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19)

(A)
(pwk,

B
weok (@
semt’ <(C)

shorgy (1
stvong ((E)

Determine which of the following statements is most similar to the semi-strong
version of the efficient markets hypothesis.

It should not be possible to consistently profit by selling winners and hanging on

to losers. A,Ls‘Posi’\'fOf\ effect (doeon't

worle)

It should not be possible to consistently profit by trading on information in past
prices.

It should not be possible to consistently profit by trading on any public
information, such as that found on the Internet or in the financial press.

It should not be possible to consistently profit by trading on private information,
such as that obtained from a thorough analysis of the company and 1ts industry.

It should not be possible to consistently profit by trading on inside information.
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24)

The following four observations were made about prices and/or returns:

L The annualized market return on perfectly sunny days in New York City is

much higher than on perfectly cloudy days. Cgqypeck , but not O.PP\J-CA.ble .

@ A company’s stock price dropped sharply on the day it issued a warning

that upcoming earnings would likely be lower than previously expected.

A company’s stock price increased sharply on the day it was annou
that they were a strong candidate to soon be taken over by a stronger

company. Pblic Tnfe = %EW'S“WW%

IV.  Trader S consistently earned positive abnormal returns when using a
momentum strategy that relied upon investing in stocks that had
outperformed the S&P 500 index the previous year.

Ac'hw.llﬂ,cow\fuvj o o weo.le,-.(}orm EMH.

@ Rlolic Tl =9 ‘.'>e.mi'3'lmm§.d
(o

Determine which.twe.of the fourtrends.described above are.consistent with the efficient
markets hypothesis (EMH):

(A)
(B)
(©)
(D)
(E)

Iand 1T
Iand 1T
IT and III
IT and IV

I and IV
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21)  Determine which version of the efficient markets hypotheses is contradicted by a
momentum strategy whereby investors can use past stock returns to form a
portfolio with positive alpha.

(A)  Weak form only

(B)  Weak form and semi-strong form only

(C)  Weak form, semi-strong form, and strong form
(D)  Strong form only

(E) It does not contradict any of the three forms of the efficient markets hypothesis.
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Mullifaclor Models .

Y

Even T.C 'H:.o. ma.rleet tﬁ;(,(o » not ¢GR'ciehi Pk dees nst
meon tHhiad an efficiewt Porq%uo doen no{ exist

remencoer tie "Izmﬂeur Por‘kFJ.b).
IF ow eficuient ?ov'l'.?o\;o eusts ; “tlhan

| E(Rs )"0 = g+ P (ELRegI- ) \

e ciewt Vo dhoudd loe  (ell - duivergified.
hote &"3 ..ecq{cm“she, e Q:t%qwza portfelio from @ colection i
well- divergiied portfelios .

1¥ Assuve Hhet we have N Pod%\,{os g,om whick we can
" .LA\\ o\ S .w f .Q,
We call tham {-ador PZ? 0s and denda them (oa F4,F2,.. FN.

2 How do we E(Rs] in lemms Res Rez . Ry 2
e R RTINS B I s ey g

for_two fadors:
E[Rs]= g+ [ (ELRAT -5 + (b7 (ElRe]-15)




