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Abstract

This research study attempts to explore whether there is an improvement in the performance of
the each sector listed on Colombo Stock Exchange (CSE) in the periods from 2005 to 2014. To
measure the performance of the CSE some important indicators were used namely: Bank Finance
& Insurance (BFI), Manufacturing (MFG), Trading (TRD), Hotels & Travels (H&T) and
Services (SRV) of the CSE and key market ratios. This study has examined the relationship of
each sector with All Share Price Index (ASPI); however, it is recommended that in future, a
study that examines how the BFI, MFG, TRD, H&T and SRV sectors interlinks with ASPI
should be conducted, which will show how the linkages between these sectors could be
strengthened so as to contribute to the share market development of Sri Lanka.

In this paper simple linear regression model, simple log linear model and simple first
difference of log linear models are analyzed using appropriate statistical analysis such as:
normality of the variables, normality of the error terms, unit root test, auto correlation and serial
correlation test, constant error variance test and stability test. The first difference of log linear
model satisfied all the statistical conditions. Hence, the first difference of log linear model is
more appropriate to fit ASPI and other important related factors individually.

Key Words: Stock Market, Sectors, ASPI, Auto Correlation, Serial Correlation






