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1) Optimal weight for minimum- variance portfolio

WA - 0.7143

WB = 0.2857

2) Expected return on minimum- variance portfolio

Ép = Rmv = § = 1.1286

Variance of the minimum- variance portfolio

62mV = § = 2.5000 e- 11

3) Gp2 = ( 1- WBTTGAZ) + w } 6,32+211 -WAIWBCOVCAB)
0.01 = (1-ZWB + Wpf ) -6,32 + Wpf 6,32-1 (ZWB -2W,} )CoV(AB)

0.0/1 = 0.01/-0.02WB -10.01W,} -1 0.0625WBZ -0.05 WB -10.05W,}
0 = -0.07WB + 0.1225 WBZ

0 = WBC-0.07+0-1225WB)

WB = 0.07

0-1225

= 0-5714

WA = ( 1- WB) = (1-0.5714) = 0-4286

E(RpÑW= 0.428610 . 1) + 0.571460- 2)

= 0-15714 = 15.714-1 .

new

Additional return = E- (Rp ) - E(Rp°
'd
)

= 15.714% - 10% = 5.714%


