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RETURN AND RISK
¥ _Tnvesiment Rejurn

9t s dhe addiional \ncome generated by +ne
\nvesiment. gt fs generany expressed “in +he foym OF

‘_’%nmga and Measurtd  on after dax basis. Return
bressed in twe form of bercentoqe i caved pate O

Retum (v) or -Hﬂldin& period Return (neR).
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* IYjeasurement of Inveskfnenf- Rejurn >
e Generany. fouowing. Hvee {ypes of \nvesment vefurns
\J 3 ™ -

arg measuved. v
1. Realized Rate of Return
0. Expected . Rote of ‘Rerurn
3. P\equ:md Rate of &s{ufri

% Realized Kaie of Retun ' Raitep =
4 Fo -tmat veturn which hod already been achiove

or eavned- 84 T ais0 cavied past return Yor hrstorical
Yefurn or ex-host rejuvn and' calulgted ‘°>l- using. ,{-‘ouowm
. ; AS Q
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: Eﬁd'ﬂﬂ Value - Be,qfnn.qq WM y-100
Minh‘[nu\}ulue

tahere,

Eﬂdﬂﬁmlue Ee,qmn'-rbq (lue = Captial Gain -

ﬁHemali.wlg

HPQ = Coptial Gorn &+ Dtvidend X100

: Begenning: value

L = P'-"rmépﬂ yi100_+ Dividend X190

lbe,qinnmq. value : @:gq-mmqq value

- CGP“GI Ga'n Yie!d 3 Dﬁwc’tend ‘{,g\d

= CGlT + DY

X - fb—%al Ré—}urn

Total Return fs -he Yoral ok current {ncome and

Copital Gain Or loss qrem an Invesiment . gy °~s
calcuiered ac qonows - ,

fotal Ru?qq Rfjum: Cuwfn{ :ntnme+ Gapita! Gain (or low)
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—Pereeniage Rejurn |Rate of Refurn = _folal Rupee Relurnt

Beginning value of Lnvesiment
™ o

Roblem 41
So__w

: Ending. “\alue = Rs- 10,000 R,
Inferedt for Six months = Re-300 ;
Viaduritt po_v?ad; 1€ months

G--Income = 300X3 = Rs. Qﬂo

b: CapHal Gatn = Endiog Value- Beginoir 'xmt_ug- %
- = Re Y0,000— Re 9500

: Rs-500
C. qdtal Q{-tum fn Rupee- Intome+ Cabital Goin
= 900+500 "
= Re- 1400 @&
Perceniage Redurn = Gota) Retuvn {0 Rupee -
A0 Regimming: Valie®
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fh\cu’l‘.‘t’hm of P\u ce RE*““"' ani_?E;terHuqe Return.

oy e Tolal Rupee. - Percentage Return

P Po D (C§=R-P Refurn="p4cl = Total Re-Retum)p,
2009 990 20 19 DY) "3 e
203 030 990 gp g 30 2%
0y 950 93p gy 20 - o 13-94 %
2015 280 app Ao 80 " T oz
Q016 '35{:- Q% 2o E10) a0 i 32.14 %

5. Average gae of Return over 4he {;enacl 2012 - 90j¢,

= 15 4 134y v +rgg:|f+&3f+3f1 w7
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C INe would e;pecl- e, same Avexage ok of veturn Bf 21.69y.

n 2013 tf 'au ofuers 4h=nq& )?in']atn Constany.
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Begtnning Value = 150‘311":1-*&1 X200 = Rs. 20,000
(gl.nq-Umlue = 150 shares X 250 = Rs. 3% 500
Dividend Intome (9059 204y) = (104904 25)X 150 shaver = 8a5p

qeta) Raum 10" Rupee = ( Ending \alue- me,qmnmg vatue) T Divdand

sl V1T00~ 30,000) + Jgan0

= D.‘: 15;'45"0




Rate of Return = @iy Rupee Retura.

.  nogthning Value i i
T o
20,000 - i
= 52.5 % : -.
Problem 4.2 _
Soph :
Qiven: '
Real Rade 04 t{aum (kK¥)= 3%

Inflation premium (sp) = S
Risk premium of A (Efa)= 27 : =
Risk premium 0} 8 (Rp): S9% -

. Kisls free Rate of Qeturn (&)= K*+1p

3/ + S/

L/

b. Rﬂqud Rale of Qeturn (R) = Ry +RP

Ry = Ry +ﬂPg S8 +48Y s I8 -

-
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a s i

A $ S
__Inderes) Received: - ; ;
First quavier Reloo WL
Sgtﬁﬂd ::‘ugr-l-e_y’ ' 100 195
Wird quavter 100 -t o BB
Fourn Quarder MG sk oS
Tolar | rrerest Qecmwd "100 R T B SR .~ o
‘ﬁm}mem \fq'iqe s T Ty AGkS 3 0 ARy
End of tue Yeav Fss glﬂo-‘; R T v ?\SLNOO
Bq:l,mmng oftue Yeor 5000 ; ' 4500
Cah@@utn or [oss 1L HQB,. < at )5 12 alall {1gD)
(i Rubee Qeum N2 Bhg . 500
laiding 9eno& Return. R f Bl
- ol Rume ﬂdﬁ*ﬂ 500 - - 2 <00
%ﬂlnntﬂﬂ- ‘IG{ME. 5000 A reethang booate 9 #4500
. o e AL ) = 1A%

. CapMal Gain or loss is ﬂdi— '-lrket,'gf j'o Ibe %ealized 1] we

continue 4o foid each of 4ne bonds beyond ene Year

because' (apal Gatn or losg s Gnl‘;{, Beatized if we

Sell +he 1nvesiment-
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’Mﬁ%owc are o} e.qual 2ok, We t.-ajum{
s ¥io edurn.
FF—:M“ has _higher Hoid: 3. perid &
R T N | .

Problem 5 - ; |
Soph

Gtven:

—\M}\qm M) = jon 5\10*9‘-

©eginning price () = Ks 80
7

End ‘“A" Price (A) - Bs. 21

Q MMYQ HJ(P.I-‘?D)'*"DJ. X N’

[(01-20) +2.] X 100 shane_c :

= Dc ').01‘} I

b: HFR k ﬂ*rnl Rupee Refarn ‘;,W?

E)% nning- value

U
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¢.  Dfvidend Yied: Da -

v_l_ﬂ!l._
_f'o
= 8 100 :
20/
. % Y%
CapHal Gain Yeetd = R-Po,, .o
= —_Po TR
s 21 9.0-,-10(] :
aor . " TR
Roblem U6 _

T A% e . YR
E:Qp‘mninpr Value” Re. 190000  Rs155,000
Cagh Flow (fnome)  Rs: 45000 | ' Re:16,200
End-nﬂ- Value iR 1?,0-000' s - 185,000

a. Calc.mahon n; Huldm Period Qe’mm (HPR)
HPR = (End.n,q. \mlue %%nnsr},qvuiue)+msh{;avu
. Beﬂhnngrmlue s
HPRpgc = (130,000 190,000)—\- 19000,““0 = 0. 25 %%
190,000 R




1__12‘_5’_&1.;__ (185,000~ 155,000) + 16800 %100
155,000

‘s 804149 ¥

b T qwe dwo fnvesimenis are equaryy %tsky , Mr. fhapa should

&Qtummend Investment Xyz “becaute o} hl&ha\“ yejurn.
Peoblem 4.3 '
- gtock % Stock 2"
Dividend Recgived ¢ ¥ _
First quorter = -+ Rs§ - R
Second quaper o - : p,;.g.: % . Rs-6.
fnird_quarier TR Re- 6
Four-';h quuﬁel" fives o £ v ReG
__Todal Dividend (A) _ 9,: m g a4 ge.0Y
"Anvesinent Volue, &0k 0 e e e vihg
RBeginning. b.—!ce 0y et REO80 . -Re 030
Fﬁ‘:\mg. Dﬂccz. NS 'Rs 240. + Rs. 300
(‘ﬂb‘{{ﬂl G;mn (&) Rs-20 - R3O0
/il R:A\J)ge R{a’mrn [A38) Re3O . Q- Rs.BY
Yercertage Qaum.(H?ﬂJ : |
- Qhia) Rupo Retuvn ¢ B0 23,2 T8y bt
3 ‘b%mm pie . o0 " LS 2o 2%

J‘l\nnum.-zed HPR : _12X92 = 9y /
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Ftret slock bty provide betder annualiees hog i — ¢
?Qﬁﬁd rejuvn. 3 ————
Problem 4.8 . ¥4 e s
Nepa) Bank____tagil Bank Totat ..}
& _ Ry LTD. - |
Beginning value 1000% 200 500 X 00 ¢
> - = Rs-900000 = R¢.350000 Rs-550000
Dividend in201y - . gpox 20
PR 0 R ge 0000 R"JOWG -
Dividend in 90aG - - . = Thu T goox B0 R
B : et g e JRQ00 {R‘s 15000
Ending \Value -~ 1000X130 -  Soox&90
~ Chich ok ! .._Q& 190, 050 & - 1'25 ’«-IUQ'UGO R R’- SSOQUO

). qucmahon of ﬂﬂo Year: Hmdrqq penod Return on. dotal
fnvesiment ossuming 4wiak e dmd_éna mce.w-ed i |
- 20y was mot— ke_?nmﬁed : ; :

fwo- 'feqr H?r\ Endmvn\ue @,gqfnnn;q \fqlqe+ﬁvgmq+bw'sms w100
: Eb%nm na. qu(ue. :

59@ 000 - 5500004—1%004- 13.000 x 100
- 850000 o

s 118%




b. Caltutation of o ~yeay hmc\m‘g. pwgd vofurn. , qssuming-
hav e dividend roceved I D01y .was kefnvested “at 107,

fwo-Year HPR = Ending value - beginﬁ:f)q- value + DVaaw (1+1) +DiVoars 100 -

o Pegirming. Value -
- 580000 550000+ 13000 (1+0:10) + 18000 100
550000 =
= 19% [

* Trdernal Rate of Repuvn (IRRY '~ ¢ 3 emh
e annualized rate of vetavn from an fnvesiment
Wotih more 4+han One. Year of haiding: period , is \ntevoal
Rate ©f Rejuvn. TRR or Yield fs q ~ fteturn thgt veco-
e Concept ©f Mime Value 04 money.. |
dhe fnfernal yoie of vefura {s’ compared-
Qfaingt *We regquived Yyate of kefurn 4o conclude ondne -
berformance Of invesiment. ff IRR fs gregter twan or
“Vogual 40 tne fequired kejurn, tne \avebiment performance
¢ 'Said 4o be <chlisfactory. 5§ IRR fs lower 4van 4he
%eQuived vate o return We do mot gccepr Such
“fovésiment as 1k veduce imveskoent. Weaith.

qzines +n
(=)

T TRR Tor Stogle cash Flow
£V = PV (35 IRR)"
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Pv= Fresont Vilue or Beginning. invesimen}-
FY = Fujure Value or Ending \mtue.
n:= flme period B p ]

Prob)em q-g- ! bl SO 9%
so
Glf?.ﬂ
Preseny value KPv) Rs. 20000
Futuve value (FV) = R 40000
Maturids beriod W)= Years,

Tfﬂemm r{cﬂa q quqm Um@ t;' e

.F\.r: -PV(.!-\-,IRP\')“'- 3 =~

49000'= 20000 (1 +TRR)*

LIRR =TUOEG0TYS S~ 7 .- 5 e v
tF o) 00000 EC -

= 1'4 &1 %

b. %Tnne ‘Hwe. In-}qmm Rate of ﬂce}um .ti.| Y ¥ Ft h:c[ha.'r' |

“+han  {he J:qu %ate of fefurn ﬂ& 19/ "éo

e wwouwld atcebt Hnfs  Offer.
|




__ Problem 400

_ Qven: J

e Preseny Value (pv) = Rs.0500

Fuiure value (FV) = s, OO0

Wotartist pexiod ) = g Years

3 1ndernal”Rate. of gfjum (TRR)=7.

e knoud uat:

FV = pv 130

©000 = 2500 ( L+ :R&)‘g_ |

=0 ey el A SR LA
0500 = (FIRR) = ﬁ
[ Son] = JEIRRL =
_ 1.
o 1RR.= [6000 178 _ 4 -

L 11 BhYR -

b._Sine, e Gniernal Rate of Refarn 31567 fa highar

than e %equived vate of fkurn ol 10, wWe

sﬁ_qutd make the PmPo;edf Investments




Sof R T e
Gtven: , T e
Bogfnning valye (CFo) = Re-H000 e
Dividend tn yeart = Re- 65 '
Dividend & Yearg = Rs-%o

Dividend w years | = Rs: do_

Dividend m Year§y = Rs 65"
Ending. Value ‘ = Rs. 4300

Sep-1:

dtal Retuvn= Capital Qutn+ _ph.dend .
' = (4900~ 1000) +(&§+:‘;0+'-10+Gs)

3 900+ 240
= R 1330
Siep-2: - ' . 1
Average Annual Re-’:um = fodarReturn | 1l%o
- fn 'Rupee. to: o} Years W
s = Rs' 2&2:5-
Y |

Average bemmaqe Raﬂm YT

(Abbmxmg'h_ ?Hum\ 3000 -‘-'.“'1.'1'.%
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pen:
" Colalion of Nl pretent Value (NP
Year Cach fiow PVIFJH.f PV PVIF@ 37 v
: &5 0.9bl5 6250 0.8709 6311
2. 90 0-304b  6Y-7L 0.3ug% 6S- 32
B M. v. 8830  £0.23 ~6- 9151 ©4:06
4 b5+9900=3965 0.85u8  (R08-52 0. 8285 F0%6-80
: Tev = 63973.86 TPY = 3268-35
-~ CFe = 3000 = CFo=z G000 __
NPV = (2.04) HNpv = 268-35
Siep-5:
Inie:rpo[qimn
Low Rate (LR) = 37. 3
Hignh Rate (vR)=Y% . - - i :
NPVig = 264:45 ¢
NPV ye_ = (204)
IRR = LR+ LT x_(HR-R)
A NPVyg - NW&Q
=Dy & 26095 X (Y =22
063:95 +2.04
- %.99°% -
3inwe, e \nfernal Raie &| geturn 3.93% s lower Awian 4he

requived raie of- refurn 4 S, e lnvesimenl- f¢ nol-
vedter. - : _




Pra'ow.m N9 ' ; ______-H
Qiven: e !
Tnittal Taveciment (CFo) = Re: 25,000
Cash fhow 'n Year $(¢f) = 0" _:
Casv flow 0 Year 2 (ggp) =9 g

Casn flow 0 Year 3 ' (cfs) = R;Gﬂﬂﬂ

cash Fiow - Y‘eqfq fCFq‘j Rs- 9,9,000

Step-1:

Diar gupee Re-]um =,Uasmq-:_zs,mo)+sooo

= R,S. 151000

i e

Seb.g L B,

Average vupee Rebein = 16000 -
L= o . ‘

4 HE ;_=.I RS;Q%E';D ;

Step-3:

Approximate average bememaqe Qe’;uvn 3 390,

25,000

= 55'2:

i

~ Sheb-y: ; - o

Caleulation of Npv

Year cashflows — Pvsp@\5% PV jEh.trl-‘eaqsz;c- _m

A 0  0-8686 ) 0:28329 O

- Mokl v} 0.94561 0 0.48%9... 0




3 5000 0-b515 30845  p.uaig 35529

. 35000 _0-5%48 20015 0.6355  22243-13
TPV 293005 Tev 2520203
- CFo 26000 -cfo 25000
NPV /(16838-5) - WMpv  202.03
SAeb-5 | T T
R4 Inierbolation: o '

Vlow gate (L= 19%

__figh Rate (WR)= 5y, (o ° ,
- NPVyp = B09.03 - ol

NPVyg = (1699-5)

IRR = . LR + NPVig % ng'_.ng. ':. -

' NPVLQ - NWHQ

I - 202.0% --‘?'hg".j_t}_):-_---
8051-0'5{';.‘-\&5'5'5-‘ Vi e ]

- 1ﬁgb% i 3

'

B S

Stnce, Awe_fnjewar Rode of Return %= higher ¥aan Fne Tequre

fesrte 5{ Gdturn, We would ‘mvesd {n e brojecy. !




Probiem 4.9

sop

Slock X

‘ I3
DNaorg = DWageq (1+9)

Bﬂs‘ = qmtugf-

o XA el

oo ﬁ... {S-Q.S'\" i‘

0 &) Girs i
= BUS % - iEEA] G gV
Siuth_'\" =
DWVoois = DiVag: (Hﬂ‘)\'
3.00 = 2-6g [2+g)
faogay o e
{Q.'rnﬂ'}) = 14'2-
T 0 /290 vm -
0 209/ -
- Uy %

S&nck N has htq'qer‘ annual cﬂm\:ﬂmc‘. raie of g‘wim

n. dtv‘:den




_g ExXpected Rate o) Rg.iuvn

Thts s 4Ane veturn Which (s expeched 4o be eavned

~ drom 4we /then frvesiment in e Hfuture . gy (s ‘-“'ﬁ“.ft'

q'Het‘.*ﬁd bH' e dnonﬁe {n economiec Conditions.

L

P oiicie A
(Data)
. (oo !
4 N :
Hisjorical Data -, Daiq with probability. -
Year ~ ~ Return Probavitiy . Redary
1 0. s f43 T A0 Ti20 22000
gt 8 - 0-Y 5
? \S : o @ 1S

q S e TR R

Reqqunen-\s

-1. Expected Rode of Re!ufn e(R) / qup,ruqe Return (R)

9. Sandard Deviation (=)
" 3. Voxiance (2.

y. Coefficient of Vogiation (c.v)

5. CovQiance between stock A and S0 & (CoVis)

6. (ovrelaton between eteck § and stock v ( Fas).
] - ; orifolio ’

"¢ forldolio Return

fi_Poriéolio Rk,




Provlem yay
Ty Ny '

Cateulation of. amqe r@{um qnd glandard Devigtion:
Year Ry  Re Ri-Ry Ro-Re [Rw-Ru) [Rs-Rg)

T -1 nw 1 413
2 15 . =) 4 L
? 4 30 -3, [ f18.64" .\ 49
$Ry=33 =Ry 24 ;_»IE“'_'QH'\*:% 2l

q. ﬁmaqe Rzi.-urn o} HBL swcn (Ry) = 'S.Ep, L

= 14 _7».._

n a8
ﬂwruqe Re’rum 04 e;t}k SJmtk (Ra) = i‘Eg - 34 :
> =093y

0. Standard Devigtion 0} el stock () = | 2 Re-Ry]>
X , n-1

; e e e

- .._ ; | P ; ‘ '. ; o }\ 3_1 - <¥) :llg: ¥

Variance 04 HGL Stock- ( )’- = (3 sn)'* z

Q—lrandard Devmhﬂﬂ ok ook siamifni- s(Rg - )™
N -
= | 8i0.6y
o oN 2=l = ogasy,

Varionce 0] Bok Stowe = (@)= bo.13)"= 4os. 3y




Slock. @k has higher variance and shandard desiatin

< Qalewiation 0} cookficient of Vorgation (&) s

—— B W RAR

MRS Ru 1L = 0.99
. eWT & Gon
ﬁg 11.43 :.l'q}

Sock Bok ft more viskier due Jo Rigber cv.

Problem u.s
0. On4ne basis of a veview 0f tue veluvn daid, Sjock 4 abpears
10 Lo wore Ju';kd. ave o htdher fiuckuation tn retarn:.

b._Calculation o] Average Relun angd Standurd Deviatras: |
_Year Ry ‘Re  Ru-Ba Ro-Ro " [Ra-RA)- (Re-Ra)

261 LV AN S ee- [ GNRC 49 16
0019 | R | B ) 121 -4
2013 10 ;- ~9. 0. 4 0
Qo/y 2k 14 14 Q 186 4
205 A4 16 -8 4 6y 16

ZRaz 60 2Rp = 60 22y~ Hi)54%  Z[Ra-Re)= 40




t B.l = <R _
Hvem%e{lghﬂ 0f \nvesfment 4 Rﬂ] iﬂ" G <12%

—_—

ﬁvemge Relurn ol \nvediment ®[Re) = 5Ra . c,go
n

o N T

—_—

¢ Calculation 0} standard Deviation::

———

——

Slandard Deviation oF nvesfment A

—

L Y S VY i TV
R . = Jona

_Slandard Devigtion el \nvesiment &

rﬁ: iteﬂ;"-ﬁ&jm

R T :
N n=l " d 5-1 = 2.06%

d. 0 e basis o} our_calculation: In part ¢, \nvesiment

0 1s monk %isky due 40 Higher Standard dewvatien.

fue. kedult Sn Davk 0. ic same as in_bart ¢ becawe

hlghu eﬁutmqh'oﬂ fn feturs kosulde Mgvm SRk




Rroblem 4.1%
co

9. Calewalion of exbected Retuvn and 'Siandard devmﬁm‘
galedleanomy Bob ®) R BxR L R-ER  BR-ERD

siong qviats 000 987, qf ¢ 133 12169
tﬁodm’«e SW*‘M o.40 15 t %% . 5-U4d6
ook qrowth 080 ,0 4 -1% 0- 46
Recegsion. 0-10 ;9 12  -9239% - Sy-289
- SPXR — zpR-e@It
= 113 '3 = 3921

o' Er?eqed Rate % Rerarn, ER®)= sHXR =113 /.

b. Varionee = i?jtfz-(-:(m" = 39-21

c. Sfandard Deviakon (@)= | 2K\ k- ER] - |7e2l = 297%

d. Cofificeny of \oraten (V= & _ 23 :
) E(RY 1 = 048%6

e. fhe coelficient of miqiién fs O %elgqtive meosure o4
Seisk - 91 xelates \nvestment f&k o e %etuvn. [ ¥Yneasures
o tck por uni of feetuwrn. ; :

A '
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Peoblem L. 1% | i
s I e L
Calculation of expected Retuvn and glandard: dovigbon:

Bool®) Re Ry Puke Bx® ek Re-bla) Bfonsiir— ~ERJ”
_ba Sh Sy 10 ~1'5 30 Alog
0-3 0" 496 @ q =05 . 10 {89y i~
0-3 1S 10 45 g 25 -19 1.835
92 "~ 30 D YT 7. wE 8D .95
ERXR SRAxXRy 7 i?, [ﬂx E(Rx}i"-
21257, =907 : = 2625
a- txbected Refuvn of stock X E(Rx) = ZPARye| | % Ry~ €]
] \ L = 19 5/ A0
. >0
Eacbec-]ed R&h.wn o} 9’(!:‘:& Y EUET) iP'xR-r 30
= Q0¥ ! 120

=P [R¢- €(Ry)T= 420

b. Q’fdno]ard Duvgtion 04 Shork .

- =B [Re- ERATE = [2sios =58y,
Qiandnrd Devimtion of shsr Y '

&

Y= | Shiley- ezl = [U20 = oug




— A
49.

__ Eley 195 =o0uode
=y dou i
E[Ry) 20 " 1:bows

Stotk. Y _te move §ixkier due 4o A o CV. 50, We heud
D*E-Fa'r stotk X 1oith Zoweer cv.

Problam 018
Sopf
q. Calcuiation ot Exbeded Ra-}urnand standard deviation 0} stock X
P (B)  Rx  BixR  Rx-E(R0) P [Re- E1%0 >

0-1 -0y . -l ~99 7 ygy -
0.2 Q. O - oo il "~ 90
o-Y Lo y.2 S 0
02 20 4 8 192
0-1. R0} S 28 " a6 _ 696
ZPRXRx=12 1&{&-—2!&}:! -_LE!E-E

% e expec«’red relum ok s+oc.h X, e(m) <PixRx =12%

% Slandard peviation of Stock X, 6 = | SRR -Etﬁs)]"

- .H.!R-Q
ks = 1o.90%




Robtl) Ry  Bx®  Ry-E®)  PilRy-elfy)”

b. Caculation of txima Returnand slandard deviation of Slock Y.

23 g8y  -%5 2 -ygy 240

e G ey ¢ aeR

0y 920 g o T

04 " 98 S -, 24.0

0-L us he | 21 o T |
Z0Ry= 1y~ 27, [Ry- €& 414

"o e exbected Yetun o} stotk Y, €lRy) = 2 PxRy = 3u %

- Slondod deviahien of shar ¥, o - 127 - ST
'\T‘E WY

= 2035 7%,

C. Coeddicient o.[. Narglion | C..\"';gs 6 _ 19.90

(R | 120 = A2

coeficient ol Vakitian, cvy - & _ ggag

E(Ry) 4y =1.us

4. No, § % not pasﬂble tat miost of due: Snvesiors mqul

negqard Stotk ¥ Gs being less Fisky Avaw Stoer X

betawse o Y JAas UMiques s¥andard devation

and _coeidicrent" o vokeition Hhav g x.

C—_
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7. Calcuiation E.\ Hﬂ,;,_?e, od Rotart Rerrn and ex\wec.-}ecf Return (sroues

Lr Dy P> M= R-R+D Jp X100
0l 1 ng 26 20%
o012 3} 9% 25 2-63%,
Qoj3 2.0 2% 2y Y%
201y 21 9y 0% ¢ 21.95 %o
adls 2.9 9% 20 12.96%
: :?_HFQ': 63-2%
00 EX?QCA&‘ R&“‘U‘fﬂ. ELaq) =  ZHPRa ne 6q-2
% . n 5 <Z3u%.
For stock B: QL-: Po+ Dy
Year Dy Vo' .1 Py HPR = e -
Q01L 9.0 29 2% 13.64%
2012 9.1 2% L a.1%
201% 2.2 Q3 2y 13.91
201y 2.3 gy - ray 12.16
05 oM 25 26 3.6
: (ol et <ypR = 60.03%
S, Exbecied Return, E(fy) = SHPRg _  60-03%
. k N -~ 5 = 19.0) %




b. Calcution of giandard dbviationand LV (&lotk X)

Year  Rx Rx -E(Rx) [Rx-E(®)™

BT P4 &5k V. 4%.0%
ajg Ak -1015% 115.86
2013 M - -3y 2911
Quly 2199 18l 6l
0015 - 18.9b 5.2 22. %%

Z[Ra- E(R))=3u2.5%

- Sfanderd deviation (‘RL l_itre.a. Ele]™ |\ Bu2st

n-L N S-L  =995%
4% Qﬁaﬁg@\_— %_@mﬁ&m- g . 3-9% :
- E(Rg)~ 3uy =0-93
SA0CK' B ;

Year Rs Re-€(Re) - [Ro-E(Re))™
ool 136 Les - 286
2019 g9.13% - -2:8% ' 2.29.
2013  13.91 r 38 3.61 =
golY 4395 - Ay - 3.03
2015 gb = -9.ul 581

s (e~ € (R} =28-39

% Sqandard Devmtinn, (63) 2 | 5(Re - E(Ra)]> _ | 2333 - -
: ‘\.'l i~1 .~ S-1 = 9-“{17-

o coofficient of Votatin (cv) - e _ 2uL

El) 1200 = 020




¢. e expecied %eturn of efock A t+ qreater +van Anat o
stoek & where & chandard deviation o4, stock B
ts \ess than stmp A. Congiderin Wale 0* SefAurra
stock @ s preferble due Ao hiduekr %otevn but stk
% T awso MMH& due N [Swer Standard deviahm.
0 4R k' g Condiick beftween Fefuwn and ZLick .
Hnauwyk we swould o e Jeelalive weasure. (e (oeHith
°5x Voedton 4o make Je Conclusien. W St
s DWFU%\Q que. 4o fower V. | |

4. Wle NQUICI recommend Nilima Yo mvesk 0 s«hmc 2 e
: ,}.Q__O_nwﬁk -COQJ((—iuen} q,[ Vararion .







