11)  You are given the following information about a portfolio that has two equally-
weighted stocks, P and Q.

(1) The economy over the next year could be good or bad with equal
probability.

(i1) The returns of the stocks can vary as shown in the table below:

Return when economy | Return when economy
Stock . .
is good is bad
P 10% —2%
18% —5%

Calculate the volatility of the portfolio return.

(A)  1.80%
(B)  6.90%
C)  7.66%
(D)  8.75%

(E)  13.42%

IFM-02-18 22



9) You are given the following information about an equally-weighted portfolio of n
stocks:

(1) For each individual stock in the portfolio, the variance is 0.20.

(11) For each pair of distinct stocks in the portfolio, the covariance is 0.10.

Determine which graph displays the variance of the portfolio as a function of n.

—
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=

(A)

(E)
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6) You are given the following information about the four distinct portfolios:

Portfolio Expected Return Volatility
P 3% 10%
Q 5% 10%
R 5% 15%
S 7% 20%

Determine which two of the four given portfolios are NOT efficient.

(A) PandQ
(B) PandR
(C) PandS

(D) QandR
(E) QandS
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