Math 112

Project – Regression Lines

(24 points)

In this project, you will be using regression lines to make predictions.

Requirements:

1. Typed cover page with a title and your name.

2. Part I needs to be completed by June 5 (afternoon class) or June 6 (morning class) – We will have some time to work on it in class on that day, but nothing can be done, if you don’t have Part I completed.

3. Answer all questions, using complete sentences and showing all your work. Points will be taken off, if problems are not answered clearly.

4. You will work in groups of up to three people to collect the data, but each person must turn in their own work.

This project is due by June 17.

Late projects will not be accepted, under any circumstances. 

Part I: Data Collection

The first part of the project requires you to find historical stock prices of the stock of your choice. To get this information, do the following 

1. Go to http://finance.yahoo.com
2. On the left, type in a stock you’d be interested in looking at. What stock did you choose and why did you choose this stock? Answer in complete sentences.

3. Click on “Historical Prices” (in the left column).

4. Look at stocks from May 1, 2006 to May 1, 2008, on a Monthly Basis and complete table below, based on the “Open” column.

	Date
	Stock Price

	May-06
	

	Jun-06
	

	Jul-06
	

	Aug-06
	

	Sep-06
	

	Oct-06
	

	Nov-06
	

	Dec-06
	

	Jan-07
	

	Feb-07
	

	Mar-07
	

	Apr-07
	

	May-07
	

	Jun-07
	

	Jul-07
	

	Aug-07
	

	Sep-07
	

	Oct-07
	

	Nov-07
	

	Dec-07
	

	Jan-08
	

	Feb-08
	

	Mar-08
	

	Apr-08
	

	May-08
	


Part II: Using the data

In this part of the project, we will use the data collected to create a “line of best fit” or regression line. This line will be used to make predictions about the stock price.

1. On the x-axis, label the months, and the y-axis represents stock price (make sure you scale the axes well -  a graph in a little corner, or off the paper is not scaled well).

2. Plot the points from your table, but do not connect the points. This is called a scatter plot.

3. Sketch a line of best fit. This is a line that goes through the points. Some points will be above the line and some will be below the line. This is your regression line.

4. Pick two points on the line that are not from the table of data. Label the points A and B on your graph.

5. Use the points A and B to find the slope of your regression line. Show your work.

6. What does the slope of your line mean, in words? Answer in a complete sentence.

7. What is the y-intercept of your regression line? 

8. What does the y-intercept mean? Answer in a complete sentence.

9. What is the equation of your line?

10. Use your regression line equation to determine if the price of your stock is increasing or decreasing. How do you know? Explain your answer.

11. What values does your equation predict as the stock prices for January 2007, November 2007 and April 2008.

12. How do these compare to the actual stock prices? Why do you think they are not the same? Explain your answers in complete sentences.

13. Use your equation to predict the stock price in December 2008.

14. Do you think this will be the actual value of the stock in December 2008? Explain why or why not, in complete sentences.

