
&&��� "TTFU 1SDJOH 5IFPSZ 4QSJOH����� 4UVEFOU *%�����������������������������������

"TTJHONFOU �� %VF EBUF� 'FCSVBSZ ��
 ���� CFGPSF ���� QN

2VFTUJPO � 	 �� 1PJOUT
 4DPSF����������������������
"U UIJT NPNFOU
 BMM PG ZPVS BTTFUT BSF JOWFTUFE JO BTTFU " XJUI UIF GPMMPXJOH SFUVSO BOE
SJTL DIBSBDUFSJTUJDT�

E(rA) = 10�

σA = 10�

"OPUIFS BTTFU 	DBMM JU�#�
 CFDPNFT BWBJBCMF� UIF DIBSBDUFSJTUJDT PG # BSF BT GPMMPXT�

E(rB) = 20�

σB = 25�

� 'VSUIFSNPSF
 UIF DPSSFMBUJPO PG "�T BOE #�T SFUVSO QBUUFSOT JT ���

2VFTUJPOT�

	�
 6TJOH ."5-"# UP XSJUF EPXO UIF TZOUBY 	�N ųMF
 GPS EFUFSNJOJOH UIF PQUJNBM
XFJHIU 	X
 PG BTTFU " BOE # JO PSEFS UP BDIJFWF UIF MPXFTU WBSJBODF
 PS
 JO PUIFS XPSET

EFUFSNJOJOH UIF PQUJNBM XFJHIU GPS UIF NJOJNVN�WBSJBODF QPSUGPMJP�

	�
 'JOE PVU UIF &YQFDUFE SFUVSO BOE JUT WBSJBODF PG UIF NJO�WBSJBODF QPSUGPMJP VTJOH
UIF ."5-"#�

	�
 #Z SFBMMPDBUJOH ZPVS QPSUGPMJP UP JODMVEF TPNF PG BTTFU #
 IPX NVDI BEEJUJPOBM
SFUVSO DPVME ZPV FYQFDU UP SFDFJWF JG ZPV XBOUFE UP NBJOUBJO ZPVS QPSUGPMJP�T SJTL BU
σp = 10�� 	)JOU� 4PMWF GPS WB 
 OPU GPS UIF WA
�

/PUF� :PV NVTU TVCNJU CPUI UIF�N ųMF BOE ZPVS BOTXFS JO UIF OFYU QBHF�T TVQQMJFE
TQBDF�

"TTJHONFOU � &&��� 4QSJOH ����� QBHF����

6107670021



&&��� "TTFU 1SDJOH 5IFPSZ 4QSJOH����� 4UVEFOU *%�����������������������������������

"TTJHONFOU � &&��� 4QSJOH ����� QBHF����

6107640021

1- ) optimal weight for min - var portfolio is wa = 0.6895

Wg = 0.3125

2.) Ñ : 1- 1312

Var = 0.0609

3.) Uft = arg Max ( 1- Wb)( 1. 1) + Wbl 1. 2) ⇒ 1.1+0.1 Wb
Wb

5. f. ( 1- Wb} (I.01 ) + w} ( 0.0625 ) + 211 - Wb) Wbl- 1) ( 0 - 1) ( 0.25) = g. g ,

L ( Wg, 7) = ( I - Wb) ( 1. 9) t Wb ( 1. 2) + ✗ [0.01 - l l - Wb){0.01 ) - w2b( 0.0625 ) +211 - Wb) Wblo - 1) ( 0.025 ))

¥wg= I → -1.1+1.2 + ✗
*

[0.02 ( I - W ;) - D. 125 WI t 0.05 ( I - 2Wb* )] =D - ④

22

I =D → ( 1 - WI ){0.01 ) + (WI){0.0625 ) - 211 - WI)wI (0-1110.25) = 0.01 - ②

② ; t.EE?--o.iIo.1ll-wF)-o.25wj/-.
0.1 -③

③ I D. 111 - WI ) - 0.25 W*b=±0 - I

D. I - 0.35W
#

y
= D. 1 or D. I - D. 35K¥ =

- D. I

W¥ = 0 or WJ = 0.591A

Since we regime wttb > D
, WI = 0.591A

i. Ñp a 11 - WF ) II. 1) + WE 11.2)

= (0.1-286311.1)+0.5717-11.2) = 1.15917

Invested in only A he can have gross return of 1.7 with lot. risk

Hence
,
one additional return he expects for adding B to his portfolio and

remain the same risk at 10% is g. 1591A - 1. I = 0.0591A or 5.71^-7 .
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