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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%
Y 15,000 12%
Z 25,000 16%
2 = 50,000

Calculate the expected return of the portfolio.
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3) You are given the following information about the annual returns of two stocks, X
and Y-

@ The expected returns of X and Y are E[Rx] - 10% End E[Ry] =|15%.

(2} X
i) The volatilities of the returns arg }z= 18%| and J4 = 20%.

1i1) The correlation coefficient of the returns for these two stocks is0.25.

@ The expected return for a certain portfolio, consisting only of stocks X and
Y, is 12%.

Calculate thefvolatilityjof the portfolio return.
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0.42 =y E[Rx] + wy ELR)
E)  1691% (0.15)
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0.4 = Wy (0.40) * W

W
k“\d*
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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
1I 20,000 C-0.10)
11 10,000 0.20
v 30,000 Co.@
5 = 100,000

Calculate the standard deviation of the portfolio return.
—r Ay o\, W ’°’1a"*’m=°‘«; ""’E"o'z
aze % .3(-0.08
~ (D) 450% \or [Rp) 0.4(0.45)* 0.2(~ 0.10) * 0.4(0.2) +0.3(-0.05)

\

(B) 132% = 0.045
(C)  20.0%
Cp = Q 0.045 = 0.342
D). 21.2% ¢ .
(E)  44.7%
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