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The Use of Logistic Regression in studying the Factors
Influencing the Performance of Stocks
(An Empirical Study on the Kuwait Stock Exchange)
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Abstract: This paper explored the usage of Binary Logistic Regression in
determining the most significant financial indicators that affect the
performance of stocks in the Kuwait Stock Exchange. The study pointed to a
number of conclusions among which: The concluded model was entirely
efficient in predicting the performance of stocks; just six financial ratios
were statistically significant to predict the required model, which in turn
were able to classify the performance of the companies stocks’ under study

into (good) or (poor) with 74.2% accuracy level. The order of these ratios
according to their relative importance was as follows: earnings per share,
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debt-equity ratio, price to book value, current ratio, net banking income to
total assets and return on equity.
Keywords: Logistic Regression, Classification of stock performance, Kuwait
Stock Exchange, Financial ratios.
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