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Study Objectives

Determine If industry specific
product prices are directly

related to firm specific stock prices

Research Approach

Univariate Regression Analysis
Time Period: 2004-2013

Data Frequency: Monthly

Data Sets

3 Digit Industry Product Prices
Firm Stock Prices

Model Specification

P(1Jt) =A+B(PPI(Jt))
Where:

P(1Jt) = Price of ith stock In
Jjth Industry at time t

PPI(Jt) = Producer Price Index

For Jth Industry at time t
A,B = equation parameters
Hypothesis: B> 0, T Stat > 2
FIndings:
o Slze of b coefficients for majority of firms
Increased from 04-08 to 08-13.
o [-Stats > 2 for most firms indicating b >
0
e R”2 consistently high for railroad firms
over both time periods
Conclusion:
e Producer prices are predictors of firm
stock prices
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Regression Results

| 0042008 | @ 20092013
FirmName  |b  |Tstat [RA2  |b  [TStat [RA2
valspar  0.06 326 |048  0.985  [2149 085
Dow 0047 |-113 0026 0369 |7.559 [0.426
Praxair 1208 6855 |0.495 157  |7.076  [0.394
NN 0043 |-2784 0439 0281 |6.714 (036
TimkenCo 0261  |10.211 |0.685  |0.604  |12.591 [0.665
—



