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4) You are given the following information about a portfolio consisting of stocks X,

Y, and Z:
Stock | Investment | Expected Return
X 10,000 8% v
Y 15,000 12% V|
Z 25,000 16% J
7 = 50,000

Calculate the expected return of the portfolio.

10,000 _
(A)  10.8% . 80, a0 0.2
B)  11.4% 4S,000
©)  12.0% 5::°°°
D)  126% Uy = gz:; 0.5
=) answer:*
0.2:0.08 +0.3°0.12 +0.5:0.16 = 0.\132
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3) You are given the following information about the annual returns of two stocks, X
and Y:
C fi
] % J
1) The expected returns of X and Y are X{ =10% and X,( =13%.
oy &
ii) The volatilities of the returns are K =18% and % =20%.

1ii) The correlation coefficient of the returns for these two stocks is 0.25. -‘-'gx \
l
1v) The expected return for a certain portfolio, consisting only of stocks X and
Y, is 12%. '
Wy weight o shode X vedmank
We.. weighd ef stede X wvedwark

Calculate the volatility of the portfolio return.

¢y
A)  10.88% E[EP] * My ¢ LR « e E{-Q‘fl
B)  12.56% = Wy 0.40 +(4—w&3-0,1\5 = 0L
©  13.55%
(D) 14.96% et (0‘40-0‘45) * 0.42-0.45)
” s 2ty o
E)  1691% Wy = — 0.6 =y W =0k

Nox [Re] = (0.6)™ 1048)" 4+ 2. 0.6-0.4 -0.25-0 48 - 0.2

x (0w (0.2)*
2. 2 0.022>3

=D E‘p = 0.4486 \ -
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2)

You are given the following information about a portfolio with four assets.

Asset Market Value CoYariance of ass_et’s return
of Asset with the portfolio return
I 40,000 0.15
II 20,000 -0.10
I 10,000 0.20
v 30,000 -0.05
S 100,000 |

Calculate the standard deviation of the portfolio return. G-P o ?

A
®)
©
(D)
E)

4.50%
13.2%
20.0%
21.2%

44.7%

=> % S04 Xg =02 AL =0\ Xy =03
N

Nor [Rel= 2 2t Covlee,Re]
I

= 0.4 +0.1S +0.2 :{~6.10) % qifg.2) + 0.3(-0.05)
20.045

= G‘P=\‘50\0“\5 R0.22. = O
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