -95 

HiQ International AB   19,08% 11,45% 8,51% -124 -63 

Prevas AB     0,00% 2,04% -4 -4 

Acando AB   0,00% 0,00% 0,00% -109 -158 

Rnb Retail And Brands 9,9 x 4,48% 3,45% 3,83% 67 44 

Elektronik Gruppen AB   6,91% 7,18% 7,11% -58 -119 
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Apendix 2. Regression Results 
1 Sector 

Regression Statistics ANOVA
Multiple R 0,350 df SS MS F Significance F
R Square 0,122 Regression 1 3,304 3,304 13,100 0,000
Adjusted R S 0,113 Residual 94 23,709 0,252
Standard Er 0,502 Total 95 27,013
Observation 96,000  
 

Regression Statistics ANOVA
Multiple R 0,783 df SS MS F Significance F
R Square 0,612 Regression 1 0,306 0,306 9,483 0,022
Adjusted R Square 0,548 Residual 6 0,193 0,032
Standard Error 0,180 Total 7 0,499
Observations 8  

 
2 Market Capital  

Regression Statistics ANOVA
Multiple R 0,127 df SS MS F Significance F
R Square 0,016 Regression 1 0,690 0,690 1,847 0,177
Adjusted R Square 0,007 Residual 112 41,836 0,374
Standard Error 0,611 Total 113 42,525
Observations 114  
 

Regression Statistics ANOVA
Multiple R 0,656 df SS MS F Significance F
R Square 0,431 Regression 1 0,036 0,036 1,515 0,344
Adjusted R Square 0,146 Residual 2 0,048 0,024
Standard Error 0,154 Total 3 0,084
Observations 4  
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3 Return 12 months prior the base date 

Regression Statistics ANOVA
Multiple R 0,601 df SS MS F Significance F
R Square 0,361 Regression 1 9,503 9,503 51,430 0,000
Adjusted R Square 0,354 Residual 91 16,815 0,185
Standard Error 0,430 Total 92 26,318
Observations 93  
 

Regression Statistics ANOVA
Multiple R 0,827 df SS MS F Significance F
R Square 0,685 Regression 1 0,850 0,850 17,365 0,003
Adjusted R Square 0,645 Residual 8 0,391 0,049
Standard Error 0,221 Total 9 1,241
Observations 10  

 
4 P/E ratio  

Regression Statistics ANOVA
Multiple R 0,392 df SS MS F Significance F
R Square 0,154 Regression 1 2,497 2,497 11,267 0,001
Adjusted R Square 0,140 Residual 62 13,743 0,222
Standard Error 0,471 Total 63 16,241
Observations 64  
 

Regression Statistics ANOVA
Multiple R 0,690 df SS MS F Significance F
R Square 0,476 Regression 1 0,077 0,077 4,549 0,086
Adjusted R Square 0,372 Residual 5 0,084 0,017
Standard Error 0,130 Total 6 0,161
Observations 7  



 - 72 -

5 EV/EBIT ratio 

Regression Statistics ANOVA
Multiple R 0,325 df SS MS F Significance F
R Square 0,105 Regression 1 2,804 2,804 9,905 0,002
Adjusted R Square 0,095 Residual 84 23,777 0,283
Standard Error 0,532 Total 85 26,580
Observations 86  
 

Regression Statistics ANOVA
Multiple R 0,617 df SS MS F Significance F
R Square 0,381 Regression 1 0,193 0,193 4,313 0,076
Adjusted R Square 0,293 Residual 7 0,313 0,045
Standard Error 0,211 Total 8 0,505
Observations 9  
 

6 Return on Equity (ROE) 

Regression Statistics ANOVA
Multiple R 0,319 df SS MS F Significance F
R Square 0,101 Regression 1 4,190 4,190 11,969 0,001
Adjusted R Square 0,093 Residual 106 37,103 0,350
Standard Error 0,592 Total 107 41,293
Observations 108  
 

Regression Statistics ANOVA
Multiple R 0,883 df SS MS F Significance F
R Square 0,781 Regression 1 0,204 0,204 32,007 0,000
Adjusted R Square 0,756 Residual 9 0,057 0,006
Standard Error 0,080 Total 10 0,261
Observations 11  
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7 Price/Book Value  

Regression Statistics ANOVA
Multiple R 0,292 df SS MS F Significance F
R Square 0,085 Regression 1 3,609 3,609 10,178 0,002
Adjusted R Square 0,077 Residual 109 38,644 0,355
Standard Error 0,595 Total 110 42,252
Observations 111  
 

Regression Statistics ANOVA
Multiple R 0,471 df SS MS F Significance F
R Square 0,222 Regression 1 0,252 0,252 2,565 0,144
Adjusted R Square 0,135 Residual 9 0,886 0,098
Standard Error 0,314 Total 10 1,138
Observations 11  
 

8 Price/Cash Flow 

Regression Statistics ANOVA
Multiple R 0,431 df SS MS F Significance F
R Square 0,186 Regression 1 4,703 4,703 17,131 0,000
Adjusted R Square 0,175 Residual 75 20,589 0,275
Standard Error 0,524 Total 76 25,292
Observations 77  
 

Regression Statistics ANOVA
Multiple R 0,688 df SS MS F Significance F
R Square 0,473 Regression 1 0,506 0,506 5,381 0,059
Adjusted R Square 0,385 Residual 6 0,564 0,094
Standard Error 0,307 Total 7 1,070
Observations 8  
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9 Dividend yield  

Regression Statistics ANOVA
Multiple R 0,479 df SS MS F Significance F
R Square 0,229 Regression 1 1,249 1,249 21,429 0,000
Adjusted R Square 0,219 Residual 72 4,197 0,058
Standard Error 0,241 Total 73 5,446
Observations 74  
 

Regression Statistics ANOVA
Multiple R 0,933 df SS MS F Significance F
R Square 0,870 Regression 1 0,413 0,413 40,013 0,001
Adjusted R Square 0,848 Residual 6 0,062 0,010
Standard Error 0,102 Total 7 0,475
Observations 8  
 

10 Debt Level 

Regression Statistics ANOVA
Multiple R 0,065 df SS MS F Significance F
R Square 0,004 Regression 1 0,178 0,178 0,450 0,504
Adjusted R Square -0,005 Residual 105 41,598 0,396
Standard Error 0,629 Total 106 41,776
Observations 107  
 

Regression Statistics ANOVA
Multiple R 0,769 df SS MS F Significance F
R Square 0,592 Regression 1 0,306 0,306 11,593 0,009
Adjusted R Square 0,541 Residual 8 0,211 0,026
Standard Error 0,163 Total 9 0,518
Observations 10  

 

11 Multiple factor test 

Regression Statistics ANOVA
Multiple R 0,259 df SS MS F Significance F
R Square 0,067 Regression 4 1,293 0,323 0,985 0,424
Adjusted R Square -0,001 Residual 55 18,057 0,328
Standard Error 0,573 Total 59 19,350
Observations 60  
 

 

 




