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Abstract
This paper tests the explanatory power of target adjustment model of capital structure against the pecking order model in a UK data setting. 

The traditional target adjustment model predicts that firms adjust their leverage level towards an optimum. Optimum would normally require a trade-off, for example between the tax benefits of increased gearing and increasing agency and bankruptcy costs that higher debt level entails. The empirical hypothesis derived from static trade-off theory predicts that actual debt ratios partially adjust towards a target, i.e. the gearing levels move upwards or downwards towards a target which represents the optimum gearing level for profit maximisation. 

Myers and Majluf (1984) argued that the information asymmetry that exists between a firm’s managers and the market necessitates a pecking order when choosing among the available sources of funds. According to the pecking order theory, internally generated funds are the firm’s first choice followed by debt as a second choice and the use of equity as a last resort. The empirical hypothesis that derives from this model associates gearing levels very closely with the retained earnings, dividend policy and investment opportunities.

This paper compares the explanatory power of these two models using for the first time UK hotel and retail industries panel data. The results from the statistical tests show that the static trade-off model has much greater time series and cross sectional explanatory power than the pecking order model. The issue of “false positive” results is addressed when looking at the statistical power of the models used.

Finally this study looks at some of firm’s characteristics that can influence capital structure behaviour. 

 Introduction
The determination of an optimal capital structure has been one of the most contentious issues in the finance literature since Modigliani and Miller introduced their capital structure irrelevance prepositions in their seminal article in 1958.
What MM did not discuss in that article were the practical applications of this theory for individual firms or how well the theory explained observed facts, such as corporate leverage ratios and market reactions to security issues.  As Miller (1988) states: “ Scepticism about the practical force of our invariance preposition was understandable given the almost daily reports in the financial press, then as now, of spectacular increases in the value of firms after changes in capital structure.  But the view that capital structure is irrelevant or that “nothing matters” in corporate finance is far from what we ever said about the real-world applications of out theoretical propositions.  Looking back now, perhaps we should have put more emphases on the other, upbeat side of the “nothing matters” coin: showing what doesn’t matter can also show, by implication, what does”.  

Much of the financial literature over the past four decades has revolved around different theories that try to explain just exactly what does matter in determining capital structure.

Many interesting questions have been raised over the years: Is there really an optimal capital structure for any individual firm or industry?  Does that ratio stay constant over time? Why have corporate leverage ratios not fluctuated in tune with changes in the corporate tax rate?  How can one explain the sudden run-up in leverage in the U.K. during the 1980s?  Why do leverage-altering transactions have such consistent effects on a firm’s stock price?  Although most of the literature on the topic points to the existence of optimal capital structures, no one theory has emerged to explain all these phenomena.  Research from Taggart (1977), Javiland and Harris (1984) and others suggests that managers do pursue a target debt ratio.  Campbell (1988) showed that market reactions to leverage-altering transactions, such as convertible bond and equity-for-debt swaps, were related to whether the transaction moved the firm closer to or farther away from industry norms.  That is why, according to Myers and Majluf (1984), “a full description of corporate financing and investment behaviour will no doubt require telling several stories at once.”

Out of these theoretical and empirical treatments of capital structure, two models appear to come across strongly.  One of them is the target debt level model based on the trade-off between advantages and disadvantages of the use of debt.  These trade-offs are influenced by several variable, most notably the tax advantages of debt, the risk of bankruptcy and the reduction of agency costs.  

The second of these models is that of the pecking order.  It would seem that corporations do make intentional short-term decisions that may move them farther away from their leverage targets, or as Shyam-Sunder and Myers (1999) put it “changes in debt ratios are driven by the need for external funds, not by attempt to reach an optimal capital structure.”  It is believed that a pecking order exists, because there will be times when companies do not want to subject themselves to the regulatory discipline or the asymmetrical information (leading to mispricing) of the market.  

The following sections that proceed examine some of these issues. They particularly try to answer the question whether the gearing ratio of the UK hotel and retail industries follows a pecking order approach or a target debt level alternative. Section I summarises the theoretical argument behind both models and prior empirical work carried out. Section II describes the two competing hypotheses and definition of variables. Section III describes the data to be used in the study. In Section IV, results and the power of the models are discussed. In Section V conclusions are offered.

I. Literature review
The question “Is there an optimum debt level?” has occupied a centre place in the corporate finance research.  The optimum debt level represents the debt level that maximises firm value.  This optimum requires a trade-off between the benefits of debt use and the costs associated with it: for, example the trade-off between tax advantages of debt and bankruptcy costs, or the trade-off between the reduction of free cash flow agency problems and the increase of underinvestment problems.  In an empirical framework, the trade-off argument predicts that firms adjust (increase or decrease) their actual debt ratios towards a target debt level.  This means that the debt financing decisions are not residuals of other financing, investment, and strategic decisions.  

There is evidence in favour of the static trade-off and optimal capital structure argument.  Several authors have documented evidence of strong industry effects in debt ratios which is interpreted as evidence of optimal ratios (see Schwartz and Aronson (1967), Scott (1972), Ferri and Jones (1979), Balakrishnan and Fox (1993)). DeAngelo and Masulis (1980) generalised Miller’s differential tax model by including other non-debt tax shields such as depreciation charges and investment tax creditors. They stated that the inclusion of such non-debt tax shields leads to the conclusion that each firm has and unique interior optimal capital structure that maximises its value. Bradley, Jarrell and Kim (1984) found a strong direct relationship between non-debt tax shields and firm’s debt level. 

Taggart (1977), Marsh (1982), Auerbach (1985) and Opler and Titman (1994) find mean reversion in debt ratios or evidence that firms appear to adjust toward debt targets.
Mayers and Majluf (1984) argued that the information asymmetry that exists between a firm’s managers and the market necessitates a pecking order when choosing among the available resources of funds.  According to the pecking order theory, internally generated funds are the firm’s first choice.  Firms prefer to use internal equity to pay dividends and implement growth opportunities.     The use of the internal funds avoids the problems associated with external financing such as having covenants that impose restrictions on the firm’s future financial decisions in the case of a debt issue, or having to underprice the firm’s stock in case of a stock issue.  However, the free use of internal equity financing may be limited, as the managers hesitate to cut dividends. 

The pecking order theory also suggests that when external financing is needed, firms prefer to raise debt before external equity ((Donaldson, (1961), Myers (1984) and Myers and Majluf (1984)). 

The relationship between gearing and dividend payout ratio on one hand or investment on the other is not very clear, as they both depend on the firms’ response to a shortage of earnings.  If firms respond to earnings shortages by borrowing both to pay dividends and to finance growth opportunities, then the dividend payout ratio and investment should have a positive influence on gearing.  By contrast, if firms respond to earnings shortages by reducing or postponing investment, while borrowing to pay dividends in the short term because of the reluctance to cut dividends, financial gearing may have a positive relationship with the dividend payout ratio and a negative relationship with the level of investment.  Furthermore, if over time the earnings shortage persists, firms will be forced to adjust their dividend payout ratio to the new level of earnings 

Therefore, according to the pecking order model firms do not aim at any target debt ratio, instead the debt ratio is residual of retained earnings, dividend payout and investment decisions over time.

Several empirical studies such as Baskin (1989), Norton (1991), Griner and Gordon (1995), Addedji (1998) have found evidence in support of the pecking order model. 

Shyam-Sunder and Myers (1999) tested the static trade-off model against the pecking order model. They found that the pecking order is an excellent first order descriptor of corporate finance behaviour.

II. Test methodology and variable definition

The pecking order model

If financial gearing, earnings, dividends and investments are interrelated, financial gearing (FG) should be a function of the cash flows generated by the firm, its dividend payout ratio and investments.

FG = f (Earnings, Dividends, Investments)

In its simplest form the pecking order of corporate financing would be:

NE = Div + CE + WC + Dif

Dif = NE – (Div +CE + WC)

where NE = 
Earnings after interest and tax


Div =
Dividends


CE =
Capital Expenditures


WC =  Working Capital Change


Dif =
Difference which can be positive (surplus) or negative (deficit)

If Dif > 0 i.e., NE > Div + CE +WC the firm has a surplus of funds so it retires debt, and if Dif < 0 the firm has a deficit so issues debt.

In a strict pecking order model, as long as safe debt can be issued there is no need to go down the pecking order and issue stock.  
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The model to be tested is: 

Where ( is the pecking order coefficient and Dt – Dt-1 is the amount of debt issued or retired depending on the sign of Dif.  In order for Dt – Dt-1 = Dif, we would expect ( = 0 and ( = 1.  The above equation does not include equity because the pecking order model will issue or retire equity only as a last resort.  The pecking order does not depend on the sign of Dif.  In principle a firm can become a net lender if the surplus persists (Shyam-Sunder and Myers (1999)).

The pecking order models for long and total gearing variables would be:


LTDit – LTDit-1 = ( +(Difit + uit

and
TDit – TDit-1 = ( + (Difit + uit
There is a general agreement among academics that the book value of debt can be used as a substitute for the market value of debt.  It can be very difficult to calculate the market value of debt, and studies have shown that there is normally very little difference between the market value of debt and its book value.  Auerbach (1985) calculated the market value of debt by using its book value and transforming it using assumptions about the initial age structure of such debt, the maturity of new issues, and the coupon rate on such issues.  These data are not ready available in the secondary data sources, which makes it vary difficult to calculate the market value of debt from the book value.

Long term debt is the total company’s debt payable after one year.  This includes long-term bank loans and other long-term liabilities repayable beyond one year.  Total debt is the sum of long-term debt and short-term debt.  Short-term debt is defined as the portion of the company’s total debt payable within a year.  This includes bank overdrafts and the current portion of bank loans. 

As defined above, variable Dif = NE – (Div +CE + WC). 

Net earnings are the operating earnings after interest and taxes.  Another measure that could be used instead of net earnings is the operating income before interest and taxes.  The two figures are correlated and comparison of the results would give an indication of the effect of interest and taxes on the borrowing decision.

There is no figure for capital expenditures in the available database, therefore, the first lagged difference of net fixed assets can be used as a proxy for capital expenditures.  Alternatively, if depreciation is added to both sides, operating cash flow (OCF) may be used and the first lag difference of gross fixed assets can be the proxy for capital expenditures.  This would clearly give the same results.

Working capital is the first lagged difference between current assets (minus cash) and current liabilities.

Another variable that should ideally be taken into account in the “Dif” equation is the current portion of loans repayable in the year i, i.e., this should be excluded from the working capital calculations.  These data are not available in the database, and so are excluded from the calculation and will be taken into consideration in the discussion and conclusion section.  (Under the assumption that firms have not issued new debt, the difference between the long-term debt at t-1 and t can be used as a proxy for the current portion of loans payable.  This was tested, and results were not very different from the case when this was not included in the equation.)

Therefore, 
Difit = NEit – (Divit +CEit + (WCit)



Difit = NEit – [Divit + (FAit – FAit-1) + (WCit – WCit-1)]

The target adjustment model

The static trade-off model has managers seeking an optimal capital structure.  Random events would shift them away from it, and they would then have to work their way back.  If the optimum debt ratio is stable we should see mean-reverting behaviour.  

The simple form of the target adjustment model states that changes in the debt ratio are explained by deviations of the current debt ratio from the target.  The regression specification is:
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where Git* is the target gearing level for firm i at time t, and ( the target adjustment coefficient.  The hypothesis would be that 0 < ( <1.  The inequality shows that there is an adjustment coefficient (( > 0) and that there are costs associated with this adjustment (( < 1).

Because targets are unobservable a proxy must be used.  The most common proxy used in the previous studies is the average gearing ratio over the study period, for each firm.  Another alternative is the average gearing ratio for the whole industry sample over the entire study period, which could be considered as an industry average.  As mentioned before, a number of studies have found the existence of a relationship between the gearing level and the industry average.  They have concluded that firms try to keep their debt levels around the industry debt level. 

Two variables are used to measure deviation from the target debt ratios, first focusing on long term gearing and second on total gearing (long-term debt plus short-term debt).  The reason why we use the second variable is to see the contribution of short-term debt in the target gearing level.  The ratio of short-term debt will vary between companies because of differences in both asset composition and firm size.  The two variables allow us to examine the influence of the maturity structure of debt in the target gearing ratios.  The respective models for the long-term gearing and total gearing are:
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Where (L and (T are the target adjustment coefficients for long term gearing and total gearing respectively.

The financial gearing ratio is usually measured by the ratio of long term debt to total capital.  Market gearing, a measure of financial gearing, is measured as market value of debt divided by the sum of the market value of debt and market value of equity.

For the purpose of measuring financial gearing, market value of equity (MVE) is defined as the number of shares outstanding multiplied by the stock price at the balance sheet date.  In order to avoid the effect of financial statement publication on the average of the stock price formation, the average stock price for the four weeks prior to the balance sheet date was used to calculate the market value of equity.

Two other measures are used to measure financial gearing.  They are long-term and short-term debt scaled by the book value of total assets (TA) or total sales (TS).


 LTD

LTD

LTD
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There is contradictory evidence about the use of the market value of equity or book value of equity.  Some of the previous studies have used the book value of equity, arguing that although the theory of capital structure suggests that debt ratios should be measured in market value terms management prefers to use the book value.  Myers (1977) argues that market values incorporate the present value of future growth opportunities.  Debt issued against these values can distort future real investment decisions.  However, most of the finance literature supports the concept that the market value is a more accurate measure because it presents the present value of the firm’s equity as a going concern, as reflected in the stock market of the publicly traded firms; that is, it reflects the present value of the firm’s expected future cash flows. 

Dependent variables 

The two dependent variables used for this study are defined as the ratios of (a) the book value of long-term debt and (b) the book value of total debt, to the market value of equity.  


Book value of long-term debt (LTD)
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Independent variables

The proxy target debt level is usually calculated as the historical average debt level over the study period.  However, the hypothesis that the target debt levels would remain the same over a period as long as 13 years may be questionable.  Instead, firms might aim at a short to medium term target, which can be measured as a three or five years’ prior or future moving average, depending on whether companies is assumed to be backward or forward looking in setting their target debt ratios.  

The use of the three years prior is based on the argument that companies set their target debt level based on past experience.  The alternative argument is that companies set their targets looking to the future, i. e. they decide where they want to be in the future and adjust their debt levels accordingly.

There are thus six measures that are used as the target debt level for both long-term and total gearing.  They are: 


T1 = thirteen years average of LTG (TG) for each company.


T2 = industry sample average of LTG (TG) over the study period (1985 – 1997).


T3 = three years moving average prior to the year t for LTG (TG). 

                   (1985 – 1995), for each company


T4 = five years moving average prior to year t for LTG (TG), 

(1985 – 1993), for each company


T5 = moving average of future three years from year t for LTG (TG). 

                   (1985 – 1995), for each company


T6 = moving average of future five years from year t for LTG (TG), 

        (1985 – 1993), for each company
IV. Data sample 

The data used are obtained from Extel, Fame and Datastream databases. Firms in the sample are classified into industries using London Stock Exchange industry classification codes in Extel. This procedure resulted in identification of 243 retail companies, classified in five sub-sectors and 65 hotel companies. The firms are selected for the study if they have continues set of data for 13 years up to 1997. Most of target adjustment studies have eliminated companies for which continues set of data were not available. Application of this criterion resulted in a drastic reduction of the initial sample to 134 retail companies and 22 hotel firms. The main reason why the initial number of firms was considerably reduced was that many companies had a few years of data, some of them had “died” or were “new” companies or were taken over. Companies from the retailer sector were divided into five subgroups in order to see if there was any line of business influence within the same industry. 

The reason why 1985 is selected as the cut-off year was that minimum 10 years of data were deemed necessary in order to draw sound statistical conclusions from the tests described above, especially when using the five years moving average target. Extel includes profit and loss and balance sheet data from 1985.

The above mentioned selection of companies and time span has resulted in 1729 observations for the retail sector and 273 observation for the retail sector.

Panel data, pooled cross-sectional and time series, are used to empirically examine the hypothesis formulated above.  The reason being, that they do not only give a large number of data points, which is important when using annually published accounting data, but also they provide a dynamic picture of the sample financing behaviour by looking at both time series and cross sectional behaviour of the data.    

Descriptive statistics for the pecking order model variables and target adjustment variables are presented in Appendix 1.

IV. Analysis and results

The results of the pooled data fixed effects cross section general least square (GLS) regression test, using the pecking order model for long and short term debt, are shown in Table 1.

Pecking Order

LTD


TD


Test
(
t-stat.
R2
(
t-stat.
R2

Clothing
-0.03
-5.15*
0.10
-0.27
-6.58*
0.11

Food
0.00
-1.33
0.05
0.001
-1.38
0.07

Hardware
-0.02
-5.41*
0.14
-0.01
-8.36*
0.07

Mixed 
-0.01
-1.58
0.08
-0.11
-9.23*
0.22

News /Chemist
-0.01
-1.89
0.07
-0.08
-4.70*
0.13

Retail Industry
-0.01
-5.73*
0.09
-0.02
-8.35*
0.10

Hotel Industry
-0.06
-0.68
0.06
-0.04
-2.62
0.07

* - significant at 2.5 per cent level of probability

**- significant at 5 per cent level of probability

‘’ – significant at 10 per cent level of probability

Table 1. Regression results of the pecking order model for LTD and TD 

As can be seen from the above table most of the coefficients for the retail sector are significant at the 2.5 per cent level or better. 

There are no figures for the intercept as we have used the fixed effect cross section estimator, i.e. different intercepts estimated for each pool member cross-sectionally but held constant over time ((it = (i,  E((i(it) ( 0). 

Tables 1 indicates that in general the slopes for long-term gearing are small and they have negative values.  The only exception is food retailing which has a very small positive slope coefficient of 0.001.  Clothing retailing has the largest slope coefficient of -0.27 which still is far from what can be expected if a pecking order approach holds true. 

The coefficients of determination are not high and they vary from 5% (food retailing, LTD) to 22% (mixed retailing, TD) for the retail sector and 6 % and 7% for the hotel sector.  The total gearing performs slightly better than the long-term gearing but figures are very close.  These results indicate that the debt behaviour of companies in both sectors does not follow a pecking order approach.

The results are somewhat different from the conclusions of other similar studies, especially Shyam–Sunder & Myers (1999) which found high coefficients of determination.

The simplicity of the model, and the fact that the current portion of loans payable is missing from the calculation of (WC, might be a contributing factor to the low explanatory power of the model, but could not all alone count for the big difference between the R2’s and the small ( (slope coefficients) of the two studies.  It is clear from the data shown in Table 1, that firms in both retail and hotel sector do not follow a pecking order approach in their financing strategies.

Results of the basic target adjustment model are given in Tables 2,3, and 4. 




 13 years average


Industry sample average


LTG


TG


LTG


TG



(
t-stat.
R2
(
t-stat.
R2
(.
t-stat.
R2
(
t-stat.
R2

Clothing
0.51
9.5*
0.55
0.52
6.33*
0.47
0.54
9.28*
0.62
0.53
6.65*
0.48

Food
0.52
10.60*
0.30
0.49
9.65*
0.28
0.52
10.09*
0.24
0.42
9.23*
0.26

Hardware
0.35
8.44*
0.22
0.39
9.21*
0.30
0.28
7.35*
0.19
0.39
10.21*
0.30

Mixed 
0.43
9.93*
0.33
0.55
8.28*
0.50
0.34
8.33*
0.25
0.55
4.28*
0.50

News /Chemist
0.47
9.21*
0.29
0.57
10.53*
0.39
0.31
6.80*
0.13
0.33
7.62*
0.19

Retail Industry
0.48
9.02*
0.30
0.50
9.90*
0.32
0.42
8.44*
0.33
0.34
9.60*
0.29

Hotel Industry
0.46
8.33*
0.24
0.48
8.69*
0.25
0.47
8.32*
0.24
0.48
8.69*
0.25

*     - significant at 2.5 per cent level of probability

**   - significant at 5 per cent level of probability


‘’   - significant at 10 per cent level of probability

Table 2. Regression results of trade-off model: LTG & TG – 13 years average for each company and industry sample average



Three years prior moving average
     Three years future moving average



LTG


TG


LTG


TG



(
t-stat.
R2
(
t-stat.
R 2
(
t-stat.
R2
(
t-stat.
R 2

Clothing
0.77
5.57*
0.83
0.75
8.32*
0.50
0.78
35.57*
0.83
0.76
29.91*
0.77

Food
0.72
11.97*
0.65
0.68
9.22*
0.59
0.73
21.97*
0.66
0.68
19.21*
0.60

Hardware
0.69
9.76*
0.64
0.67
10.77*
0.71
0.69
19.76*
0.65
0.67
21.73*
0.71

Mixed 
0.74
8.47*
0.71
0.80
5.16*
0.80
0.74
19.33*
0.71
0.80
27.46*
0.82

News /Chemist
0.69
6.70*
0.61
0.74
9.75*
0.69
0.69
16.71*
0.62
0.74
19.75*
0.69

Retail Industry
0.73
6.24*
0.74
0.70
5.18*
0.64
0.74
25.26*
0.73
0.75
35.72*
0.73

Hotel Industry
0.68
7.44*
0.64
0.70
7.13*
0.59
0.69
17.44*
0.64
0.70
17.12*
0.62

*     - significant at 2.5 per cent level of probability

**   - significant at 5 per cent level of probability


‘’   - significant at 10 per cent level of probability

Table 3.  Regression results of trade-off model: LTG & TG - 3 years prior moving average



   Five years prior moving average
        Five years future moving average



LTG


TG


LTG


TG



(
t-stat.
R2
(
t-stat.
R2
(
t-stat.
R2
(
t-stat.
R 2

Clothing
0.67
16.68*
0.74
0.55
9.27*
0.44
0.91
29.67*
0.81
0.87
22.75*
0.70

Food
0.55
13.31*
0.49
0.62
10.31*
0.49
0.79
16.57*
0.56
0.79
15.52*
0.52

Hardware
0.45
10.15*
0.42
0.44
6.40*
0.60
0.64
12.75*
0.47
0.68
15.55*
0.61

Mixed 
0.65
9.38*
0.63
0.74
7.19*
0.73
0.85
15.15*
0.64
0.92
20.18*
0.76

News /Chemist
0.58
10.27*
0.47
0.60
8.55*
0.62
0.80
12.63*
0.52
0.83
16.18*
0.65

Retail Industry
0.60
7.88*
0.60
0.61
9.59*
0.59
0.82
19.68*
0.64
0.84
20.44*
0.65

Hotel Industry
0.45
8.58*
0.40
0.45
7.97*
0.36
0.77
12.84*
0.52
0.74
12.19*
0.49

*     - significant at 2.5 per cent level of probability

**   - significant at 5 per cent level of probability


‘’   - significant at 10 per cent level of probability

Table 4. Regression results of trade-off model: LTG & TG - 5 years prior moving average and 5 years future moving average

As can be seen from the above tables, the slope (β) coefficients are all significant at 1%.  This result suggests that our sample is not biased towards firms operating above their optimal debt ratio for most of the sample period.  If there were such a sample bias, then contrary to the results shown in the above tables we should have found negative constants and low explanatory power.  The coefficients for the 13 years and sample targets are rather small, mostly under 0.5, which would imply that there are some costs and constraints associated with the adjustment which increase as the time lag of adjustment is increased, resulting in a smaller partial adjustment towards the target when there is a long term target debt level than with a medium to short term target.  By contrast all coefficients for short and medium term targets (i.e. three and five years prior and future targets) are in the range of 0.7 and 0.9, which indicates that in a short and medium time-scale period an almost full mean-reverting process occurs.

As before there are no calculations for the intercept because we have used a fixed effect cross-section estimator.  

The regression coefficients, R2 and adjusted R2, are lower for the 13 years average target and sample average in comparison to the 5 years and 3 years moving average (prior or future).  The latter has the highest regression coefficient and R2 for both long-term and total gearing.  This confirms the expectation that the target adjustment behaviour is expected to be observed more in a shorter-term framework.  From a capital structure perspective 13 years is a relatively long time in the life of a company; the effect of different micro and macro developments such as the interest rate, the changes in the tax regime and the condition of the economy can make it difficult to maintain a long term target debt ratio over such a period.  It is rather surprising, however, that the sample (industry) target variable does not show as strong explanatory power as the 3 and 5 years moving averages.  Most researchers consider that the industry average is a good proxy for the target debt ratio.  One reason might be that the average used in this study is calculated as a sub-sample average rather than as a whole industry average, i.e. low R2 due to the small sample size, at least for the hotel sector.

The R2s are in general lower for total gearing in comparison to long-term gearing.  This can help to explain the role of short-term debt in the gearing behaviour.  It can be argued that firms are more interested in keeping the long term gearing around a target level rather than short-term debt, while the latter is more likely to be the residual of other decisions.  The level of long-term gearing is directly correlated to the likelihood of bankruptcy and strategic decisions.  Short-term debt is used more for working capital expenditures of a short-term nature, or as “bridging” finance used while longer term sources of funds are found.
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Figure 2. Comparison of R2 (note R Sq. stands for R2)
The results of the present study are similar to those found from other studies like Auerbach (1985), Bradley, Jarrell and Kim (1984) and Shyam-Sunder and Myers (1999).  The main difference in the model used in this chapter is that it does not control for other variables such as non-debt tax shields and bankruptcy costs that are factors that are hypothesised to influence the optimum capital structure.  The main purpose of this simple regression model was to see only the one-to-one relationships between the year-to-year differences in the gearing level and the difference between the gearing level and the target level.  We wanted to demonstrate that when firms change the year-to-year gearing level they change towards the target level, following a partial adjustment pattern. 

All the tests were re-ran involving long-term and total gearing scaled by net assets and sales. The results were no different to the ones presented above. 

When the estimator was calculated using the random effects-no weighting method (intercepts as random variables across pool members : (it = ( + ui , E(ui(it) = 0), the intercepts were very close to zero and the explanatory power fell slightly for both models but the above observed pattern, i.e. that the static trade-off model has higher explanatory power than the pecking order, was again evident. 

The pecking order model was re-ran using the lagged deficit to investigate if the results concluded had to do with short-term adjustments than planned financing.  The regression results for the lagged deficits were: ( = -0.01 and R2 = 0.09 for the retail sector and ( = -0.04 and R2 = 0.06 for the hotel sector

Lastly the target adjustment model was tested using firm’s characteristics as determinants. Different target-adjustment empirical studies have identified several firm characteristics that might influence the target. Most of them identify risk, asset specificity, non-debt tax shields and profitability as the most likely variables to determine firm’s optimal debt ratio. The following multiple regression models were used to test the explanatory power of these variables and several others. 

LTDR = ( + (EV1 + (2AS + (3TS + (4PROF1 + (5GO1 + (6S1 +  uit
TDR = ( + (EV1 + (2AS + (3TS + (4PROF1 + (5GO1 + (6S1 +  + uit
Where: 

EV      – Earnings volatility (STDV of EBIT)

AS      – Asset Specificity ((Plant + Equip + Plant) / total assets)

TS      – Non-debt tax shields (Depreciation / total assets)

PROF – Profitability (EBIT / Sales)

GO     – Growth (Sales growth)

S        – Size (Ln of sales)

The results were not conclusive. In aggregate the variables explained a large proportion of debt movements but none of them could be singled out as the variable with the most explanatory power. The R2 for the long-term gearing and total gearing were respectively 50 and 65% for the hotel sector and 63 and 67% for the retail sector. The signs of the (s were as expected for most of the variables with non-debt tax shield variable having the highest of 2,89 and 3,47 LTG and TG respectively. The rest of the (s were small. Different variable combinations were tested and all came to similar results. 

 Power of the model

The tests as reported so far show that when the pecking order and target-adjustment models are tested independently. The pecking order model has a poor explanatory power however, the static trade-off model has a much better explanatory power. One issue to be addressed is their statistical power, in specific the false positive issue as raised by Shyam-Sunder and Myers (1999), i.e. that the target-adjustment model can generate convincing results even when it is false. One of the most common methods used to test the power of the model is Monte Carlo simulation. By using Monte Carlo simulation new sets of data is generated. The first year of data, 1985, is used as the starting point and using the pecking order and target-adjustment regression models completely new sets of data for the latter years are generated. The target-adjustment model is tested on data generated by using the pecking order model and vice versa. The target-adjustment model did not perform well when tested on data generated using the pecking order model, which proves that the model has power. If the opposite were true it would have questioned the explanatory power of the target-adjustment model. The pecking order model also did not perform well when tested on data generated using the target-adjustment model. 

Another argument to be looked at is that mean reversion in debt ratios can produce spuriously good fits, and significant for target-adjustment model, even when the mean reversion ha nothing to do an optimum gearing level, but merely emulates pecking-order type of financing with mean reversion in financial deficits or surpluses.

As can be seen from Figures 3, 4 and 5, this is not true for our set of data. There is very little correlation between “Dif” and the difference in the level of borrowing for both LTG and TG.  The graphs show clearly that the deficit in funds available is not always associated with the same size of borrowing (e.g. years 1988, 1989, 1996 retail sector and 1988, 1996 hotel sector).  There are years when companies have borrowed (1987) when under he pecking order position they could have acted as net lenders, i.e. they pay off the debt when there is a surplus of funds (positive correlation coefficient).  Moreover, the size of the deficit seems to have no predictive power for the decision to borrow.
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Correlation 

Coefficients
D11 & Dif
D12 & Dif

Clothing
-0.42
-0.43

Food
-0.06
-0.27

Hardware
-0.10
0.02

Mixed
-0.41
-0.65

News
-0.23
-0.27

Retail
-0.02
-0.06

Hotel
0.25
0.31

Ret + Hot
0.06
-0.03

Table 5. Correlation coefficients of POH Dif and first differences of LTG and TG
Table 5 shows that the correlation coefficients between “Dif” and the first differences of borrowing are very small.  The only exceptions are Clothing and Mixed retailing with respective coefficients of –0.41 and –0.42 (long-term gearing) and 0.43 and 0.45 (total gearing).  But when we look at the coefficients for the whole sample (Ret + Hot) they are very small (respectively 0.06 for LTG and –0.03 for TG).  This gives further support for the results of the regression tests, namely that mean reversion in financial deficit or surpluses do not seem to explain the mean reversion in the gearing level.

One of the possible reasons for this is that firms that have ready access to the capital markets do not follow the pecking order when choosing the type of security to offer.  Therefore, a better defined test would be the one where the equity issues are included, as the assumption that firms will issue equity only as a last resort does not seem to hold.  

V. Conclusions

This first study of the capital structure of the hotel and retail industries in U.K. showed that they are not very highly geared.  As shown in Appendixes 1, the gearing ratio varies from 17% for long-term gearing to 30% for total gearing for the retail sector, and from 30% for long term gearing to 50% for total gearing for the hotel sector.  The gearing ratios for the U.K hotel and retail industries are not as high as the corresponding gearing ratios in U.S. (recall that Kim’s (1996) study found a gearing ratio of over 60% for the hospitality industry in U.S.).  One of the reasons for this difference might be the different tax treatment that debt receives in the two countries.  As was expected, the hotel sector has a higher gearing ratio in comparison to the retail sector.  

The empirical tests carried out, showed that the trade-off model explains the capital structure in the U.K. hotel and retail industries well when the proxy target is calculated as the sample mean or the 13 years average, and indeed very well when the target level of debt is considered as a short to medium term (3-5 year) target.  All the coefficients of determination for this test were significant and explained between 50 to 90 per cent of gearing level changes.  These results are similar to those found by De Angelo and Masulis (1980), Dammon and Senbet (1988), Bradley, Jarrel and Kim (1984), Ashton (1989) and Kwansa (1995).

By contrast, the explanatory power of the pecking order model is much weaker.  The coefficients of determination are low.  The regression coefficients are small but with the right sign.  Only in two of the sub-sectors of the retail industry did the data show a moderate level of support for the pecking order model.  There seem to be no correlation between the surplus / deficit of funds and the debt levels and first differences. 

The issue of spuriousness, as defined by Shyam-Sunder and Myers (1999), that data that are in fact driven by pecking order behaviour may look as though they were being driven by target adjustment behaviour, was addressed, and from several tests and calculations it was concluded that this was not the case for this set of data.  The pecking order variables had a positive relationship with changes in the level of gearing, but only a weak one, especially for the retail sector.  The low level of correlation observed between capital expenditure and changes in gearing levels might indicate that a “hybrid” model in which pecking order variables (and in particular capital expenditures) were combined with target adjustment variables could better explain the firms’ capital structure behaviour.

Taking into consideration the trade-off model and other variables suggested by the capital structure literature, several variables were selected in order to examine their explanatory power.  The tests showed that the identified variables explained 50% and 65% of the long–term and total gearing for the retail sector and 65% and 67% of the of the long-term and total gearing levels for the hotel sector, respectively.  Profitability was the most important factor for the retail sector followed by non-debt tax shields.  Non-debt tax shields, management contracts and profitability were the most important factors for the hotel sector.  The overall explanatory power of this test is comparable with those concluded by other similar studies.  The surprising fact is that individual variables, apart from the above-mentioned ones, tended to have low explanatory power.  Hence it is not clear which of these variables are the most significant in determining firms’ capital structure.

Given the scarcity of research into the issue of capital structure in the U.K., further research is suggested to examine the phenomenon.

An area of research would be to apply the models described in this research with data sets gathered from other industries in the U.K. so as to see if the results show any industry differences.

Despite the much better performance of the target adjustment model in comparison to the pecking order model, one must not oversimplify the complexities of the firm’s capital structure decision.  By expanding the works of Taggart (1977), Marsh (1982), Jalilvand and Harris (1984), Auerbach (1985) and Shyam-Sunder and Myers (1999) one could seek a more comprehensive explanation of how firms manage their capital structure.  Issues of security timing and agency theory variables have to be incorporated in the target adjustment or pecking order models.  Some thoughts regarding such a hybrid theory are set out below.

Dominant approaches of capital structure theory and empirical research assume that managers mechanistically follow a certain approach ignoring the fact that managers might make a conscious choice to follow either a pecking order or a target adjustment approach.  If so, we need to know what factors motivate such a choice. This may call for extensive questionnaire/interview type research aiming at ascertaining the views and practices of financial managers and thereby creating a linkage between theory, empirical research and practice. There is a relative scarcity, particularly in U.K., of such studies in long-term financing and capital structure decisions of firms.
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Appendix 1
Table A1 shows descriptive statistics of “Dif” variable of the pecking order model.

Table A1

“DIF”
Mean
Median
Min
Max

Clothing and Footwear Retailers
-12.60
-0.69
-594.22
441.10

Food Retailers
-31.71
-1.73
-1576.50
1352.60

Household Goods and Hardware
-2.27
-0.02
-1889.77
1889.90

Mixed Retail Business
-9.26
-0.13
-694.60
692.46

Confection/Newsagent
-3.38
-0.56
-569.90
606.20

Retail Industry
-12.66
-0.36
-1889.77
1889.90

Hotel Industry
-63.11
-2.60
-6657.00
2196.00

Table  A2 and A3 show descriptive statistics of variables of the target-adjustment model.

Table A2






LTG




TG


Mean
Median
Min
Max
Mean
Median
Min
Max

Clothing and footwear retailers
0.23
0.07
0.00
2.81
0.40
0.22
0.00
3.22

Food retailers
0.20
0.08
0.00
3.36
0.39
0.18
0.00
4.27

Household Goods & Hardware
0.14
0.03
0.00
1.90
0.28
0.11
0.00
1.94

Mixed retail business
0.14
0.02
0.00
2.9
0.32
0.10
0.00
3.29

Confection/Newsagent
0.12
0.06
0.00
0.72
0.29
0.19
0.00
2.03

Retail Industry
0.17
0.05
0.00
3.36
0.34
0.16
0.00
4.27

Hotel Industry
0.28
0.20
0.00
3.35
0.50
0.37
0.00
4.17

Table A3







LTG



TG


Mean 
Median
Min
Max
Mean 
Median
Min
Max

13 years Average









Retail industry
0.17
0.10
0.00
1.56
0.34
0.24
0.00
2.26

Hotel industry
0.28
0.23
0.00
0.96
0.50
0.51
0.00
1.21

3 years prior moving average









Retail industry
0.16
0.07
0.00
3.05
0.33
0.18
0.00
3.78

Hotel industry
0.28
0.20
0.00
2.15
0.51
0.41
0.00
2.58

5 years prior moving average









Retail industry
0.17
0.08
0.00
3.03
0.35
0.21
0.00
3.84

Hotel industry
0.29
0.22
0.00
1.73
0.53
0.42
0.00
2.07

3 years future moving average









Retail industry
0.18
0.07
0.00
3.04
0.35
0.20
0.00
3.85

Hotel industry
0.30
0.21
0.00
2.15
0.53
0.43
0.01
2.58

5 years future moving average









Retail industry
0.18
0.08
0.00
3.04
0.36
0.22
0.00
3.84

Hotel industry
0.29
0.22
0.00
1.73
0.53
0.42
0.01
2.07
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		Long Term Gearing  - Sample Average as a Target														Total Gearing  - Sample Average as a Target

				Coeffici		T-stat		R - Sq		Adj R - Sq		D - W						Coeffici		T-stat		R - Sq		Adj R - Sq		D - W

		Clothing		0.54		22.28		0.62		0.59		1.83				Clothing		0.53		16.65		0.48		0.43		1.97

		Food		0.52		11.09		0.24		0.17		1.71				Food		0.42		9.23		0.26		0.23		2.26

		Hardware		0.28		7.35		0.19		0.12		2.21				Hardware		0.39		10.21		0.30		0.23		2.03

		Mixed		0.34		8.33		0.25		0.18		2.02				Mixed		0.55		14.28		0.50		0.45		1.95

		News / Chemists		0.31		6.80		0.13		0.06		1.82				News / Chemists		0.33		7.62		0.19		0.12		1.79

		Retail Industry		0.42		28.44		0.33		0.27		1.85				Retail Industry		0.34		21.60		0.29		0.23		2.11

		Hotel Industry		0.47		8.32		0.24		0.17		2.15				Hotel Industry		0.48		8.69		0.25		0.18		2.07

		Long Term Gearing  - 5 Years Average as a Target														Total  Gearing  - 5 Years Moving Average as a Target

				Coeffici		T-stat		R - Sq		Adj R - Sq		D - W						Coeffici		T-stat		R - Sq		Adj R - Sq		D - W

		Clothing		0.67		22.68		0.74		0.71		1.90				Clothing		0.55		14.27		0.44		0.43		1.86

		Food		0.55		13.31		0.49		0.42		1.87				Food		0.62		13.31		0.49		0.42		2.05

		Hardware		0.45		10.15		0.42		0.34		2.18				Hardware		0.44		12.40		0.60		0.54		2.26

		Mixed		0.65		12.38		0.63		0.58		2.05				Mixed		0.74		17.19		0.73		0.69		1.99

		News / Chemists		0.58		10.27		0.47		0.40		1.92				News / Chemists		0.60		13.55		0.62		0.57		2.03

		Retail Industry		0.60		37.88		0.60		0.54		1.97				Retail Industry		0.61		31.59		0.59		0.53		2.01

		Hotel Industry		0.45		8.58		0.40		0.32		2.06				Hotel Industry		0.45		7.97		0.36		0.27		2.20

		Long Term Gearing  - 3 Years  Average as a Target														Total  Gearing  - 3 Years Average as a Target

				Coeffici		T-stat		R - Sq		Adj R - Sq		D - W						Coeffici		T-stat		R - Sq		Adj R - Sq		D - W

		Clothing		0.78		35.57		0.83		0.81		2.29				Clothing		0.75		28.32		0.50		0.46		2.32

		Food		0.73		21.97		0.65		0.61		2.16				Food		0.68		19.22		0.59		0.54		2.25

		Hardware		0.69		19.76		0.64		0.61		2.39				Hardware		0.67		21.77		0.71		0.68		2.39

		Mixed		0.75		18.47		0.71		0.67		2.33				Mixed		0.80		25.16		0.80		0.80		2.26

		News / Chemists		0.69		16.70		0.61		0.57		2.24				News / Chemists		0.74		19.75		0.69		0.66		2.07

		Retail Industry		0.73		56.24		0.74		0.71		2.27				Retail Industry		0.73		52.18		0.64		0.60		2.26

		Hotel Industry		0.68		17.44		0.64		0.59		2.49				Hotel Industry		0.70		17.13		0.62		0.58		2.43

		Fixed Effect + cross section				GLS + Cross Section Wheights)

		b

				13 years		Sample		3 yr prior		5 yr prior		3 Yr futur		5 yr futur

		Retail b LTG		0.48		0.42		0.73		0.60		0.74		0.82

		Retail b TG		0.50		0.34		0.73		0.61		0.75		0.84

		Hotel b LTG		0.46		0.47		0.68		0.45		0.69		0.77

		Hotel b TG		0.48		0.48		0.70		0.45		0.70		0.74

		R

				13 years		Sample		3 years		5 years		3 Yr futur		5 yr futur

		Retail R Sq LTG		0.30		0.33		0.74		0.60		0.73		0.64

		Retail R Sq TG		0.32		0.29		0.64		0.59		0.73		0.65

		Hotel R Sq LTG		0.24		0.24		0.64		0.40		0.64		0.52

		Hotel R Sq TG		0.25		0.25		0.62		0.36		0.62		0.49
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Sheet1

		No.		Licensed Hotels (SIC 66501)		12/31/85		12/31/86		12/31/87		12/31/88		12/31/89		12/31/90		12/31/91		12/31/92		12/31/93		12/31/94		12/31/95		12/31/96		12/31/97		mean		mdian		min		max

		1		Arcadian international Plc				-1.80		0.70		-0.90		0.00		0.00		0.30		-0.20		4.60		8.50		2.80		6.00				25.28		0.02		-337.00		2367.00

		2		Arena Leisure Plc				-0.09		-0.45		-0.01		-0.04		-0.01		0.02		-0.04		-0.01		0.00		0.00		0.00		0.00

		3		Bass Plc				7.80		42.40		342.30		135.00		800.00		-187.00		38.00		-155.00		-20.00		-22.00		4.00		-84.00

		4		Bett brothers Plc				1.19		-2.73		-0.48		-0.14		-0.06		5.37		2.39		0.01		-0.15		-0.16		-0.10		-8.28

		5		Cathay international holdings Plc				0.90		0.30		-0.10		3.30		5.40		0.30		2.00		-2.70		-9.20		-0.10		15.20		-15.00

		6		Cp holdings Ltd				0.00		-0.10		0.10		0.90		-0.30		3.40		1.70		-2.20		7.20		-1.50		16.30		0.00

		7		Diageo Plc				662.00		-206.00		-35.00		11.00		236.00		615.00		55.00		-182.00		-253.00		-337.00		-154.00		2367.00

		8		Eldrige, Pope & Co Plc				-0.20		0.10		0.00		9.00		3.90		-1.00		-6.60		3.00		0.50		1.40		1.50		7.70

		9		Forte Plc				198.70		-70.20		307.00		-5.00		-5.00		40.00		234.00		-150.00		658.00		95.00

		10		Fuller, smith & turner Plc				1.10		0.00		-0.20		5.40		0.00		0.00		0.40		-0.10		-0.10		-0.10		-0.10		0.00

		11		Jurys hotel group Plc				-1.10		-0.80		1.20		2.20		2.20		4.50		-0.20		-0.70		4.40		2.30		-2.10		1.00

		12		Ladbroke group Plc				180.20		127.50		115.60		747.60		77.60		-165.70		-9.90		-26.30		-37.70		-299.60		-280.00		-296.30

		13		Regal hotel group Plc				0.00		0.00		0.90		0.10		0.00		-1.00		0.00		1.50		3.30		8.70		65.70		51.06

		14		Ryan hotels Plc				1.41		0.83		0.17		2.11		7.35		2.99		3.13		3.12		-0.13		0.99		-1.17		-2.48

		15		Savoy hotel Plc,				0.40		-0.10		0.00		0.00		3.30		0.10		0.00		-1.20		-0.10		-0.80		-0.10		-0.44

		16		Stakis Plc				2.20		-4.30		16.70		25.20		48.40		-104.80		-0.30		133.10		-34.20		10.70		47.30		130.20

		17		Stockbourne Plc				0.00		0.00		0.44		0.74		0.65		0.15		0.23		0.12		-1.73		-0.59		0.00		0.01

		18		Thwaites, daniel Plc				-0.80		-3.90		7.50		-1.00		8.40		8.60		1.30		9.70		3.70		8.00		0.70		1.30

		19		Weir Andrew & Co Plc				-1.90		-5.00		-9.90		-0.40		0.00		4.60		-0.70		-1.00		6.70		22.60		13.30		19.70

		20		Whitbread Plc				25.00		25.80		73.30		105.70		-256.80		129.90		99.00		-157.70		15.60		-9.80		191.70		264.40

		21		Wolverhampton & dudley brew. Plc				0.00		0.00		0.00		0.00		0.00		15.00		15.00		-15.00		-15.00		39.00		41.00		0.00

						12/31/85		86		87		88		89		90		91		92		93		94		95		96		97

						D11Hot		51.19		-4.57		38.98		49.60		44.33		17.65		20.68		-25.66		16.03		-22.86		-1.74		128.20

						D12Hot		75.44		-12.10		44.60		86.36		37.66		34.28		29.10		-9.20		-6.48		-17.68		-4.71		228.35

						DIFHot		-122.6857177143		-88.0450523476		-146.8504898429		-121.4333029524		-31.2228701429		-66.5940750476		49.567762		30.5418429524		-0.890232381		10.1305402381		-378.8506326		110.4692645789

				Correlaton Coefficient of DIFF and D11		0.246

				Correlaton Coefficient of DIFF and D12		0.313

				Correlaton Coefficient of D11 and D12		0.955
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Sheet1

				Retail Distribution of Clothing, Footware		12/31/85		12/31/86		12/31/87		12/31/88		12/31/89		12/31/90		12/31/91		12/31/92		12/31/93		12/31/94		12/31/95		12/31/96		12/31/97		mean		median		min		max

				and Leather Goods & Fabrics and Textiles

		1		ALEXON GROUP PLC				1.30		1.78		12.20		29.19		11.46		-4.65		-8.18		-13.91		-13.58		-3.41		-3.05		4.85		0.57		0.00		-354.50		308.90

		2		ARCADIA GROUP PLC				26.50		104.90		-4.90		-4.10		100.30		-141.00		63.70		20.20		4.70		-27.30		-80.60		-9.10

		3		AUSTIN REED GROUP PLC				-4.26		0.31		2.59		0.86		1.52		3.38		-6.75		-2.50		-3.50		-0.50		-0.50		0.00		3.69		0.00		-504.00		951.70

		4		BLACKS LEISURE GROUP PLC				0.84		-1.05		0.13		-0.12		1.00		0.77		0.23		-0.02		-0.31		-0.37		-0.84		1.68

		5		CADORO PLC				0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00

		6		CHURCH & CO PLC				-0.07		-0.28		-0.18		0.13		0.05		0.12		0.14		-0.18		0.14		-0.09		-0.15		-0.03

		7		CLARK, C & J LTD				-4.60		-4.60		-5.50		9.40		-28.00		58.80		-59.60		28.90		-0.10		6.40		-8.90		3.50

		8		COATS VIYELLA PLC				1.60		0.20		3.20		114.60		-40.50		162.10		-96.10		81.30		-26.00		30.40		-28.30		-52.10

		9		COURTS PLC				3.20		0.00		-1.60		-5.50		23.40		-0.70		2.40		9.80		-8.90		3.60		18.70		26.10

		10		DAKS SIMPSON GROUP PLC				0.61		-0.28		-0.57		-0.14		-0.14		0.11		-0.22		-1.03		-0.49		-0.20

		11		FRENCH CONNECTION GROUP PLC				-0.46		0.96		-0.48		1.10		-1.49		0.89		-0.42		1.49		-0.01		-1.06		-2.47		-0.02

		12		GRAMPIAN HOLDINGS PLC				-0.90		0.80		-1.20		1.00		0.10		0.00		4.20		8.70		-2.30		2.80		7.20		17.20

		13		GREAT UNIVERSAL STORES PLC, THE				0.10		-3.20		10.20		-2.90		10.50		-7.20		-6.90		-13.70		-6.20		-0.50		0.50		-0.69

		14		HARVEYS FURNISHING PLC				-0.50		0.09		-0.09		0.00		0.00		0.00		0.00		0.00		1.93		0.93		-0.60		-3.25

		15		HI TEC SPORTS PLC				-0.01		-0.02		0.11		-0.11		-0.02		-0.06		3.05		0.41		-0.27		-2.60		-0.12		-0.35

		16		HOLLAS GROUP PLC, THE				-0.04		-0.24		0.34		-0.13		1.37		0.84		-0.52		-1.16		0.80		-1.72		-0.09		0.00

		17		JACQUES VERT PLC				-59.00		-21.00		18.00		32.40		-10.00		-12.00		-28.40		0.00		0.00		0.00		0.00		0.00

		18		LEWIS TRUST GROUP LTD				-1.20		8.70		0.50		13.60		-0.20		-1.50		-1.70		-4.30		136.50		1.00		-18.00		-21.13

		19		LITTLEWOODS ORGANISATION PLC				20.20		20.70		62.70		2.50		-94.60		-28.40		0.20		-4.70		-2.60		-0.40		-0.10		-0.10

		20		MACKAYS STORES, HOLDINGS PLC				0.56		4.38		-1.58		-1.50		2.53		-0.78		-0.44		-4.88		0.00		0.00		0.00		0.00

		21		MOSS BROS GROUP PLC				-0.09		-0.01		-0.48		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00

		22		NEXT PLC				0.00		8.50		147.00		0.90		-6.90		-60.60		-89.90		1.00		-0.50		-0.50		0.00		0.00

		23		OLIVER GROUP PLC, THE				0.65		1.40		-3.25		3.76		-2.39		-1.14		0.26		-0.09		-0.01		4.91		0.62		-5.20

		24		QS HOLDINGS PLC				0.02		-0.07		0.05		-0.30		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00

		25		RETAIL CORPORATION PLC, THE				-1.40		-0.40		-0.50		-1.70		-5.20		0.00		-0.20		-2.40		-1.20		-0.20

		26		SEARS PLC				57.90		16.80		51.50		308.90		-354.50		26.20		62.60		-169.30		-1.90		-102.80		-1.10		20.30

		27		STOREDALE PLC				-0.00		0.00		0.01		0.51		0.02		0.47		1.19		-0.46		0.10		-1.84		0.01		-0.01

		28		STOREHOUSE PLC				0.00		65.10		4.60		-8.50		-0.60		-40.60		-40.20		-17.30		-0.10		0.00		0.00		26.60

		29		STYLO PLC				2.50		3.60		5.90		-1.80		24.90		-6.50		0.00		0.40		-0.20		4.80		1.00		6.00

		30		TIE RACK PLC				-0.01		0.10		-0.08		-0.12		0.08		0.04		-0.05		-0.01		0.00		-0.01		-0.07		0.00

		31		TIME PRODUCTS PLC				-4.52		-5.51		-1.66		-0.08		-0.04		-0.02		1.54		-0.61		-0.34		-0.33		-0.33		0.00

		1		ALLIED DOMECQ PLC				-114.60		951.70		-240.40		-104.00		775.00		-158.00		68.00		-54.00		226.00		-498.00		-255.00		-25.00		11.10		0.00		-498.00		951.70

		2		ASDA GROUP PLC				-2.99		221.80		-15.60		131.30		214.40		14.60		-136.00		-25.10		-16.10		-64.30		186.70		-40.50

		3		ASSOCIATED BRITISH FOODS PLC				-6.30		-8.00		-3.70		-2.00		-0.20		151.50		-1.80		27.00		-28.00		1.00		4.00		-6.00

		4		BANKS, SIDNEY C PLC				-0.10		-0.10		-0.05		0.00		0.00		0.46		0.12		0.24		-0.44		-0.08		0.09		-0.10

		5		BUDGENS PLC				1.30		-1.20		-1.10		-0.30		4.80		0.40		4.50		-0.60		29.00		-0.50		-5.70		4.90

		6		CADBURY SCHWEPPES PLC				-9.80		-72.70		11.80		256.70		26.50		134.10		-80.00		-75.60		17.60		460.00		-67.00		-124.00

		7		CAPPER & CO LTD				0.19		-0.30		0.01		0.85		0.81		-0.14		0.29		0.33		0.20		1.33		-0.02		0.02

		8		CONTINENTAL FOODS PLC				0.00		-0.00		0.46		-0.33		-0.13		0.04		-0.03		0.01		0.02		2.93

		9		CULLENS HOLDINGS PLC				0.00		14.80		5.20		-9.60		-5.80		-4.60		0.00		2.55		-0.35		0.97		0.53		-1.29

		10		FITZWILTON PLC				0.00		0.40		0.20		17.10		14.50		3.10		9.90		-35.60		73.50		6.40		15.50		-12.47

		11		GREGGS PLC				0.30		-0.10		-0.10		-0.20		-0.20		0.50		0.00		0.10		-0.10		0.00		7.10		-1.80

		12		HALL, JAMES & CO, HOLDINGS LTD				0.00		0.00		0.00		0.00		0.00		0.14		0.34		0.01		-0.07		2.61		-1.93		0.16

		13		ICELAND GROUP PLC				4.70		0.90		1.50		50.70		-0.70		3.90		3.90		-58.30		42.20		-10.20		-7.70		198.60

		14		JACKSON, WILLIAM & SON PLC				-0.47		-0.40		-0.40		-0.50		-0.20		-0.20		-0.10		1.21		-0.90		-0.16		-0.16		0.42

		15		JLI GROUP PLC				-0.15		0.04		-0.18		-0.34		5.41		0.60		0.27		-1.77		1.66		5.44		-6.02		2.45

		16		KWIK SAVE GROUP PLC				0.00		0.00		0.00		0.00		0.10		0.00		0.00		0.10		-0.10		-0.10		0.00		9.20

		17		MAUNDER, LLOYD LTD				3.15		-0.88		-0.75		-1.07		-0.42		-0.03		2.05		-0.24		-0.08		0.14		-0.06		-0.00

		18		MERCHANT RETAIL GROUP PLC				0.74		-0.50		0.85		3.84		2.50		-0.49		-1.29		-0.73		-6.26		-0.14		-0.23		0.02

		19		MORRISON, WM SUPERMARKETS PLC				0.00		0.32		-0.13		-0.14		-0.03		59.98		0.95		-0.70		-0.21		-60.25		75.00		0.00

		20		SAFEWAY PLC				-6.30		66.20		-64.60		13.40		36.00		93.10		-49.80		212.00		-7.00		-57.20		39.20		212.80

		21		SAINSBURY, J PLC				59.70		62.50		76.80		156.80		205.40		-48.30		44.20		134.10		-102.60		57.00		-42.00		120.00

		22		SHOPRITE GROUP PLC				-0.02		-0.02		1.71		3.94		1.25		1.94		4.10		5.57		-18.47		0.44		6.09		-1.81

		23		T&S STORES PLC				0.00		0.00		0.00		1.00		-1.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00

		24		TESCO PLC				-10.40		59.20		116.50		56.10		34.60		35.90		284.70		-8.50		212.30		36.00		-318.00		18.00

		25		THORNTONS PLC				-0.11		0.38		-0.43		-0.26		10.06		0.55		2.50		-11.24		3.97		-0.82		-5.02		0.00

		26		UNIGATE PLC				-45.40		-28.10		6.90		-55.60		5.10		16.80		-0.90		-14.70		84.70		47.40		-68.60		-3.70

		27		WARBURTONS LTD				-0.94		-0.65		1.05		-0.36		4.01		-1.00		-0.99		-1.94		-0.77		-1.43		-0.13		1.00

		28		WATERFORD FOODS, UK LTD				-0.42		-0.21		0.44		-0.95		-0.21		12.08		15.03		11.26		-12.52		4.59		1.11		-2.27

		29		WATSON & PHILIP PLC				0.20		-0.10		0.20		0.00		0.30		0.50		-0.20		10.50		8.30		0.10		-6.80		17.50

		1		ASPREY PLC				0.00		0.00		0.00		0.00		0.00		0.00		0.00		23.00		7.40		-5.00						-0.46		0.00		-504.00		339.30

		2		BEDFORD, WILLIAM PLC				0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00

		3		BERISFORD PLC				98.90		-21.50		21.30		-43.10		-72.40		-156.60		-0.20		-0.60		-0.20		339.30		-0.60		-99.10

		4		BETTERWARE PLC				0.02		0.01		0.03		-0.62		0.49		0.13		0.52		1.21		-1.82		-0.28		-0.17		-0.13

		5		DELANEY GROUP PLC				-0.00		-0.15		-0.51		0.99		-0.01		-1.01		0.22		0.49		-0.55		0.54		-0.37

		6		DIXONS GROUP PLC				-18.80		125.50		-54.80		90.00		0.50		6.80		88.00		-33.00		-7.20		-0.90		99.30		-115.30

		7		ERA GROUP PLC				0.43		0.39		-0.16		-0.13		-0.04		4.90		-1.47		-0.00		-2.01		-2.02		-0.00		0.00

		8		ESSEX FURNITURE PLC				0.00		-0.00		-0.00		-0.01		0.00		0.00		0.00		0.00		0.00		0.02		0.02		0.30

		9		GRAFTON GROUP PLC				-0.40		-0.70		0.10		2.10		3.70		0.10		4.20		-1.10		0.20		2.80		4.20		16.50

		10		HAMPDEN GROUP PLC				0.97		-0.97		0.09		1.90		0.31		-0.34		1.17		-1.97		-0.53		-0.58		1.41		-0.56

		11		INNOVATIONS GROUP PLC				0.16		0.04		-0.51		0.07		-0.69		0.01		-0.02		-0.05		0.85		-0.93		0.28		0.04

		12		KINGFISHER PLC				49.30		4.90		39.60		35.90		-20.90		-26.60		-41.70		-100.70		252.60		-38.60		117.10		-269.10

		13		KINGSBURY GROUP PLC				-0.19		0.68		-0.30		-0.70		-0.42		-0.05		-0.17		-0.07		0.00		0.00		0.00		0.00

		14		LIONHEART PLC				0.51		-0.06		0.27		-0.74		-0.08		2.08		-1.85		0.19		0.03		0.92		-1.36		1.53

		15		MALLETT PLC				3.07		-4.17		0.12		-0.02		-0.02		-0.02		-0.02		0.19		-0.02		-0.05		-0.06		-0.03

		16		MFI FURNITURE GROUP PLC				4.64		3.32		-16.23		3.90		27.60		-2.00		-504.00		58.10		-30.60		-30.50		-0.30		-0.40

		17		PANASONIC UK LTD				0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		3.00		-0.70		-0.20

		18		PORTMEIRION POTTERIES, HOLDI PLC				0.03		0.17		-0.26		-0.12		0.31		0.20		0.61		-0.43		-0.80		-0.04		0.00		0.00

		19		ROYAL MINT TRADING FUND				-0.06		0.28		-0.20		-0.20		-0.10		0.00		0.00		0.00		0.00		0.00		0.00		0.00

		20		STAVERT ZIGOMALA PLC				0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00

		21		TRAVIS PERKINS PLC				-1.30		0.00		0.00		0.00		0.70		0.00		-0.60		-0.10		12.50		-10.00		-2.50		0.20

		22		TUDOR PLC				-0.14		0.07		-0.06		-0.09		0.24		0.33		-0.08		-0.24		-0.03		-0.13		-0.09		-0.22

		23		WATERFORD WEDGWOOD PLC				-4.10		54.00		17.70		-18.50		-34.20		27.70		1.60		3.80		-4.70		-14.70		-4.00		61.50

		24		WICKES PLC				-2.76		4.15		102.90		18.00		-5.40		-44.70		-36.90		-62.60		-6.20		-2.90		-0.90		-6.30

		25		WILKINSON HARDWARE STORES LTD				-0.07		-0.07		0.26		-0.07		-0.07		-0.07		-0.47		0.00		0.00		0.00		0.00		0.00

		26		WORLD OF LEATHER PLC				-0.00		0.00		0.00		3.28		0.22		-0.40		-0.25		-0.20		-0.29		-0.39		0.08

		1		ARNOTTS PLC				0.00		0.00		-0.10		0.00		-0.20		0.00		0.00		0.10		0.80		0.30		-0.40		7.30		2.06		0.00		-201.50		364.60

		2		BEATTIE, JAMES PLC				-0.01		-0.02		-0.02		-0.01		-0.01		-0.20		0.00		0.00		0.00		0.00		0.00		0.00

		3		BENTALLS PLC				-0.03		0.28		-0.13		-0.03		-0.06		18.67		4.31		2.97		-0.05		-0.15		-5.12		-15.52

		4		BERRY BROS & RUDD LTD				0.00		0.00		0.00		0.00		0.00		0.00		0.08		-0.05		-0.03		0.00		0.00		0.00

		5		BROWN & JACKSON PLC				0.00		0.10		0.20		33.50		-20.70		-0.10		-2.90		-2.20		5.40		-9.10		0.00		-0.20

		6		BROWN, N GROUP PLC				-0.50		1.50		1.00		27.00		3.00		13.00		-18.00		-3.00		3.50		2.50		-5.60		4.60

		7		DEBENHAMS RETAIL PLC				-29.00		-0.70		-1.20		-1.50		-1.30		-5.50		2.30		364.60		-77.70		-201.50		7.20		-4.30

		8		ELYS, WIMBLEDON PLC				-0.00		0.00		0.00		0.00		-0.24		0.00		0.00		0.00		0.00		-0.20		0.00

		9		EMPIRE STORES GROUP PLC				-0.20		-0.10		0.70		-0.20		-0.60		-0.20		-0.10		-0.40		0.00		0.00		0.00		0.00

		10		FENWICK LTD				0.00		0.00		0.00		0.00		0.00		-0.10		0.00		0.00		-0.60		0.00		0.00		0.00

		11		FINE ART DEVELOPMENTS PLC				-1.80		1.80		0.00		12.60		7.20		19.60		-2.80		-4.00		10.70		6.50		9.90		-11.90

		12		FORMINSTER PLC				0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00

		13		FORTNUM & MASON PLC				0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00

		14		JARROLD & SONS LTD				0.00		0.00		-0.01		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00

		15		JENNERS, PRINCES STREET, EDINB LTD				0.00		0.00		0.00		0.00		0.00		0.00		-0.24		0.00		-0.05		0.00

		16		LIBERTY PLC				-0.26		0.49		-0.52		-1.13		-0.05		0.31		-0.09		-0.24		-0.27		0.14		-0.06		-0.12

		17		MARKS & SPENCER PLC				-3.20		0.20		114.30		181.50		221.60		-14.90		-150.00		40.10		129.20		-41.80		-81.50		-20.70

		18		NATIONAL MAGAZINE CO LTD, THE				0.00		0.00		0.13		-0.03		-0.04		0.27		0.03		0.21		-0.16		-0.12		-0.03		-0.24

		19		READERS DIGEST ASSOCIATION LTD				0.00		0.00		0.00		0.00		0.00		2.58		37.42		0.00		0.00		0.00		-40.00		0.00

		20		UPTON & SOUTHERN HOLDINGS PLC				-0.05		-0.30		-0.05		-0.04		-0.15		2.55		1.20		-2.23		-0.16		-0.01		0.94		-0.01

		21		WEW GROUP PLC				-8.00		0.00		0.02		0.78		26.54		-22.99		-3.54		-0.10		-0.07		-0.63		1.11

		1		AAH PLC				0.00		0.00		1.60		1.90		1.70		-1.60		-2.20		3.60		9.10		-0.80						4.86		0.00		-116.00		291.90

		2		BOOTS COMPANY PLC, THE				-1.40		-0.40		-0.20		12.50		291.90		-5.40		-82.60		147.40		-102.20		-43.70		-116.00		128.30

		3		BRISTOL UNITED PRESS PLC				0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00

		4		CLAVERLEY CO				0.00		0.00		0.00		0.00		3.00		4.00		0.50		0.00		-1.40		-0.90		-1.00		-1.10

		5		EASTE. COUNT. NEWSP. GROUP LTD				0.72		-3.15		-0.02		-0.01		-0.02		-0.01		-0.02		-0.03		-0.00		0.00		-0.01		0.01

		6		EVERARDS BREWERY LTD				0.00		0.00		0.00		0.00		0.00		0.00		0.00		7.00		0.00		0.00		0.00

		7		GALLAHER LTD				7.10		-10.10		-14.30		5.00		11.50		-15.70		-0.30		22.50		-22.80		-0.20		0.00		0.00

		8		GREENALLS GROUP PLC, THE				-5.40		20.30		-1.80		49.50		-10.30		23.30		31.70		191.20		21.60		-14.50		206.60		-7.80

		9		GREENE KING PLC				0.20		1.80		-0.10		8.30		4.80		9.60		0.00		29.40		23.30		-25.20		-0.20		126.10

		10		HALL & WOODHOUSE LTD				-0.05		1.51		-0.48		-0.11		-0.88		-0.09		-0.10		2.89		3.88		-1.01		-1.16		-0.82

		11		HARRIS, PHILIP PLC				0.09		0.73		-0.04		-0.10		0.62		-0.33		-1.02		0.77		0.45		-0.70		3.18		-0.80

		12		HOLT, JOSEPH PLC				0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00

		13		LLOYDS CHEMISTS PLC				0.00		0.30		-0.60		4.80		9.90		-0.10		24.70		-0.10		27.50		-0.20		18.60		-22.13

		14		MANSFIELD BREWERY PLC				41.70		-2.20		-19.80		0.50		0.00		0.50		19.70		22.30		-22.30		33.70		7.10		4.10

		15		MCMULLEN & SONS, LTD				0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00

		16		PORTSM & SUNDERLAND NEWSPA				-0.60		-3.62		-0.18		-0.60		0.11		1.25		7.38		-1.04		-1.29		-0.49		-0.71		2.64

		17		SEAGRAM HOLDINGS LTD				-11.80		-41.00		-1.90		53.30		-47.30		-4.10		-1.90		0.00		0.00		0.00		0.00		0.00

		18		SMITH, W H GROUP PLC				44.40		25.90		40.80		-8.90		61.30		5.70		-93.80		-28.60		25.10		94.70		-45.20		-57.00

		19		UNWINS WINE GROUP LTD, THE				-0.01		-0.02		0.13		1.27		0.16		-0.27		-0.32		0.23		-0.10		-0.13		0.88		-0.12

		1		Arcadian international Plc				-1.80		0.70		-0.90		0.00		0.00		0.30		-0.20		4.60		8.50		2.80		6.00

		2		Arena Leisure Plc				-0.09		-0.45		-0.01		-0.04		-0.01		0.02		-0.04		-0.01		0.00		0.00		0.00		0.00

		3		Bass Plc				7.80		42.40		342.30		135.00		800.00		-187.00		38.00		-155.00		-20.00		-22.00		4.00		-84.00

		4		Bett brothers Plc				1.19		-2.73		-0.48		-0.14		-0.06		5.37		2.39		0.01		-0.15		-0.16		-0.10		-8.28

		5		Cathay international holdings Plc				0.90		0.30		-0.10		3.30		5.40		0.30		2.00		-2.70		-9.20		-0.10		15.20		-15.00

		6		Cp holdings Ltd				0.00		-0.10		0.10		0.90		-0.30		3.40		1.70		-2.20		7.20		-1.50		16.30		0.00

		7		Diageo Plc				662.00		-206.00		-35.00		11.00		236.00		615.00		55.00		-182.00		-253.00		-337.00		-154.00		2367.00

		8		Eldrige, Pope & Co Plc				-0.20		0.10		0.00		9.00		3.90		-1.00		-6.60		3.00		0.50		1.40		1.50		7.70

		9		Forte Plc				198.70		-70.20		307.00		-5.00		-5.00		40.00		234.00		-150.00		658.00		95.00

		10		Fuller, smith & turner Plc				1.10		0.00		-0.20		5.40		0.00		0.00		0.40		-0.10		-0.10		-0.10		-0.10		0.00

		11		Jurys hotel group Plc				-1.10		-0.80		1.20		2.20		2.20		4.50		-0.20		-0.70		4.40		2.30		-2.10		1.00

		12		Ladbroke group Plc				180.20		127.50		115.60		747.60		77.60		-165.70		-9.90		-26.30		-37.70		-299.60		-280.00		-296.30

		13		Regal hotel group Plc				0.00		0.00		0.90		0.10		0.00		-1.00		0.00		1.50		3.30		8.70		65.70		51.06

		14		Ryan hotels Plc				1.41		0.83		0.17		2.11		7.35		2.99		3.13		3.12		-0.13		0.99		-1.17		-2.48

		15		Savoy hotel Plc,				0.40		-0.10		0.00		0.00		3.30		0.10		0.00		-1.20		-0.10		-0.80		-0.10		-0.44

		16		Stakis Plc				2.20		-4.30		16.70		25.20		48.40		-104.80		-0.30		133.10		-34.20		10.70		47.30		130.20

		17		Stockbourne Plc				0.00		0.00		0.44		0.74		0.65		0.15		0.23		0.12		-1.73		-0.59		0.00		0.01

		18		Thwaites, daniel Plc				-0.80		-3.90		7.50		-1.00		8.40		8.60		1.30		9.70		3.70		8.00		0.70		1.30

		19		Weir Andrew & Co Plc				-1.90		-5.00		-9.90		-0.40		0.00		4.60		-0.70		-1.00		6.70		22.60		13.30		19.70

		20		Whitbread Plc				25.00		25.80		73.30		105.70		-256.80		129.90		99.00		-157.70		15.60		-9.80		191.70		264.40

		21		Wolverhampton & dudley brew. Plc				0.00		0.00		0.00		0.00		0.00		15.00		15.00		-15.00		-15.00		39.00		41.00		0.00
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				Retail Distribution of Clothing, Footware		12/31/85		12/31/86		12/31/87		12/31/88		12/31/89		12/31/90		12/31/91		12/31/92		12/31/93		12/31/94		12/31/95		12/31/96		12/31/97		mean		median		min		max

				and Leather Goods & Fabrics and Textiles

		1		ALEXON GROUP PLC				1.30		1.78		12.20		29.19		11.46		-4.65		-8.18		-13.91		-13.58		-3.41		-3.05		4.85		0.57		0.00		-354.50		308.90

		2		ARCADIA GROUP PLC				26.50		104.90		-4.90		-4.10		100.30		-141.00		63.70		20.20		4.70		-27.30		-80.60		-9.10

		3		AUSTIN REED GROUP PLC				-4.26		0.31		2.59		0.86		1.52		3.38		-6.75		-2.50		-3.50		-0.50		-0.50		0.00		3.69		0.00		-504.00		951.70

		4		BLACKS LEISURE GROUP PLC				0.84		-1.05		0.13		-0.12		1.00		0.77		0.23		-0.02		-0.31		-0.37		-0.84		1.68

		5		CADORO PLC				0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00

		6		CHURCH & CO PLC				-0.07		-0.28		-0.18		0.13		0.05		0.12		0.14		-0.18		0.14		-0.09		-0.15		-0.03

		7		CLARK, C & J LTD				-4.60		-4.60		-5.50		9.40		-28.00		58.80		-59.60		28.90		-0.10		6.40		-8.90		3.50

		8		COATS VIYELLA PLC				1.60		0.20		3.20		114.60		-40.50		162.10		-96.10		81.30		-26.00		30.40		-28.30		-52.10

		9		COURTS PLC				3.20		0.00		-1.60		-5.50		23.40		-0.70		2.40		9.80		-8.90		3.60		18.70		26.10

		10		DAKS SIMPSON GROUP PLC				0.61		-0.28		-0.57		-0.14		-0.14		0.11		-0.22		-1.03		-0.49		-0.20

		11		FRENCH CONNECTION GROUP PLC				-0.46		0.96		-0.48		1.10		-1.49		0.89		-0.42		1.49		-0.01		-1.06		-2.47		-0.02

		12		GRAMPIAN HOLDINGS PLC				-0.90		0.80		-1.20		1.00		0.10		0.00		4.20		8.70		-2.30		2.80		7.20		17.20

		13		GREAT UNIVERSAL STORES PLC, THE				0.10		-3.20		10.20		-2.90		10.50		-7.20		-6.90		-13.70		-6.20		-0.50		0.50		-0.69

		14		HARVEYS FURNISHING PLC				-0.50		0.09		-0.09		0.00		0.00		0.00		0.00		0.00		1.93		0.93		-0.60		-3.25

		15		HI TEC SPORTS PLC				-0.01		-0.02		0.11		-0.11		-0.02		-0.06		3.05		0.41		-0.27		-2.60		-0.12		-0.35

		16		HOLLAS GROUP PLC, THE				-0.04		-0.24		0.34		-0.13		1.37		0.84		-0.52		-1.16		0.80		-1.72		-0.09		0.00

		17		JACQUES VERT PLC				-59.00		-21.00		18.00		32.40		-10.00		-12.00		-28.40		0.00		0.00		0.00		0.00		0.00

		18		LEWIS TRUST GROUP LTD				-1.20		8.70		0.50		13.60		-0.20		-1.50		-1.70		-4.30		136.50		1.00		-18.00		-21.13

		19		LITTLEWOODS ORGANISATION PLC				20.20		20.70		62.70		2.50		-94.60		-28.40		0.20		-4.70		-2.60		-0.40		-0.10		-0.10

		20		MACKAYS STORES, HOLDINGS PLC				0.56		4.38		-1.58		-1.50		2.53		-0.78		-0.44		-4.88		0.00		0.00		0.00		0.00

		21		MOSS BROS GROUP PLC				-0.09		-0.01		-0.48		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00

		22		NEXT PLC				0.00		8.50		147.00		0.90		-6.90		-60.60		-89.90		1.00		-0.50		-0.50		0.00		0.00

		23		OLIVER GROUP PLC, THE				0.65		1.40		-3.25		3.76		-2.39		-1.14		0.26		-0.09		-0.01		4.91		0.62		-5.20

		24		QS HOLDINGS PLC				0.02		-0.07		0.05		-0.30		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00

		25		RETAIL CORPORATION PLC, THE				-1.40		-0.40		-0.50		-1.70		-5.20		0.00		-0.20		-2.40		-1.20		-0.20

		26		SEARS PLC				57.90		16.80		51.50		308.90		-354.50		26.20		62.60		-169.30		-1.90		-102.80		-1.10		20.30

		27		STOREDALE PLC				-0.00		0.00		0.01		0.51		0.02		0.47		1.19		-0.46		0.10		-1.84		0.01		-0.01

		28		STOREHOUSE PLC				0.00		65.10		4.60		-8.50		-0.60		-40.60		-40.20		-17.30		-0.10		0.00		0.00		26.60

		29		STYLO PLC				2.50		3.60		5.90		-1.80		24.90		-6.50		0.00		0.40		-0.20		4.80		1.00		6.00

		30		TIE RACK PLC				-0.01		0.10		-0.08		-0.12		0.08		0.04		-0.05		-0.01		0.00		-0.01		-0.07		0.00

		31		TIME PRODUCTS PLC				-4.52		-5.51		-1.66		-0.08		-0.04		-0.02		1.54		-0.61		-0.34		-0.33		-0.33		0.00

		1		ALLIED DOMECQ PLC				-114.60		951.70		-240.40		-104.00		775.00		-158.00		68.00		-54.00		226.00		-498.00		-255.00		-25.00		11.10		0.00		-498.00		951.70

		2		ASDA GROUP PLC				-2.99		221.80		-15.60		131.30		214.40		14.60		-136.00		-25.10		-16.10		-64.30		186.70		-40.50

		3		ASSOCIATED BRITISH FOODS PLC				-6.30		-8.00		-3.70		-2.00		-0.20		151.50		-1.80		27.00		-28.00		1.00		4.00		-6.00

		4		BANKS, SIDNEY C PLC				-0.10		-0.10		-0.05		0.00		0.00		0.46		0.12		0.24		-0.44		-0.08		0.09		-0.10

		5		BUDGENS PLC				1.30		-1.20		-1.10		-0.30		4.80		0.40		4.50		-0.60		29.00		-0.50		-5.70		4.90

		6		CADBURY SCHWEPPES PLC				-9.80		-72.70		11.80		256.70		26.50		134.10		-80.00		-75.60		17.60		460.00		-67.00		-124.00

		7		CAPPER & CO LTD				0.19		-0.30		0.01		0.85		0.81		-0.14		0.29		0.33		0.20		1.33		-0.02		0.02

		8		CONTINENTAL FOODS PLC				0.00		-0.00		0.46		-0.33		-0.13		0.04		-0.03		0.01		0.02		2.93

		9		CULLENS HOLDINGS PLC				0.00		14.80		5.20		-9.60		-5.80		-4.60		0.00		2.55		-0.35		0.97		0.53		-1.29

		10		FITZWILTON PLC				0.00		0.40		0.20		17.10		14.50		3.10		9.90		-35.60		73.50		6.40		15.50		-12.47

		11		GREGGS PLC				0.30		-0.10		-0.10		-0.20		-0.20		0.50		0.00		0.10		-0.10		0.00		7.10		-1.80

		12		HALL, JAMES & CO, HOLDINGS LTD				0.00		0.00		0.00		0.00		0.00		0.14		0.34		0.01		-0.07		2.61		-1.93		0.16

		13		ICELAND GROUP PLC				4.70		0.90		1.50		50.70		-0.70		3.90		3.90		-58.30		42.20		-10.20		-7.70		198.60

		14		JACKSON, WILLIAM & SON PLC				-0.47		-0.40		-0.40		-0.50		-0.20		-0.20		-0.10		1.21		-0.90		-0.16		-0.16		0.42

		15		JLI GROUP PLC				-0.15		0.04		-0.18		-0.34		5.41		0.60		0.27		-1.77		1.66		5.44		-6.02		2.45

		16		KWIK SAVE GROUP PLC				0.00		0.00		0.00		0.00		0.10		0.00		0.00		0.10		-0.10		-0.10		0.00		9.20

		17		MAUNDER, LLOYD LTD				3.15		-0.88		-0.75		-1.07		-0.42		-0.03		2.05		-0.24		-0.08		0.14		-0.06		-0.00

		18		MERCHANT RETAIL GROUP PLC				0.74		-0.50		0.85		3.84		2.50		-0.49		-1.29		-0.73		-6.26		-0.14		-0.23		0.02

		19		MORRISON, WM SUPERMARKETS PLC				0.00		0.32		-0.13		-0.14		-0.03		59.98		0.95		-0.70		-0.21		-60.25		75.00		0.00

		20		SAFEWAY PLC				-6.30		66.20		-64.60		13.40		36.00		93.10		-49.80		212.00		-7.00		-57.20		39.20		212.80

		21		SAINSBURY, J PLC				59.70		62.50		76.80		156.80		205.40		-48.30		44.20		134.10		-102.60		57.00		-42.00		120.00

		22		SHOPRITE GROUP PLC				-0.02		-0.02		1.71		3.94		1.25		1.94		4.10		5.57		-18.47		0.44		6.09		-1.81

		23		T&S STORES PLC				0.00		0.00		0.00		1.00		-1.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00

		24		TESCO PLC				-10.40		59.20		116.50		56.10		34.60		35.90		284.70		-8.50		212.30		36.00		-318.00		18.00

		25		THORNTONS PLC				-0.11		0.38		-0.43		-0.26		10.06		0.55		2.50		-11.24		3.97		-0.82		-5.02		0.00

		26		UNIGATE PLC				-45.40		-28.10		6.90		-55.60		5.10		16.80		-0.90		-14.70		84.70		47.40		-68.60		-3.70

		27		WARBURTONS LTD				-0.94		-0.65		1.05		-0.36		4.01		-1.00		-0.99		-1.94		-0.77		-1.43		-0.13		1.00

		28		WATERFORD FOODS, UK LTD				-0.42		-0.21		0.44		-0.95		-0.21		12.08		15.03		11.26		-12.52		4.59		1.11		-2.27

		29		WATSON & PHILIP PLC				0.20		-0.10		0.20		0.00		0.30		0.50		-0.20		10.50		8.30		0.10		-6.80		17.50

		1		ASPREY PLC				0.00		0.00		0.00		0.00		0.00		0.00		0.00		23.00		7.40		-5.00						-0.46		0.00		-504.00		339.30

		2		BEDFORD, WILLIAM PLC				0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00

		3		BERISFORD PLC				98.90		-21.50		21.30		-43.10		-72.40		-156.60		-0.20		-0.60		-0.20		339.30		-0.60		-99.10

		4		BETTERWARE PLC				0.02		0.01		0.03		-0.62		0.49		0.13		0.52		1.21		-1.82		-0.28		-0.17		-0.13

		5		DELANEY GROUP PLC				-0.00		-0.15		-0.51		0.99		-0.01		-1.01		0.22		0.49		-0.55		0.54		-0.37

		6		DIXONS GROUP PLC				-18.80		125.50		-54.80		90.00		0.50		6.80		88.00		-33.00		-7.20		-0.90		99.30		-115.30

		7		ERA GROUP PLC				0.43		0.39		-0.16		-0.13		-0.04		4.90		-1.47		-0.00		-2.01		-2.02		-0.00		0.00

		8		ESSEX FURNITURE PLC				0.00		-0.00		-0.00		-0.01		0.00		0.00		0.00		0.00		0.00		0.02		0.02		0.30

		9		GRAFTON GROUP PLC				-0.40		-0.70		0.10		2.10		3.70		0.10		4.20		-1.10		0.20		2.80		4.20		16.50

		10		HAMPDEN GROUP PLC				0.97		-0.97		0.09		1.90		0.31		-0.34		1.17		-1.97		-0.53		-0.58		1.41		-0.56

		11		INNOVATIONS GROUP PLC				0.16		0.04		-0.51		0.07		-0.69		0.01		-0.02		-0.05		0.85		-0.93		0.28		0.04

		12		KINGFISHER PLC				49.30		4.90		39.60		35.90		-20.90		-26.60		-41.70		-100.70		252.60		-38.60		117.10		-269.10

		13		KINGSBURY GROUP PLC				-0.19		0.68		-0.30		-0.70		-0.42		-0.05		-0.17		-0.07		0.00		0.00		0.00		0.00

		14		LIONHEART PLC				0.51		-0.06		0.27		-0.74		-0.08		2.08		-1.85		0.19		0.03		0.92		-1.36		1.53

		15		MALLETT PLC				3.07		-4.17		0.12		-0.02		-0.02		-0.02		-0.02		0.19		-0.02		-0.05		-0.06		-0.03

		16		MFI FURNITURE GROUP PLC				4.64		3.32		-16.23		3.90		27.60		-2.00		-504.00		58.10		-30.60		-30.50		-0.30		-0.40

		17		PANASONIC UK LTD				0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		3.00		-0.70		-0.20

		18		PORTMEIRION POTTERIES, HOLDI PLC				0.03		0.17		-0.26		-0.12		0.31		0.20		0.61		-0.43		-0.80		-0.04		0.00		0.00

		19		ROYAL MINT TRADING FUND				-0.06		0.28		-0.20		-0.20		-0.10		0.00		0.00		0.00		0.00		0.00		0.00		0.00

		20		STAVERT ZIGOMALA PLC				0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00

		21		TRAVIS PERKINS PLC				-1.30		0.00		0.00		0.00		0.70		0.00		-0.60		-0.10		12.50		-10.00		-2.50		0.20

		22		TUDOR PLC				-0.14		0.07		-0.06		-0.09		0.24		0.33		-0.08		-0.24		-0.03		-0.13		-0.09		-0.22

		23		WATERFORD WEDGWOOD PLC				-4.10		54.00		17.70		-18.50		-34.20		27.70		1.60		3.80		-4.70		-14.70		-4.00		61.50

		24		WICKES PLC				-2.76		4.15		102.90		18.00		-5.40		-44.70		-36.90		-62.60		-6.20		-2.90		-0.90		-6.30

		25		WILKINSON HARDWARE STORES LTD				-0.07		-0.07		0.26		-0.07		-0.07		-0.07		-0.47		0.00		0.00		0.00		0.00		0.00

		26		WORLD OF LEATHER PLC				-0.00		0.00		0.00		3.28		0.22		-0.40		-0.25		-0.20		-0.29		-0.39		0.08

		1		ARNOTTS PLC				0.00		0.00		-0.10		0.00		-0.20		0.00		0.00		0.10		0.80		0.30		-0.40		7.30		2.06		0.00		-201.50		364.60

		2		BEATTIE, JAMES PLC				-0.01		-0.02		-0.02		-0.01		-0.01		-0.20		0.00		0.00		0.00		0.00		0.00		0.00

		3		BENTALLS PLC				-0.03		0.28		-0.13		-0.03		-0.06		18.67		4.31		2.97		-0.05		-0.15		-5.12		-15.52

		4		BERRY BROS & RUDD LTD				0.00		0.00		0.00		0.00		0.00		0.00		0.08		-0.05		-0.03		0.00		0.00		0.00

		5		BROWN & JACKSON PLC				0.00		0.10		0.20		33.50		-20.70		-0.10		-2.90		-2.20		5.40		-9.10		0.00		-0.20

		6		BROWN, N GROUP PLC				-0.50		1.50		1.00		27.00		3.00		13.00		-18.00		-3.00		3.50		2.50		-5.60		4.60

		7		DEBENHAMS RETAIL PLC				-29.00		-0.70		-1.20		-1.50		-1.30		-5.50		2.30		364.60		-77.70		-201.50		7.20		-4.30

		8		ELYS, WIMBLEDON PLC				-0.00		0.00		0.00		0.00		-0.24		0.00		0.00		0.00		0.00		-0.20		0.00

		9		EMPIRE STORES GROUP PLC				-0.20		-0.10		0.70		-0.20		-0.60		-0.20		-0.10		-0.40		0.00		0.00		0.00		0.00

		10		FENWICK LTD				0.00		0.00		0.00		0.00		0.00		-0.10		0.00		0.00		-0.60		0.00		0.00		0.00

		11		FINE ART DEVELOPMENTS PLC				-1.80		1.80		0.00		12.60		7.20		19.60		-2.80		-4.00		10.70		6.50		9.90		-11.90

		12		FORMINSTER PLC				0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00

		13		FORTNUM & MASON PLC				0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00

		14		JARROLD & SONS LTD				0.00		0.00		-0.01		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00

		15		JENNERS, PRINCES STREET, EDINB LTD				0.00		0.00		0.00		0.00		0.00		0.00		-0.24		0.00		-0.05		0.00

		16		LIBERTY PLC				-0.26		0.49		-0.52		-1.13		-0.05		0.31		-0.09		-0.24		-0.27		0.14		-0.06		-0.12

		17		MARKS & SPENCER PLC				-3.20		0.20		114.30		181.50		221.60		-14.90		-150.00		40.10		129.20		-41.80		-81.50		-20.70

		18		NATIONAL MAGAZINE CO LTD, THE				0.00		0.00		0.13		-0.03		-0.04		0.27		0.03		0.21		-0.16		-0.12		-0.03		-0.24

		19		READERS DIGEST ASSOCIATION LTD				0.00		0.00		0.00		0.00		0.00		2.58		37.42		0.00		0.00		0.00		-40.00		0.00

		20		UPTON & SOUTHERN HOLDINGS PLC				-0.05		-0.30		-0.05		-0.04		-0.15		2.55		1.20		-2.23		-0.16		-0.01		0.94		-0.01

		21		WEW GROUP PLC				-8.00		0.00		0.02		0.78		26.54		-22.99		-3.54		-0.10		-0.07		-0.63		1.11

		1		AAH PLC				0.00		0.00		1.60		1.90		1.70		-1.60		-2.20		3.60		9.10		-0.80						4.86		0.00		-116.00		291.90

		2		BOOTS COMPANY PLC, THE				-1.40		-0.40		-0.20		12.50		291.90		-5.40		-82.60		147.40		-102.20		-43.70		-116.00		128.30

		3		BRISTOL UNITED PRESS PLC				0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00

		4		CLAVERLEY CO				0.00		0.00		0.00		0.00		3.00		4.00		0.50		0.00		-1.40		-0.90		-1.00		-1.10

		5		EASTE. COUNT. NEWSP. GROUP LTD				0.72		-3.15		-0.02		-0.01		-0.02		-0.01		-0.02		-0.03		-0.00		0.00		-0.01		0.01

		6		EVERARDS BREWERY LTD				0.00		0.00		0.00		0.00		0.00		0.00		0.00		7.00		0.00		0.00		0.00

		7		GALLAHER LTD				7.10		-10.10		-14.30		5.00		11.50		-15.70		-0.30		22.50		-22.80		-0.20		0.00		0.00

		8		GREENALLS GROUP PLC, THE				-5.40		20.30		-1.80		49.50		-10.30		23.30		31.70		191.20		21.60		-14.50		206.60		-7.80

		9		GREENE KING PLC				0.20		1.80		-0.10		8.30		4.80		9.60		0.00		29.40		23.30		-25.20		-0.20		126.10

		10		HALL & WOODHOUSE LTD				-0.05		1.51		-0.48		-0.11		-0.88		-0.09		-0.10		2.89		3.88		-1.01		-1.16		-0.82

		11		HARRIS, PHILIP PLC				0.09		0.73		-0.04		-0.10		0.62		-0.33		-1.02		0.77		0.45		-0.70		3.18		-0.80

		12		HOLT, JOSEPH PLC				0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00

		13		LLOYDS CHEMISTS PLC				0.00		0.30		-0.60		4.80		9.90		-0.10		24.70		-0.10		27.50		-0.20		18.60		-22.13

		14		MANSFIELD BREWERY PLC				41.70		-2.20		-19.80		0.50		0.00		0.50		19.70		22.30		-22.30		33.70		7.10		4.10

		15		MCMULLEN & SONS, LTD				0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00		0.00

		16		PORTSM & SUNDERLAND NEWSPA				-0.60		-3.62		-0.18		-0.60		0.11		1.25		7.38		-1.04		-1.29		-0.49		-0.71		2.64

		17		SEAGRAM HOLDINGS LTD				-11.80		-41.00		-1.90		53.30		-47.30		-4.10		-1.90		0.00		0.00		0.00		0.00		0.00

		18		SMITH, W H GROUP PLC				44.40		25.90		40.80		-8.90		61.30		5.70		-93.80		-28.60		25.10		94.70		-45.20		-57.00

		19		UNWINS WINE GROUP LTD, THE				-0.01		-0.02		0.13		1.27		0.16		-0.27		-0.32		0.23		-0.10		-0.13		0.88		-0.12

		1		Arcadian international Plc				-1.80		0.70		-0.90		0.00		0.00		0.30		-0.20		4.60		8.50		2.80		6.00

		2		Arena Leisure Plc				-0.09		-0.45		-0.01		-0.04		-0.01		0.02		-0.04		-0.01		0.00		0.00		0.00		0.00

		3		Bass Plc				7.80		42.40		342.30		135.00		800.00		-187.00		38.00		-155.00		-20.00		-22.00		4.00		-84.00

		4		Bett brothers Plc				1.19		-2.73		-0.48		-0.14		-0.06		5.37		2.39		0.01		-0.15		-0.16		-0.10		-8.28

		5		Cathay international holdings Plc				0.90		0.30		-0.10		3.30		5.40		0.30		2.00		-2.70		-9.20		-0.10		15.20		-15.00

		6		Cp holdings Ltd				0.00		-0.10		0.10		0.90		-0.30		3.40		1.70		-2.20		7.20		-1.50		16.30		0.00

		7		Diageo Plc				662.00		-206.00		-35.00		11.00		236.00		615.00		55.00		-182.00		-253.00		-337.00		-154.00		2367.00

		8		Eldrige, Pope & Co Plc				-0.20		0.10		0.00		9.00		3.90		-1.00		-6.60		3.00		0.50		1.40		1.50		7.70

		9		Forte Plc				198.70		-70.20		307.00		-5.00		-5.00		40.00		234.00		-150.00		658.00		95.00

		10		Fuller, smith & turner Plc				1.10		0.00		-0.20		5.40		0.00		0.00		0.40		-0.10		-0.10		-0.10		-0.10		0.00

		11		Jurys hotel group Plc				-1.10		-0.80		1.20		2.20		2.20		4.50		-0.20		-0.70		4.40		2.30		-2.10		1.00

		12		Ladbroke group Plc				180.20		127.50		115.60		747.60		77.60		-165.70		-9.90		-26.30		-37.70		-299.60		-280.00		-296.30

		13		Regal hotel group Plc				0.00		0.00		0.90		0.10		0.00		-1.00		0.00		1.50		3.30		8.70		65.70		51.06

		14		Ryan hotels Plc				1.41		0.83		0.17		2.11		7.35		2.99		3.13		3.12		-0.13		0.99		-1.17		-2.48

		15		Savoy hotel Plc,				0.40		-0.10		0.00		0.00		3.30		0.10		0.00		-1.20		-0.10		-0.80		-0.10		-0.44

		16		Stakis Plc				2.20		-4.30		16.70		25.20		48.40		-104.80		-0.30		133.10		-34.20		10.70		47.30		130.20

		17		Stockbourne Plc				0.00		0.00		0.44		0.74		0.65		0.15		0.23		0.12		-1.73		-0.59		0.00		0.01

		18		Thwaites, daniel Plc				-0.80		-3.90		7.50		-1.00		8.40		8.60		1.30		9.70		3.70		8.00		0.70		1.30

		19		Weir Andrew & Co Plc				-1.90		-5.00		-9.90		-0.40		0.00		4.60		-0.70		-1.00		6.70		22.60		13.30		19.70

		20		Whitbread Plc				25.00		25.80		73.30		105.70		-256.80		129.90		99.00		-157.70		15.60		-9.80		191.70		264.40

		21		Wolverhampton & dudley brew. Plc				0.00		0.00		0.00		0.00		0.00		15.00		15.00		-15.00		-15.00		39.00		41.00		0.00
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		Long Term Gearing  - 12 Years Average as a Target														Total Gearing  - 12 Years  Average as a Target

				Coeffici		T-stat		R - Sq		Adj R - Sq		D - W						Coeffici		T-stat		R - Sq		Adj R - Sq		D - W

		Clothing		0.51		21.50		0.55		0.51		2.17				Clothing		0.52		16.33		0.47		0.42		2.01

		Food		0.52		11.60		0.30		0.24		1.87				Food		0.49		10.65		0.28		0.21		1.91

		Hardware		0.35		8.44		0.22		0.16		2.16				Hardware		0.39		10.21		0.30		0.24		2.03

		Mixed		0.43		9.93		0.33		0.27		2.07				Mixed		0.55		14.28		0.50		0.45		1.92

		News / Chemists		0.47		9.21		0.29		0.23		1.91				News / Chemists		0.57		11.53		0.39		0.34		1.85

		Retail Industry		0.48		19.02		0.30		0.26		2.21				Retail Industry		0.50		29.90		0.32		0.37		1.00

		Hotel Industry		0.46		8.33		0.24		0.17		2.15				Hotel Industry		0.48		8.69		0.25		0.18		1.97

		Long Term Gearing  - Sample Average as a Target														Total Gearing  - Sample Average as a Target

				Coeffici		T-stat		R - Sq		Adj R - Sq		D - W						Coeffici		T-stat		R - Sq		Adj R - Sq		D - W

		Clothing		0.54		22.28		0.62		0.59		1.83				Clothing		0.53		16.65		0.48		0.43		1.97

		Food		0.52		11.09		0.24		0.17		1.71				Food		0.42		9.23		0.26		0.23		2.26

		Hardware		0.28		7.35		0.19		0.12		2.21				Hardware		0.39		10.21		0.30		0.23		2.03

		Mixed		0.34		8.33		0.25		0.18		2.02				Mixed		0.55		14.28		0.50		0.45		1.95

		News / Chemists		0.31		6.80		0.13		0.06		1.82				News / Chemists		0.33		7.62		0.19		0.12		1.79

		Retail Industry		0.42		28.44		0.33		0.27		1.85				Retail Industry		0.34		21.60		0.29		0.23		2.11

		Hotel Industry		0.47		8.32		0.24		0.17		2.15				Hotel Industry		0.48		8.69		0.25		0.18		2.07

		Long Term Gearing  - 5 Years Average as a Target														Total  Gearing  - 5 Years Moving Average as a Target

				Coeffici		T-stat		R - Sq		Adj R - Sq		D - W						Coeffici		T-stat		R - Sq		Adj R - Sq		D - W

		Clothing		0.67		22.68		0.74		0.71		1.90				Clothing		0.55		14.27		0.44		0.43		1.86

		Food		0.55		13.31		0.49		0.42		1.87				Food		0.62		13.31		0.49		0.42		2.05

		Hardware		0.45		10.15		0.42		0.34		2.18				Hardware		0.44		12.40		0.60		0.54		2.26

		Mixed		0.65		12.38		0.63		0.58		2.05				Mixed		0.74		17.19		0.73		0.69		1.99

		News / Chemists		0.58		10.27		0.47		0.40		1.92				News / Chemists		0.60		13.55		0.62		0.57		2.03

		Retail Industry		0.60		37.88		0.60		0.54		1.97				Retail Industry		0.61		31.59		0.59		0.53		2.01

		Hotel Industry		0.45		8.58		0.40		0.32		2.06				Hotel Industry		0.45		7.97		0.36		0.27		2.20

		Long Term Gearing  - 3 Years  Average as a Target														Total  Gearing  - 3 Years Average as a Target

				Coeffici		T-stat		R - Sq		Adj R - Sq		D - W						Coeffici		T-stat		R - Sq		Adj R - Sq		D - W

		Clothing		0.78		35.57		0.83		0.81		2.29				Clothing		0.75		28.32		0.50		0.46		2.32

		Food		0.73		21.97		0.65		0.61		2.16				Food		0.68		19.22		0.59		0.54		2.25

		Hardware		0.69		19.76		0.64		0.61		2.39				Hardware		0.67		21.77		0.71		0.68		2.39

		Mixed		0.75		18.47		0.71		0.67		2.33				Mixed		0.80		25.16		0.80		0.80		2.26

		News / Chemists		0.69		16.70		0.61		0.57		2.24				News / Chemists		0.74		19.75		0.69		0.66		2.07

		Retail Industry		0.73		56.24		0.74		0.71		2.27				Retail Industry		0.73		52.18		0.64		0.60		2.26

		Hotel Industry		0.68		17.44		0.64		0.59		2.49				Hotel Industry		0.70		17.13		0.62		0.58		2.43

		Fixed Effect + cross section				GLS + Cross Section Wheights)

		b

				13 years		Sample		3 yr prior		5 yr prior		3 Yr futur		5 yr futur

		Retail b LTG		0.48		0.42		0.73		0.60		0.74		0.82

		Retail b TG		0.50		0.34		0.73		0.61		0.75		0.84

		Hotel b LTG		0.46		0.47		0.68		0.45		0.69		0.77

		Hotel b TG		0.48		0.48		0.70		0.45		0.70		0.74

		R

				13 years		Sample		3 years		5 years		3 Yr futur		5 yr futur

		Retail R Sq LTG		0.30		0.33		0.74		0.60		0.73		0.64

		Retail R Sq TG		0.32		0.29		0.64		0.59		0.73		0.65

		Hotel R Sq LTG		0.24		0.24		0.64		0.40		0.64		0.52

		Hotel R Sq TG		0.25		0.25		0.62		0.36		0.62		0.49
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The regression coefficient for LTG & TG - 13 years average, Sample average, 3 years average and 5 years average
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