
Given Formulas

• Duration =
n∑

t=1

PV (CFt)

market price
× t

• Modified Duration =
Duration

1 + Y TM

• E(X) =
n∑

i=1

piXi

• V AR(X) =
n∑

i=1

pi(Xi − E(X))2

• E(Rp) = aE(X) + (1− a)E(Y )

• V AR(Rp) = a2V AR(X) + (1− a)2V AR(Y ) + 2a(1− a)COV (X,Y )

• V AR(X) = σ2
x

• V AR(Rp) = a2σ2
x + (1− a)2σ2

y + 2a(1− a)rx,yσxσy

• σp =
√
V AR(Rp)
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