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ABSTRACT 

When people invest in common stocks they give up current consumption in hope of attaining 
increased future consumption. They expect to collect dividends and eventually sell the stock at a 
profit. A common stock is a type of security, which represents a commitment on the part of a 
corporation to pay periodically whatever its board of directors deems appropriate as cash 
dividend. Although the amount of cash dividend to be paid during the next year is subject to 
some uncertainty, it is generally relatively easy to accurately predict. However, the amount for 
which a stock can be bought or sold varies considerably, making the rumual return difficult to 
accurately predict. This means that investors buy stock because they expect an increase in their 
wealth; this increase in their wealth has two components -that is, the dividend received and the I 

increase in the value of the stock (capital gain). The percentage change in the investor's wealth 
from the beginning to the end of a period is known as the rate of retum or simply the retum. 

~n making investments decisions, investors will always wish to employ trat gie that will r alize 
sup rior perfonnance. ne of the mo. t important d v lopml:nls in quit) management in th~.: 1 . t 
several years is the creation or portfolio strategies based on value ricntcd nnd growth mh: nt d 
·tylcs, where value lOCkS have been d •fined as tock with U hi 1hct nf cithc.:t Ulrtlil\ 1S i ld, 
book to market value, dividend yield. orca h t1ow to 1 rice t.tti . und gr J\\ th sto ·ks ns thos "ith 
a low of these ratios. In markets around the "orld, value ({l ·k. hav~ to · h~ wn 'UJ ~rior 
performance than grov.1h tock . ThL tudy ou •ht t l find l ut' h~th~t th~.:r~ c. ist. n valur 
premium at the AIR BI T K E.~' l:l G"' if t lrlt: lt n tht l.lsi. or look to 
market value. It' indicati e from th tud 
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CHAPTER ONE 
INTRODUCTION 

1.1.1 Background 

In making investment decisions, investors will always wish to employ stra tegies that wi ll rea lize 

superior performance. One of the most important developments in equity management in the last 

several years is the creation of portfolio strategies based on value and growth oriented styles, 

where value stocks have been deftned as stocks with a higher of earnings yield, book-to-market, 

dividend yield or cash flow to price ratio. Growth stocks are known for their lack of dividends 

and rapidly increasing market prices. Defined by their tendency to grow faster than the market, 

these companies generally reinvest all earnings into infrastructure in order to maintain rapid 

growth, rather than directly paying out their earnings to investors. Young technology companies 

are often considered to be high growth, but the main characteristic of growth companies is that 

they believe ploughing earnings back into th res arch and d v lopm nt of new products 

b nefit shareholder more than a dividend ofTcr. 

"Indeed it is now common for money management firms to ddin th~: m dvl's ns vulu slo<.:k 

manager or growth stock managers \ ·hen elling their . r\'in to th it di nts" (Rl'illy ond 

Brown 2000 pg. 908). 

harpe, Alexander, and B iley 2003 tat th t th d- nd- t ruh: on hO\ ll) ·k . . m: 

divid d into ro \th t ll 
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1.1.2 Value and Growth Oriented Investors 

Lofthouse (2001), explains that value managers arc essentially managers who buy cheap stock 

with 'cheap' being defined as a lot of current year earnings, or assets, or immediate income 

(dividends) per shilling paid; and growth investors are those looking for rapid or sustained 

growth in the future of earnings, assets, dividends etc. He defines a value investor as one who 

invests in shares with one or more of the following attributes: 

Low price earnings ratio PIE [for high earnings yield [E/P], high cash flow to price ratio [C/P] , 

High dividend yield [D/P], high asset value per share, low growth at Reasonable Price ratio. 

n their part, Reilly and Urown (2000) give th following distinction b t-.; cen alue and growth 

investors: -

A growth-oriented invc ·tor will: focu on the bPS comt onent of lhl' PIE t·ttio and its l'l'Unomic 

determinant, look for companies that he or he e ·1 ect to e. ·hi bit 1 pid · P in the rutm : and 

often implicitly assume that the PIE ratio will rem in " n tant O\' r the ne,tr h.:rm. meaning that 

the tock price will ri e a foreca ted eamin 't11 i tlize l. 

On th other hand a alue orient m 

he or he mu t b 

impli itly 

thi itu ti 

In urnn 

llll ll\:tlt l,f the P/1:.. t Hil)' 

I l mt ari l n· nnt 
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on share pnce m anticipation of market correction and possibly improving company 

fundamentals. 

According to Brealey and Myers (2002) investors seem to buy growth stocks primarily for 

expectation of capital gains, and they arc interested in the future growth of eaming rather than in 

next year's dividend. On the other hand, they buy income stocks primarily for cash diviuends. 

Income- These stocks aren't (usually) growth hungry, or they've already reached their maximum 

growth potential. Income stocks' prices do not tend to fluctuate a great deal. However they do 

pay dividends that are higher than average. The value of an income stock depends on its 

reliability and track record in paying dividends. Generally, the longer a company has maintained 

dividend payments, the greater its value to investors. 

Fisher and Jordan (2002) describe value managers as managers seeking high yield. They tend to 

look for companies that have either high dividend yields, low market-to-book value ratios or low 

price earnings ratios. According to these authors, in times of conomic uncertainti s there tends 

to be an increasing emphasis on seeking such high yield invcstnH;nt.. ThL . tern. from tlu: d . ire 

to achieve high current income and can be accomp\i::;hcd by holding sto ·k th 1t pa 'hi •h lltr nt 

dividends. 

'I hey describe an alternative to thi ap ronch 

·tocks tend to be stock with low P 

cycle, certain stock group that are 

economy tend to b out of fa our. 

th t ck b cau e th y e 1 th t tl 

th u trie . \Vh n thi 

pri 

th 
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1.1.3 Momentum and Contrarian Strategists 
In contrast to value and growth strategists' momentum and contrarian strategists group stocks on 

the basis of the size of their returns over some time period. Momentum investors seek out to 

purchase those stocks that have recently risen significantly in price on the belief that they will 

continue to rise owing to an upward shift in their demand curves. Conversely, tho ·c stocks that 

have recently fallen significantly in price are sold on the belief that their demand curves have 

shifted downward. 

Investors who call themselves contrarians do just the opposite of what most other investors are 

doing in the market: They buy stocks that others have ignored and think of as losers, and they 

sell stocks that others have feverishly pursued and think of as winners. They do so in the belief 

that investors tend to over react to news. That is, stocks that have plunged in price because of 

some recent piece of bad news (such as recently announced weak earnings) are thought to have 

fallen too far in price. lienee such stocks are viewed as being ready for a price rebound as 

investors realize that th y have ov r reacted to the bad news associated with th stock and 

. ubscqucntly drive the price upward toward th . tocks runtlmncntal 'ulu . 

imilarly, stocks that have ri ·en rapidl · in pric b cau c of some rcnnt pi · \ r '\HHI n ws 

( uch as recently announced trong eaming ) are thou •ht to have 1 i n t lO l~u iu 1 rice. 11 n ·c 

such stocks are viewed a being ready for a 1 ri drop a ill\'e t 1r r tlizc that they hu,· 

overreacted to the good new a ci t d ' ·ith th 

downward toward the stock fundam nt I ' lu . . 

1.1.4 Value 

A numb r o 

tr t ie ; B 

tum th n 'I, ' th 



In their study Davis et al (2000) confirm the controversial findings of Rosenberg eta! (1985) that 

firms with high ratios of book value of common equity (BE/ME) have higher returns than firms 

with low (BE/ME) ratios. In addition they confirm the robustness of the multi factor model of 

Fama and French (1993, 1996), which uses the market portfolio and mimicking portfolios for 

factors related to size (market capitalization) and style (BE/ME) to describe returns in the U . . !\. 

over a 68-year period. 

It has also been documented that the historical superiority of value stocks over growth stocks 

may be influenced by the firm size effect. Arshanapalli et al (1998) found that the superior 

performance of value stocks over growth stocks is positively and significantly associated with 

the firm size variable (small- large) in most of the countries. Fama and French (1998) examine 

both value premium and size effect on the average returns in emerging markets. They report that 

value stock portfolio returns in emerging markets confirm superior performance of value stocks 

in developed markets. Moreover, the returns on mall and large capitalization portfolios suggest 

that there is an important size effect. 

According to Drew and Yccravaghaulan (2002) small and hi 1h book-to-m·uk t ~:quit stn ·ks 

generated higher return than big and low book-to-mark t quit ' st\ll.:ks in tht· 1\ t.lla. ·sian s tl in •. 

1 herefore their findings clearly document evidence fa ·iz md l lok-t ·milk ·t ~:quit clti: ·t 

and sugge t that ize and value premium ar a c mp n ntion for 1 i k that L not ·,1ptlll d h · th 

capital asset pricing model. Hence prop in th t m ll mn m l hi •h l \ l k-t Hnarkd cqmty 

firms carry a ri k premia. 1 he e findin l 9~ 

and l Teston et al 1998) in th t n int m ti n I mn nt . 

' I h v lu premium in n n . ; hun. putli 1 • I 

• min th 11\CII , 
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book-to-market (HB/M) ratios of common stocks have higher average returns than firms with 

low book-to-market (LB/M) ratios. The two-factor model, in which market risk premium and 

the difference between returns of (HB/M) and (LB/M) are two explanatory returns largely 

covering the average returns on portfolios in the United States and 13 major markets outside the 

United States. 

In their study of the comparison of returns between value and growth and between small and 

large capitalization portfolios for an emerging market (Istanbul stock exchange I E) Gonce and 

Karan (2003) documented that growth portfolios have superior perfmmance over value 

portfolios. Their results do not confirm the evidence from most developed and emerging 

markets . Moreover their results are inconsistent with the evidence from most developed 

markets, monthly and annually small-large portfolio spreads favour large stocks. They 

concluded that size and B/M risk factors along with market risk premium produce better 

description of the returns on value and growth portfolio . 

Academic studic covering the p~.:riod from the carl 1960s to the nrly 1990s hnv~.: round th t 

value has been the long-term winner. One tudy Davis (1 4) that lo 1kcd at th~: pnind 1910- ) 

ha · found out the ·ame thing, as hu anoth r that ha ' lHlc back to 1929 (1 i\\ t" d al . 000) . Sn 

for the period of 60 plus years alue ha beat n rowth but r l: ntly it h m t I ol\hous (. 00 I) 

and Gonec and Karan (2003) 

han, Loui and Lakoni hok (200 th:r ( rt o l th l t Os \ ts h.trsh on 

lllll s l 1 [,\Usiblc 
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According to Chan, Louis and Lakonishok (2004), value and growth are now widely recognized 

distinctive specializations adopted by money managers. They state that the topic of value and 

growth investing strategies is a prime example of fruitful exchange of ideas between academic 

research and investment practice. The results of academic studies have formed the basis for 

investment strategies that are widely applied in equity markets. Given this potential benefit, it 

would be important to know whether a size and value premium would be observed in other 

emerging markets such as the Nairobi Stock Exchange. Such knowledge would be handy to 

investors at the Nairobi Stock Exchange particularly institutional investors such as pension 

schemes and mutual funds that would wish to employ the most rewarding strategies. Hence, the 

study. 

1.2 STATEMENT OF THE PROBLEM 

The motive of every investor is to make good return on his /her investment. In making the 

investment decision the investor would therefore wish to employ that strat gy that will realize 

superior performance. It is therefore important for an invc. tor to know th strat g that will 

rcalilc superior performance in a particular tock marht Black nnd McMillan(. 004),. tntc thnt 

tylc investing incorporate· Strategic. that help discriminall: the !'utlll p~o:ti'Oli\1\\11C\: of'ptHtil'Ul I 

types or tock . One of the mo ·t freltUently u ed style i \' tim: lll\'l'Stin 1 , when: im ~:sims 

purcha c value lock rather than growth to k in order to bcm: lit It Hll pnt nti ll I{Hl t rm 

perfonnance of value stocks in the fom1 ofhi her nv m 

1 he finding th, t the alue-premium an 

that a multi factor asset-pricin model d 

return than b ta, natur lly r m in 

that the vatu pr mium i 

!:.AI 1:. ountri . 

tl 
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returns in developed markets, few studies have investigated whether such findings are 

corroborated in emerging markets. This is potentially important because such evidence may be 

sample-specific - that is, driven by economic, institutional and regulatory arrangements peculiar 

to developed markets. A study by Asienwa (1992) sought to lind out whether there is a 

relationship between share performance and investment ratios of companies quoted at the 

Nairobi stock exchange. It is indicative from the study that a relationship exists between 

investment ratios and share prices .The conclusion was that there is a strong relationship between 

investment ratios and share prices of companies quoted at the Nairobi stock excange. Ilowever, 

the study focuses on performance as indicated by the share price and not returns . Also the above 

study looked at investment ratios in general while this proposed study is restricted to book to 

market value ratios to test whether there exists a value premium at the Nairobi stock exchange. 

The problem is therefore that of determining whether there is a value premiwn at the Nairobi 

tock Exchange Market. 

1.3 · OBJECTIVE OF THE TUDY 

1. To examine wheth r thf.!rc exist a vulu premium Ul the Nairobi Stl ck E. dtnn •c. 

1.4 IGNIFI ANC OF THE T D 

This study would be of intere t to variou p pl in ludin 

(i) In e tm nt pr 

'J he tudy will m in It tin • th~ 

t in tr t •. 
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CHAPTER TWO 

LITERATURE REVIEW 

2.1 RETURN ON INVESTMENT 

When people buy common stocks they g1ve up current conswnption m hope of attaining 

increased future consumption. They expect to collect dividends and eventually sell the tock at a 

profit Van Horne ( 1998). A common stock is a type of security which represents a commitment 

on the part of a corporation to pay periodically whatever its board of directors deems appropriate 

as cash dividend. Although the amount of cash dividend to be paid during the next year is subject 

to some uncertainty, it is generally relatively easy to accurately predict. However, the amount for 

which a stock can be bought or sold varies con iderably making the annual return difficult to 

accurately predict harpe, Alexander and Bail y (20 4 ). ' l hi. m ans th, t inv . tors bu . tock 

bccau th y expcct an incrca c in th ir w alth: this incrc. s in th ir w nlth h two ompon nts 

that is, the divid nd r c ived and thc incrca c in the value f th H ck (cn1 it tl g tin) lh 

p rcentage change in the inve ·tor' wealth r m th b •innin ' t 1 the n I >I a 1 ~.: t i d is kmm n 1s 

the rate of return or imply the return. 

2.2 0 v 
I· our p ible explanation for th 

defin d the value premium 

how th t th iti · rei ti n 

oh 

D 

ul t I. 

II 

th t Kk ' hich u 

Kinl.1. ( ll)9 

l l t in 1 ult 



large capitalization stocks, and the difference between the returns on portfolios of high B/M 

(value stocks) and low B/M (growth stocks). 

Another explanation of value premium is raised by Daniel and Titman (1997), DeBondt and 

Thaler (1987), Lakonishok et al. (1994 ), and Haugen ( 1995) by using the ov rr action 

hypothesis. They show that investors overreact to performance and a sign irrationally low 

values to weak firms that have high B/M and irrationally high values to strong finn that have 

low B/M. When the overreaction is corrected, weak firms have high stock returns and trong 

firms have low returns. 

The final explanation of the value premium depends upon a behavioral overreaction. Daniel and 

Titman (1997) suggest that the model covers anything that produces a premium for the value 

characteri tic relative to the growth characteristic and is not the result of risk. However, Davis et 

al. ( 1999) show that the three-factor risk model e. plain the value premium better than the 

charactcri tic model of Daniel and Titman ( 1997). 'I h y con lutl I th. t th ni I and Titm n 

cvid nc i. p cific to th ir rath r hort amp! I riod. 

'I he value premium in market ar und the \ orld hu ul o b ~.:n 1.: • unin l. 

(1998) examine the perfom1ance of value and ro \1h inve~tin' tr t i 

Europe, the Pacific Rim, and International curitie . 

region, alue tock ho u eri r p r:fi nnan e r 

1 hi up rior perfonnanc nifi 
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2.3 THEORIES EXPLAINING THE VALUE PREMIUM 

Academic studies covering a period of GO plus years have shown that value ha been the long­

term winner. Value stocks have been shown to beat growth stocks in markets around the world. 

Various theories have been advanced to explain this: 

Brealey and Myers (2000) explain that stock prices today reflect investor's expectations of future 

operating and investment performance. Growth stocks sell at a high price earnings ratio - PIE 

(low earnings yield - E/P) because investors are willing to pay now for expected superior returns 

on investments that have not been made. 

Lakonishok, hleifer, and Vishney, (1994) and Haugen (1995) argue that the value premium in 

average return. arises because the market under-valu s di. tr . cd tock and o r alu s growth 

t ck . When the e pricing error arc corrected, distr ss u ( aluc.:) sto ·k. h n.' high n:ttllns md 

growth tock have low returns. 

n the other hand, Fama and french ( 199 1995 und 19 

compen ation for risk mi ed by the pita! 

1 hey argue that tocks with high Bo k - · lu -t 

distre s and hence ri ier than glam ur t 

ri kier then it h uld und r p rf; m1 r I ti 

ound n 

t Pri in' 

urgu th t th • valu pt mium is 
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investors may extrapolate past performance too far into the futw-e. Value stocks tend to have a 

history of poor performance relative to growth stocks with respect to earnings, cash flow and 

sales. Therefore, in so far as investors and brokerage analysts overlook the lack of persistence in 

growth rates, and project past growth into the future, favourable sentiment is created for glamour 

stocks. 

While agreeing with the above explanation, Chan. Louis, and Lakonishok, (2004) add that 

agency factors may play a role in the higher prices of glamour stocks. They argue that analysts 

have self-interest in recommending successful stocks to generate trading commissions, as well as 

investment banking business. Moreover, growths in stock are typically in exciting industries and 

are thus easier to tout in terms of analysts' reports and media coverage. All these considerations 

play into career concerns of professional money managers and pension plan executives. Such 

individuals may feel vulnerable holding a portfolio of companies that are tainted by lackluster 

past performance so they gravitate towards successful growth oriented stocks. The upshot of all 

the c is that value stocks become under pric d and glarm ur. to ks b m o er pric d r lati 

their fundamentals. 

n their part, Black (1993) and McKinle ( 1 95) argu d thnt th \'ttluc 11 'Jllium in U. ', st l ·ks is 

ample pecific. Its appearance on .. ·tacks i~ 1 chanc r suit unlik I. t 1 ~~'\II in rutm 

return . ·r his argument wa te ted by Davi ( 1 nd h h '' d th \t thl't~o: " ' t 'nlu 

premium in U. . tack before 1963 th t rt d t ~ r th tudi b) I ,\11\.l md I n.: n ·h .md 

others. 
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2.4 THE VALUE PREMIUM IN EMERGING MARKETS 

Fama and French (1998) study emerging markets as another test of the international evidence for 

the value premium. They provide average annual returns for value-weighted market, value, and 

growth, small and large portfolios for 16 emerging markets. The emerging markets in thi ampl 

are Argentina, Brazil, Chile, Colombia, Greece, India, Jordan, Korea., Malaysia, M xico, 

Nigeria, Pakistan, Philippines, Taiwan. Venezuela and Zimbabwe. Initially, th y tat that 

average returns in emerging markets are higher than in developed markets. The highest average 

excess return belongs to Argentina with 64.71% per year. Only two of 16 emerging markets 

(India and Jordan) have average returns below 9.47% that is the value-weight average of 

developed market returns. They also suggest that the links among emerging markets' returns are 

weak because the average correlation between the excess market returns of individual countries 

is only 0.07. 

Examining the returns for portfolios fonncd on B/M, f'ama and french show that th re is a valu 

premium in m rging mark t returns. 'Thus, valu vcr.u. growth portfolio r turn. in m rging 

mark ts confirm the , up rior p rfonnanc o alu~.: to~.:k in d vc.:lop d mark ts. I he 1h11.: 

growth . pr ad for 12 out of 16 countric i p l itivc. '1 he..: ~.:otmtric that ha\'~.: ·mnull 1\t: •nti 

value-growth pread are Argentina(- 6. 7%), olomhi (-17.t7 1~~). 1~.: ·ic.:o (·0.1 °u. 111! 

Paki tan (-4. 5%). 

on market portfolio~ are very hi h. 

premium re ult 

r turn . 
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growth spreads of 2.63% and 1.53%, respectively are very small when we compare these returns 

with value-growth spreads in other emerging markets. 

Chen and Zhang ( 1998) compare the return experience of value stocks across the six countries 

the United States, Japan, Hong Kong, Malaysia, Taiwan and Thailand. They how that the 

value-weighted market returns are lowest for the United States and Japan and highest for Taiwan 

and Thailand, indicating a negative con·elation between markets. By using the same tructme as 

Fama and French ( 1992, 1996) to measure the returns of a portfolio, they find that the high 

average return for the value stocks tends to persist in the United States· is less persi tent for the 

growth markets of Japan, Hong Kong and Malaysia; and is almost non-existent for the high 

growth markets of Taiwan and Thailand. They demonstrate that the value premiwn arises 

because of finns that are in distress, with high financial leverage and facing substantial earnings 

uncertainty. In terms of the size effect, they find that small firms tend to have higher returns than 

large firms, except for Taiwan. 

h n and Zhang (1998) search for a rclati n hip b t" n mark t gro-.: th and the valu sto k 

f cct t explain th incon. ist nt palt rn o th value , t ck feel among th countri s. They 
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French identify three-risk factors- overall market factor; farm size and book-to-market equity -

to explain the cross section of retwns on US stocks. The central contribution of the Fama and 

French (1992) is the notion that, if stocks are priced rationally, risks must be dimensional, as 

distinct from the monad- dimensional capital asset pricing model APM. 

Fama and French (1996) provide a multifactor model explanation to the patterns in stock 

returns not explained by the traditional CAPM and claim that anomalies disapp ar in their 

multifactor model. Their model states that the excess expected return on a portfolio i explained 

by: (i) the excess return on a broad market portfolio; (ii) the difference between the return on a 

portfolio of small stocks and return on large stocks; and (iii) the difference between the return of 

high book-to-market equity stocks and the retwn on low book-to-market stocks. 

The findings of Fama and French suggest that high book-to-market equity firms have low 

earnings to book equity and positive slopes on the IIML factor. Conversely low book-to-market 

equity firms have high earnings on book equity and have negative slopes on the HML factor. The 

findings of Fama and French (1992, 1993) have rai , ed ~.;on . id rabl centro rs · in academia. 

Kothari ct a! (1 95) suggest that value pr mium is du to urvi OL hip bia .. Bin 'k ( \99 ) , nd 

M, ckinlay (1 995) ug st that th valu pr mium c. planation ol I tll1h , ml h n h L due to 
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returns generated are a compensation for this risk. In another influential paper, Daniel and 

Titman (1997) suggest that it is not the covariance structure of returns that explains the cross­

section of stock returns, but the characteristic itself. Daniel and Titman a k two fundamental 

questions: (i) are there really pervasive factors directly associated with size and DE/ME? ; and 

(ii) are there risk premia associated with these factors? 

In essence, Daniel and Titman attempt to e tablish a relation hip between high r turn. 

generated on small size and high book-to-market stocks and their respective factor loadings. 

Daniel and Titman construct portfolios of stocks sorted on size and book-to-market equity ratio, 

paying special attention to the seasonality effect on these returns. These separate the returns of 

the size and BE/ME portfolios in January and non- January months and obser e that when 

separated for seasonality, the results of Fama and French's constructed portfolios indicate that 

the size effect is exclusively a January phenomenon and that the BE/ME effect occurs largely in 

January for bigger firms (where they generate a return premium of 3% for the non-January 

months). 

In a·rcply to Daniel and Titman, (1997), Dnvi t nl. (2000) cxknd th d tn on U . tock return. 

back to 1926. 1hcyob rv that: (i)thcvalu pr miuminth· , stockr ttun i nbu.t;(ii)th 
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between the risk-based model of Fama and French and the characteristic based model of Daniel 

and Titman. 

The findings of Davis et al. (2000), Berk (2000) and Pastor and Stambaugh (2000) have certainly 

shifted the focus from a better model debate to conducting further tests on the robustness of the 

Fama and French (1992) multifactor models to determine if their findings for the U portfolio 

can be confirmed across different capital markets. 



2.6 TOOLS USED TO SORT STOCKS INTO VALUE AND GROWTH 

2.6.1 Price earnings ratio and earnings yield 

Price earnings ratio [PE] = Market price per share 

Earnings per share 

It is sometimes referred to as the "multiple" because it shows how much investors arc will ing to 

pay per shill ing of earnings. It relates the earnings per share to the price the shares sell at the 

market. A high PIE ratio indicates strong shareholders' confidence in the company and its 

future. It indicates how the stock market is judging the company's earnings performance and 

prospects Asienwa (1992). The PIE ratio is widely used by security analysts to value the fi tm's 

performance as expected by investors. It indicates investors' judgement or expectations about 

the firm's performance Pandey (1999). 

The greatest w akness with P/ , ratio i. that companies om time. "manag " th ir aming with 

ace unting wizardly t m kc th m look b tt r th n th y r ally r . A ran 
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n. PIE ratios 'blow up' when earnings approach zero, and this can cause statistical 

problems. This does not happen with the E/P ratios. 

2.6.2 Book value to market value ratio [DIP] 

Book value to market value ratio = Book value per share 

Market price per share 

The use of book-to-market value ratios has a long tradition in finance and security analysis. 

Recently, this measure has received considerable attention because of its apparently important 

but not well-understood role in explaining patterns in stock returns. Harris and Marston, (I 994). 

These authors state that despite book-to-market values role in explaining security returns, little 

consensus has yet developed on what it is really measuring in empirical studies. 

a paul, Rowley, and harpe (199 ) di cu s d th m rits of b ok-lo-mark t vnlu as a . ingl 
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2.6.3 Dividend yield [DIP] 

Dividend yield= Dividend per share 

Market price per share 

It is the measure of return on the owner's investment from cash dividends. 1 his is the return 

dividend wise, only on a share. It evaluates an investor's return in relation to the market value of 

the share. It gives the actual cash received by the investor as a rate of return on investment. Put 

differently, it tells you what percentage of your purchase price the firm will return to you in 

dividends. 

Not all the shares pay dividends, ·nor should they. If a firm is growing quickly it can best benefit 

shareholders by re-investing its earnings in the business that is what it should do. So, a share 

with no dividend or yield is not necessarily a loser Nevertheless, many investors would like a 

dividend both for the income and the security it provid s. If a fim1s hare prices falters, the 

invc tor would have a dividend and it is d fin it ly a nic we t n r for n mnturc . hnr ' ith 

steady but unspectacular growth. 

1 here are a number of arguments why high dividend yield. might pwdm: · .1h11 lmutl 1 ·tu1ns. 111 

the context of a simple dividend model the totnl r turn on 1 t ·k " ill l t: its initial diYidcnd 
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purchase high yielding stocks. That is, offer higher returns than low yielding stocks on a pre tax 

basis. 

2.6.4 Cash flow to price ratio [C/P] 

Many investors are suspicious of the Earnings per share figures because of differences between 

companies in how they calculate depreciation and amortization and differences over time in how 

a particular company will calculate these figures. This is the same weakness of earnings figures 

mentioned in the Earnings yield section; that is, the vulnerability of earnings figures to 

accounting wizardry. These investors will choose to use some measure of cash instead of 

earnings and calculate a cash flow ratio. This ratio can be calculated in a number of ways: 

C/P = Cash flow per share 

Market price per share 

Where cash flow per hare = Pr9fit after taxes 1 d mreciation + amortization 

Weight d average numb r or ordinarv . hares 

2.6.5 Price to sale ratio [P/ ] 
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Fisher (1984a and 1984b) claims that the reason for purchasing low price to sales ratio is 

essentially contrarian. He argues that profit growth often comes from margin expansion and 

investors then form excessive expectations. Few companies can sustain significantly above 

average profit margins for long. Even fewer analysts can tell which companies will maintain 

profitability. A stock with low sales to price ratio will have low sales margins and will be 

thought to be a candidate for recovery or improvement. 

However Fisher does not recommend simply buying the cheapest Price to sales ratio stocks. I [e 

notes that the technique is not applicable in every sector. For instance, the ratio is not 

appropriate for service companies such as banks and insurance companies that do not have 

· · traditional sales. Also, the definition of a low ratio varies with the type of sector and this makes 

the technique very subjective. Due to these shortcomings, this ratio will also not be included in 

the analysis in this study. 

2.6.6 Growth at reasonable price [GARPJ 

GA.RP inve tors typically relate P/ ~ratio to growth rate .. 

GAIU> =Price earnings ratio 

Growth rate 
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2.7 MAJOR INVESTMENT STYLES 

There are four major investment styles for investors m common stocks: value, growth, 

momentum and indexing. Value investors seek to purchase a portion of a business for a price 

below its intrinsic value. The intrinsic value of a company may be based on either (or both) the 

value of its net assets or the ability of the company to generate futW'e earnings. 

Growth investors attempt to purchase stocks that have high expected future growth rate . Some 

growth investors are more disciplined with regard to the price they are willing to pay for future 

growth. They seek growth at a reasonable price (GARP). While their emphasis may be 

different, GARP investors are essentially equivalent to value investors who seek future earnings 

growth. 

Momentum investors seek stocks that have experienced recent acceleration in earnings or 

upward price movement. The theory behind momentum inve ting is that stocks that have done 

well in the recent pa. twill continue to do well. 

2. 7.1 Indexln 
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The efficient market hypothesis states that prices of securities fully reflect available information. 

The implication is that one cannot beat the market except by chance and that investors should 

strive only to develop a broadly diversified portfolio weighted on the basis of current market 

values. The only relevant measure of risk under efficient market theory is beta - a mea urc of 

tendency of a security' s price to respond to price changes of a broad based market index. 

Accounting based measurements of ri sks are not relevant because all information about a 

company is already reflected in the price of their securities. 

2. 7.2 Value and Growth Investment Styles 

Advocates of the new finance offer evidence that the financial markets are inefficient and those 

investors can take advantage of these systematic inefficiencies to generate superior returns. 

There have been numerous studies on the subject of value versus growth investment strategies. 

The studies cover different time periods and different stock universes. Two of the studies 

include foreign stock. The Bauman, Conover and Mi ller study is the most compr hcnsive with 

regard to international tocks and includ s 2800 stock. on 21 c untric. ov r • ten y ur tim 

p riod. 

The mo t common variables which were tested. ''ere I ric I ) )k v 1luc P n ). 1 ri · I umin •s 
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The results of all ten studies were consistent. When value portfolios (stocks with the lowest PIE, 

P/BV, etc.) were compared to growth portfolios (stocks with the highest P/E, P/BV, etc.), the 

value portfolios outperformed the growth portfolios in all ten studies. The value portfolios were 

also compared to a benchmark index in eight of the ten studies and outperformed the benchmark 

in all of the eight studies. This held true for all the variables in the various studies that were used 

to identify value stocks. Several studies compared investment returns ailer different time 

periods. 

There was no one variable that appeared to be better than others in identifying value stocks that 

outperfotmed the market. For the Nicholson study, price/earnings were a better indicator of 

value than price/sales. In the Lakonishok, Schleifer and Vishny study, price/cash flow was a 

better indicator of value than price/earnings or price/book value. In the Calderwood study, value 

stocks selected on the basis of high dividend yield out performed those selected on the basis of 

price/book or price/earnings by a small margin. In the Bauman, Conover and Miller study, 

price/book value was a better indicator of value than price/earnings, price/cash flow, or dividend 

yield. 

The aldcrwood study al o te. ted a ombination of the.: thn.:c vnriahlc . • om tocks \ c1 
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difficult to predict, investors and analysts often extrapolate from past growth rates. This process 

of estimating growth tends to ignore the tendency of corporate profit growth to revert to the 

mean. 

This phenomenon was clearly demonstrated in a study by Fuller, Huberts and Levinson (1992). 

While growth stocks initially experience higher growth rates than value stocks, the high r growth 

rates do not last long enough to justify the higher price/earnings multiples which growth 

investors have been willing to pay. The stocks were ranked by PIE ratios and divided into 

quintiles. For the eighteen years ending March 1991 , the lowest PIE quintile outperfom1ed the 

highest PIE quintile by 8.0% on an annualized, risk-adjusted basis. The quintile with the lowest 

PIE ratios had a mean ratio of 6.1 while the quintile with the highest PIE ratios had a mean ratio 

of 44.9. 

Fuller, et al. (1993) analyzed the earnings per share (EPS) growth of the different quintiles after 

each of ei ght years. After one year, the highest P/ · quintilc had · P grmvth, which xc ded 

the lowe t P/h quintil by 18.5%. In year. 2 and 3, thi. hP growth advantage tlcdim:tl to 7 .0°'o 

and 3.6%, respectively. For year · 4 and 5, the h PS gro" th advantag was in tht: I 0 o n ngc. 

The earning growth rate converg d clo ·c to them an .lfl r onl · fom ·nw. 'l h 1/F tatios l I 
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experiments and may explain investor preference for glamorn stocks. They also suggest that 

institutions prefer glamour stocks and are willing to pay a premium for them because they appear 

to be "prudent" investments. They arc easy to justify to sponsors, who erroneously equate good 

companies with good investments. 

Four major investment styles for investors in common stocks are value, growth, momentum and 

indexing. Ten major studies on value and growth investment strategies were reviewed. The 

results of all ten studies were consistent. Value investing strategies outperformed growth 

strategies. This held true regardless of which variable was used to identify value stocks. 

Variables that were used to identify value stocks included price/earnings, price/book value, 

price/cash flow, and dividend yield. None of the studies found evidence to support the view that 

value strategies involve more risk. 

Although growth stocks initially experience higher growth rates than value stocks, the growth 

rates of both quickly revert toward the mean. Wh n investing in stocks, in estors demonstrate 

ovcr-optimi m for growth stocks and ov r-pc simism for vnlu sto k.. c' em! rc. or'l1 rs 

xpcct the value investing advantag to continu • based upon the persistent nntmc of humnn 

b haviour. 



CHAPTER THREE 
RESEARCH METHODOLOGY 

3.1 SCOPE OF THE STUDY 

A study of common stocks quoted at the Nairobi Stock Exchange Cor the period 2001 to 2004 

will be carried out. 

3.2 POPULATION 

Instead of sampling all common stocks at the Nairobi Stock Exchange will be included in the 

study. This is so for various reasons. For one, the first steps in the data analysis require that all 

the quoted companies are included to facilitate categorization into growth and value stocks. 

Secondly, the total population is small (48 companies) and it is therefore feasible to deal with all 

of them. Lastly, the data required can be gotten from a central place - the Nairobi Stock 

~xchn ngc . 

3.3 DATA COLLECTION 

The variables being studied are return and b ok to mark r ratio. · 
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3.4 DATAANALYSIS 

Value and growth portfolios were created using book-to-market ratios (B/M) of stocks traded at 

the NSE for the period between the years 1999 and 2004. To form value and growth portfo lios, 

stocks were ranked by their B/M ratio at the end of each calendar year. Then firm s were grouped 

based on the breakpoints for the bottom 30%, and top 30% of the ranked value of the DIM ratios . 

The end of each of the year' s 1999 all through to 2003 constituted the portfolio formation dates . 

At these dates all the companies were ranked according to the B/M ratios . The rankings formed 

the criteria for the formation of growth and value po1ifolios. The top 30% (high M) value 

companies were classified as value stocks and the bottom 30% (low B/M) value companies were 

classified as growth stocks, such that at the formation date there were be two growth portfolios 

and two value portfolios each in respect of the single variable which was the B/M. 

The end month price for stocks classified as value or growth was calculated by getting the 

weighted average of the prices at which a stock was traded during the last day of trading in that 

month. The monthly returns for each stock classified as va lue or growth for the period 2000 to 

2004 was dctcnnined. 

Th fi 1 t k forth fiw y 1 w' c.1l ·ul1lc l .1 · f{,llo ' . . 
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After calculating the average monthly return for each portfolio for each of the five years the five 

year monthly return was calculated as follows 

5 
Five year average monthly return =1/5l:Rpt 

t= l 

Finally, a comparison of the five-year average monthly returns for the two portfolios was done 

by performing tests of significance to determine whether there was a signi licant difference 

between the average returns of each pair. The z statistic was calculated as follows ; 

First the standard deviation for each portfolio was calculated as follows; 

Standard deviation for each portfolio S = 
1 

Then the z statistic was calculated as follows. 

Where Xl = the five year average monthly retum 
ll th \'llu 1 nl ~1\i~1. 
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CHAPTER FOUR 

4.0 RESEARCH FINDINGS 

4.1 PORTFOLIO FORMATION 
. To form value and growth portfolios, stocks were ranked by their /M ratio at the end of each 

calendar year. Then firms were grouped based on the breakpoints for the bottom 30%, and top 

30% of the ranked value of the B/M ratios this method was used by Fama and french (1998). 

The end of each of the year's 1999 all through to 2003 constituted the portfolio formation dates. 

The mid 40% was assumed to consist the grey area and hence stocks falling under that range 

were ignored. At these dates all the companies were ranked according to the B/M ratios. The 

ran kings formed the criteria for the formation of growth and value portfolios. The top 30% (high 

B/M) value companies were classified as value stocks and the bottom 30% (low B/M) were 

classified as growth stocks, such that at the formation date there were two growth portfolios and 

two value portfolios each in respect of the single variable which was the B/M.The end month 

price for stocks classified as value or growth was calculated by getting th weight d average of 

the prices at which a stock was traded during th Ia. t day of trading in thnt month. Th month I 

return for each tock cia ified as alut: or growth for the Jll i~H.I . 000 to . 00 I wns th n 

determined. 

4.2 RETURNS AND z VALUE FOR Til "PORT 
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Where n== numb f k . r. I' 
er o stoc s m a port1o 10 at year t. 

After calc I . h 
. ~ 

u atmg t e average monthly return for each portfolio for each of the f1ve years the five 

Year mo thl n Y return was calculated as follows 

Five y 
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ear average monthly return =1 /51:Rpt 
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l.64(for a one tail test).Since my value is greater than 1.64 I conclude that there exists a value 

premium at the Nairobi stock exchange 



CIIAPTER FIVE 

SUMMARY AND RECOMMENDATIONS. 

S.t SlJMMARy 

The study shows that there exists a value premium at the Nairobi stock exchange when stocks are 

sorted on the basis of book-to-market value ratio. This is consistent with findings lrom similar 

studie · 
s In other markets in the world. Previous studies show that for 60 plus years, value has out 

Performed growth Academic studies covering the period from the early 1960s to the early 1990s 

have fo d 
. 

un that value has been the long-teffil winner. One study Davis (1994) that looked at the 

Period 1940-63 has found out the same thing, as has another that has gone back to 1929 (Davis et 

a! 
2000). So for the period of 60 plus years value has beaten growth 
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LIMITATIONS OF THE STUDY 

. The findings of the study should be viewed in the light of the following limitations. 

I. The · 
penod covered by the study, that is, five years is short as compared to periods covered by 

others S . 

1 
tud1es such as that by Fama and French (25 Y cars). 

n any study, the higher the sample size (in this case the period of study), the more reliable the 

findings Will b I 
b 1' I . I' . . . . 

e. confined myself to five years ecause o t 1e time umtat10n w1thm which 1 

.. had to do the study. 
11

• The classification ratios were available only for the date that marks the financial year-end of 

each finn Wh 
sr b tl . 

· ere the financial year-end was not 31 Decem er, 1e rat10 was as umed to apply 

at 
3151 

December. This is a limitation in that the ratio at 31 sr December may have been quite 

different .tl 
.. . rom the ratio at the financial year-end. 

111 0 I 
. . n Y stocks quoted at the exchange for two consecutive years were included in the study. This 

IS beca · . 
fi d · · 

use classificatiOn done in one year was used to analyze per ormance unng the foll owmg 

. Year. Exclusion of some of the stocks may have distorted the results. 

i IV. The st k 
d f d' . 

oc prices used to calculate rctums are tho. c on the last ay o tra mg on a pm1tcular 

stock d · 
I d J • 

unng that month. This wa not nece. arily the month em ate anu 111 som case, tht: In. t 

day oft d' 
'1 J • I II I L 

ra 1ng was very far from the month-end dntc . 1c rt:turn. 111 u~o· 1 1 cast: \Hil l t ou · ( 

an app . 
roximation. 

5
'
4 

SUGGESTIONS FOR FURTHER RE EAR H 

A irnilar 
· 

study can be undertaken for a longer P n 

may · 
give mere reliable and authoritative re ult · 

A stud . 
Y could be undertaken u the top 50 nd 

valuesoo/, 
0 POrtfolio and the b tt m 50*' 

A tudy could 

of tim . m 1 ' 10, {} 0 )'C..'ll'i , I hi. 

u in Ute. IOJ 1 th 

h 

v I u n 
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APPENDIX (I) 

DATA COLLECTION FORM 

COMPANY NAME .......•.............................•
....................................•..

................ 

r-

YEAR 1999 2000 2001 2002 2003 2004 

,._ 

PRICE TO BOOK-VALUE RATIO 

r-

PRicE PER SHARE 
.._ 



APPENDIX (II) 

VALUE PORTFOLIO 2000 

r--

r-- MONTHLY 
BOOK TO AVERAGE 

MARKET VALUE RETURNS 

1---
A Bauman 

8.04 
-0.63 

-
Jubilee Insurance 4.35 

-0.83 

I-=-
East African Portland 

Cement 4.17 
1.9 

-:--
Kenya Airways 3.7 

2 62 

~ 

Express Kenya 3.57 
-0.43 

'-:::---
CMc Holdings 3.13 

-4.92 

r-:-
Pan African Insurance 

-6 74 
3.13 

Kenya Oil ··- 2.78 
1 59 

1(-CB 2.5 
-1.12 

-:-:--
National Bank 2.13 

1.95 

c:-lty trust 2.13 
1.37 

-::,-_ 

Serena 1.12 
0 54 

~ -3.41 
Rea Vipingo 1 85 

Car & General 1 85 
095 

I\ 
-:2 '51 

thi River M ining 1 85 -.___ 



APPENDIX (III) 

GROWTH PORTFOLIO 2000 

r--

r---
BOOK 

MARKET VALUE 

1-::--
Carbacid 0.89 

~ 
Boc Kenya 0.75 

'-::--
Egaards ltd 0.68 

rs-tandard newspapers 0.65 

r-:::--
Total Kenya 0.61 

~ Iamond Trust 0.65 

~ 

Nation Media 0.51 

Sta~dard Chartered 

bank 0.49 

r-:::.,...__ 
Firestone EA ltd OAS 

~ 

Uchumi Supermarkets 0.28 

?--1muru Tea 0.27 

1-:-:--
Kenya Orchards 0.09 

f--. 

A Bauman 0.01 -Barclays Bank 3.23 
......_ 

TO AVERAGE MONTHLY 

RETURNS 

-3.21 

-1.69 

-1 .8 

-1.96 

1.72 

-4 46 

1.13 

1.59 

-1.2 

2 54 

0 

0 

-2.81 

-119 



APPENDIX (IV) 

VALUE PORTFOLIO 2001 

r--

~ 
A BAUMAN 

~ 

KENYA ORCHARDS 

BOOK TO AVERAGE 

MARKET VALUE RETURNS 

8.27 
-0.67 

8.05 
0.5 

'EAsT AFRICAN PORTLAND 

CEMENT 6.52 
4.16 

~ 
CMc HOLDINGS 6.32 

-3.23 

!Juen:eE 5.80 
-0 48 

~ N AFRICAN INS. 4.58 
1.63 

~ 
KENYA AIRWAYS 4.41 

-0.09 

~ 

EXPREss KENYA 3.90 
-6.62 

~ 3.42 
0 19 

~ 
Al'HI RIVER MINING 3 25 

0 75 

~RP 3 22 
-2.45 

~ 
CROWN BERGER 3.08 

-3 09 

~Rca-
-.2 03 

2.81 

~ 
REA-VIPINGO 2 72 

015 

~ON TEA 

085 
265 

....__ 

MONTHLY 

·~ 

~ 



GROWTH PORTFOLIO 2001 -
MONTHLY 

rsooK TO AVERAGE 
-

MARKET VALUE RETURNS 
--·- -

-2.65 
- 1.14 

DIAMOND TRUST 

ICDc.1 
- -

~ 

1.13 
-2.16 

-
~ 0 -

MARSHALLS EA 
...... 

-
~ -5.07 

-
BAM BURl -

- 0 
-- 0.98 

CAR & GENERAL 
-0.54 

r-:- - 0.93 
KAPCHORUA TEA 

!--._ 

-
- -3.11 

- ~ 0. 
NATION MEDIA GROUP 

,__ 
-

4.79 
0.83 

STANDARD GROUP 
....__ 

-
-0.35 -0 81 

BAT - 0.05 
I 0.74 -i -r-.. -

BARCLAYs - ·2.7 
_, 0.67 

rsAi.1~-
h....._ 

-
~ 

-7.46 
0. 

TOTAL KENYA 
,__ 

-
1 62 

~
 - 0 52 -

STANDARD CHARTERO 
-3 21 

~
 -1037 r:-:-. 

ucHu,.,, - -3 33 -,_ 
- 0 31 

LIMURUTEA 

'-- -
-

_J 



APPENDIX (VI) 

VALUE PORTFOLIO 2002 

r---

t- BOOK TO MARKET AVERAGE MONTHLY 

VALUE 
RETURNS 

~ 
A BAUMAN 16.47 

-2.67 

~ 
CMc HOLDINGS 10.85 

9.92 

~ 
JUBILEE 6.78 

1.11 

~ AFRICAN PORTLAND 
' 

CEMENT 6.76 
2 14 

CROWN BERGER 5.52 
1 38 

~ 
UNGAGRP 

-0.88 
5.26 

~ ~VA AIRWAYS 4.76 
0 32 

f- 1 24 

REA-VtPINGO 3.52 

~ 
KCB 3.34 

2 89 

~-= 
KAKuZi 3.25 

65 

~ 
014 

CITY TRUST 3 06 

~ 
2.41 

2.96 

~ 
KENYA OIL CO. 2 88 

44 

~ 

·-

I RIVER MINING 2 87 

-2.82 

~ 
-2.8 

2 75 
·~' 

·-



APPENDIX {VII) 

GROWTH PORTFOLIO 2002 

r---

r---

HFCK 

fEAar-
~ 
EAGGAos 

~ENYA 
~AFRICA 
~ORCHARDS 
~ 

t(ApCHORUA TEA 

ilcoc:;--
BAr 

NATION MEDii\ GROUP 

STAN · 
DARO GROUP 

9 ARCLAYS 

~NCRARr 
ucHu,.,, 

~EA -

BOOK TO MARKET AVERAGE MONTHLY 

VALUE 
RETURNS 

1.43 
0.3 

1.35 
5.84 

1.18 
-0.49 

1.13 
4.51 

1.13 
3.28 

1.10 
0 

1.03 
0.03 

1.03 
-0.2 

. 

0.95 
2.53 

0.93 
7.57 

0.91 
6 09 

0.85 
3 88 

0 48 
3.93 

0 34 
0 35 

015 
O.OG 



APPENDIX (VIII) 

VALUE PORTFOLIO 2003 

r--

r---._ 

~ 

A BAUMAN 

~RP 
JUBILEE 

~ 

BOOK 

VALUE 

11 .20 

9.19 

7.94 

6.04 

~FRICAN PORTLAND 

CEP.1ENT 5.89 

ICi.r C HOLDINGS 5.89 

Mu,.,IAs 5.47 

~ 
AN AFRICAN INS. 4.98 

,..._ 

WILLI~ TEA 4.59 

EXPREss KENYA 4.44 

REA·VIPINGO 4.27 

~ 
KENYA AIRWAYS 4.23 

~-- ~ 
ROWN BERGER 4 13 

~ 
SASINJ TEA 3 91 

~ 310 

TO MARKET AVERAGE MONTHLY 

RETURNS 

3.78 

9.84 

11 .5 

4.48 

23 8 

20.13 

0.92 

11 .25 

2 05 

2.23 

0 22 

3 68 

2526 

1 19 

6 72 



APPENDIX {IX) 

GROWTH PORTFOLIO 2003 

r---

1---

EAST AFRICAN CABLES 

~ 
KENyA ORCHARDS 

~ 
~ 

MARSHALLS EA 

~ 
EAGGADS 

1-:-::-
t(ApCHORUA TEA 

~ l' AL KENYA 

~. 
SAM~

 

BAr--

8AMBURI 

~ 
8ARCLAYs 

~MEDIA GROUP 

~ 
STAN CHART 

LIMlJRu TEA 

BOOK TO MARKET AVERAGE MONTHLY 

VALUE 
RETURNS 

1.44 
2. 1 

1.38 
0 

1.37 
18.95 

1.34 
6.04 

1.27 
1. 07 

0.99 
-1.94 

0.96 
4.91 

0.94 
-0.55 

0,89 
1.34 

0.88 
29 37 

0.81 
15 

0.53 
11.65 

0.53 
10 61 

0 37 
13,84 

-=4 .94 
-

017 



APPENDIX (X) 

\1 ALUE PORTFOLIO 2004 

r---

r---
- -

BOOK TO MARKET AVERAGE MONTHLY 

VALUE 
RETURNS 

~ 
A BAUMAN 14.71 

-0.1 

'<PLc 7.63 
-0.83 

~ 
KENYA AIRWAYS 6.46 

6.07 

~ 
KAt<uz1 5.84 

5.7 

~SON TEA 4.91 
1.76 

~ 8ASINITEA 4.22 
3.81 

~ 3.85 
5.72 

~~-
El(p~A

 3.22 
-1.11 

~- -
-1.42 

3 09 

~--
-5.31 

GAGRP 3.05 

'-'ARSHALLS EA 

5.55 
2 33 

~ 

~-

crryTRusr 

346 
2.31 

~INGO 
--

2 13 
2 08 

~ -
-0 39 

PCHORUA TEA 1.68 

t-CA.tc HOLDINGS 
-4 7G 

~'
 

162 -



APPENDIX (XI) 

GROWTH PORTFOLIO 2004 

r---

t---

~ 

SAMEER AFRICA 

~Ases 
IEAar-
~RICAN INS. 

~NO TRUST 

CARBACIO 

~. 
~RI 
~ ON MEDIA GROUP 

LIP.1u~ -

c-
AR& GENERAL 

~YS 
~ 

~HART 
~ NDARo GROUP 

BOOK TO MARKET AVERAGE MONTHLY 

VALUE 
RETURNS 

0.61 
-0.97 

0.58 
-1.53 

0.56 
1.58 

0.54 
-1.4 

0.48 
-3.52 

0.46 
-1 

0.37 
-3 02 

0.30 
-2.05 

0 27 
-1.32 

0 26 
10.15 

0.25 
34 

0.19 
-2.68 

0.17 
-2 83 

0.1 4 
-3 27 

0.1 1 
-2 77 



APPENDIX XII 

POPULATION OF STUDY. 

Main Investment Market Segment 

Agricultural 

Unilever Tea Company Ltd 

Kakuzi Ltd 

Rea Vipingo Plantations Ltd 

a ini Tea & Coffee Ltd 

ommercial and Service 

'ar & en ral (K) Ltd 

'M 1 Ioldin r Ltd 

Hutching Biemer td 

Kenya Airway td 

Mar hal (bA Ltd 

ation edia roup 

'I n Ltd 

humi up n · Lt 



C.F .C Bank Ltd 

Diamond Trust Bank Kenya Ltd 

Housing Finance Company Ltd 

l.C.D.C Investments Co Ltd 

Jubilee Holdings Ltd 

Kenya Commercial Bank Ltd 

National Bank of Kenya Ltd 

NI Bank Ltd 

Pan African Insurance Holdings Ltd 

tandard hartered Bank Ltd 

Indu trial and Allied 

Athi Ri · r Minin 

B. . ' Kenya Ltd 

Barnburi ment Ltd 

n) td 

l 



Sameer Africa Ltd 

Kenya Oil Co Ltd 

Mumias Sugar Co Ltd 

Kenya Power and Lighting Ltd 

Total Kenya Ltd 

Unga Group Ltd 

Alternative Investment Market Segment 

A Bauman & Co. Ltd 

ity Tru t Ltd 

Eaa 'ad Ltd 

bxprc. l,td 

William on 'I a K nya Ltd 

Kap horua ·rca o. Ltd 

Kenya rchard Ltd 

Limuru 'I a o. 

tan ard Group td 


