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ANSWER THE FOLLOWING QUESTIONS:

Q. 1. Select the correct answers among the following questions: (30 Marks)
1.(A) 2.(C) 3.(C) 4.(A)5.(B)6.(B)7. (D) 8.(A) 9. (B) 10. (A)

Q. 2. The following data related to expected returns by investors using (20 Marks)
CAPM, assuming 6% as a risk free interest rate; and 10% for the
Required: Complete the above-mentioned table.

SOLUTION:

EXPECTED RETURN
Rf+ B (rm-rf)

15.5%
18.9%
18.3%

14.5%

16.5%

Q.3. The following data related to three-portfolio betas (30 Marks)
(portfolios A, B, and C) assuming the equally-asset proportions
(percentages) for each portfolio:

Required: 1- Complete the above-mentioned table.
2- What is the value of each portfolio?
3- Which portfolio is the riskiest one ?

SOLUTION:
ASSET | Portfolio A Portfolio B Portfolio C
Proportion | Beta | Proportion | Beta | Proportion Beta

1 0.20 0.29 0.20 1.00 0.20 0.85

2 0.20 1.23 0.20 1.25 0.20 1.65

3 0.20 0.85 0.20 1.05 0.20 1:35

4 0.20 1.05 0.20 1.35 0.20 1.40

5 0.20 1.26 0.20 0.95 0.20 0.75




Totals 1.00 1.00 1.00

Value 0.936 1:12, 1.20
Riskiest - - 1.20
portfolio

Q.4. Discuss, with examples, the three alternatives for firms to sell their (20 Marks)
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