
iv) Conduct a test to check the hypothesis that there is no relationship between

the index return and the return on BAYER shares. Use α = 0.05.

H0 : βBAY ER = 0.

T =
β̂BAY ER − 0

√
σ̂2

εBAY ER
(X ′X)−1
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= 6.763.

Critical value:

t1−α/2(59) ≈ 1.96.

Test decision:

T > t1−α/2(59) ⇒ H0 is rejected,

i.e., the relationship between rBayer and rDAX is significant at the level of α = 0.05.


