[bookmark: _Hlk179310434]MIDTERM EXAM I (60 POINTS)
SECTION 1: TVM (10 POINTS)
There will be 5 questions on excel on TVM that you need to use excel format formulas to calculate including FV, PV, Rate, Time, PMT
[image: ]
You invested 10,000 at 5% for 10 years. Calculate the future of the investment
SECTION II – ALLOCATION & EFFICIENT FRONTIERS (16 POINTS)
There will be one question that you need to allocate your stocks and bonds and calculate the Correlation:
[image: ]
There will be one question from the three formats below (A,B,C) that you need to calculate Average Rate of Return and Standard Deviation:
SECTION III – AVG & STDEV, BETA AND CORRELATION (12 POINTS)
[image: ]
-=AVERAGE( Range)
=STDEV (Range)
=SLOPE(Array 1, Array 2)
=CORREL(Array 1, Array2)



SECTION IV – PORTFOLIO MANAGEMENT (22 POOINTS)
There will be one question on portfolio management to calculate portfolio returns, standard deviation, CAPM, Sharpe Ratio, Alpha and Treynor coefficient.
Return of Portfolio = Ws. Ers + Wb. Erb
Standard Dev Port.= Sqrt ( Ws.SDs)^2 + (Wb.SDb)^2 + 2 (Ws.SDs.Wb.SDb). Cor
[image: ]
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INPUT

PV=

FV=

RATE=

TIME=

PMT=

OUTPUT
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EFFICIENCY THROUGH CORRELATION

SCENARIO PERFROMANCE ANALYSIS

Scenario 

(S)

Probability

(p)

ROR %

(r

s

)

 p * r

s

%

Deviation 

for Exp. 

Ret.

(Dev.)

Square 

Deviation

(SD)

Dev^2

p * SD

ROR %

(r

b

)

 p * r

b

%

Deviation 

for Exp. 

Ret.

(Dev.)

Square 

Deviation

(SD)

Dev^2

p * SD

Recession (Sr)

25.0% -12.00

-3.00 -23.70 561.69 140.42

14.00

3.50 9.75 95.06 23.77

Normal (Sn)

45.0% 14.00

6.30 2.30 5.29 2.38

5.00

2.25 0.75 0.56 0.25

Boom (Sb)

30.0% 28.00

8.40 16.30 265.69 79.71

-5.00

-1.50 -9.25 85.56 25.67

100.0%

11.70% Variance= 222.51 4.25% Variance= 49.69

SD = 14.92% SD = 7.05%

PORTFOLIO ANALYSIS (Asset Allocation) COVARIANCE & CORRELATION

Asset Allocation

Weights (W%)

Stocks (Ws) =

20%

Bonds (Wb) =

80%

(Ws * r

s

) + (Wb * r

b

)

Scenario 

(S)

Probability

(p)

ROR %

(r

s

)

 p * r

s

%

Deviation 

for Exp. 

Ret.

(Dev.)

Square 

Deviation

(SD)

Dev^2

p * SD

Stocks 

(Deviatio

n from 

the 

mean)

Bonds 

(Deviatio

n from 

the 

mean)

Ds * Db

Covariance

 [p * (Ds*Db)

Recession (Sr) 25.0% 8.8 2.20 3.06 9.36 2.34 -23.70 9.75 -231.08 -57.77

Normal (Sn) 45.0% 6.8 3.06 1.06 1.12 0.51 2.30 0.75 1.73 0.78

Boom (Sb) 30.0% 1.6 0.48 -4.14 17.14 5.14 16.30 -9.25 -150.78 -45.23

100.0%

5.74% Variance= 7.99 Covariance=   -102.23

SD = 2.83% Correlation Coefficient =   -0.97

Stocks (s) Bonds (b)
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Years

Portfolio

Value

(000's)

S&P

Index

Stocks

%

S&P Index 

%

YR0 100.00 100.00

YR1 130.00 107.50

YR2 222.00 173.50

YR3 252.00 183.50

YR4 316.00 205.50

YR5 292.00 196.50

YR6 366.00 228.50

YR7 428.00 248.50

YR8 380.00 233.50

YR9 436.00 248.50

YR10 400.00 236.50

YR11 374.00 227.50

YR12 446.00 253.50

YR13 454.00 265.50

YR14 430.00 257.50

YR15 454.00 274.50

Average Return

Standard Deviation

Beta Slope

Correlation

Return
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Assets

Portfolio 

Allocation 

%

Expected 

Rate of 

Return

 $ Allocation

Expected

Profit

Weghted

Average

Expecred

Return

Risk-Free Assets

T-Bills 20% 2.00%

Risky Assets

Bonds 50% 6.00%

Stocks 30% 20.00%

Total

100% 100,000

2-2c

Risky Portfolio 

 % of Total

Weights

Expected 

Rate of 

Return

Expected 

Standard 

Deviation

Correlation

Bonds

Stocks

Total Risky Portfolio

Standard Deviation =
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Description

Stock

Portfolio Z

Stock

Portfolio X

Stock

Benchmarke

t

Average Return 15.00% 18.00% 9.00%

Risk-Free Return 1.50% 1.50% 1.50%

Standard Deviation 22.00% 33.00% 16.00%

Beta 1.250 1.400 1.000

Risk Premium Return

Market Premium

Capital Asset Pricing Model

Sharpe Ratio

Jensen’s Alpha

Treynor Measure

Output


