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 are e suppliers ofcapial or surplus spending unies (S5Us). Spaints

O Households

O Fims

“The higher the standard deviation of the porcfoli, the lowe the dispersion of s 2poins

expected sace of recun, and the lower the investor’ isk.
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this form. Not you? Switch account

“The demand eurve slopes upward because the lower the real interest rates the more 3 poins

businesses will want to invest in physical capial.

Faise
0 e

“To the exeent that the Armospecifi risk inflaences on two uncorrelated stocks,

diversification should magnify portfolio risk.

0 e
Faise

- e called financial intermedisris beeause they stind between 3 paints
the sccuriey ssuer (¢he firm) and the ultmate owner of the securiy (the individual

invescor).

@ Financialinstitutions
O Primary markets
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An opeimal portfolio refers to the one portfolio on ¢he eficient froneir with the  2poins
Towest seturn-to-risk combination, iven the specifc investor' tolerance for risk

[ Tre.

Fal

- _ refers o the sbility to buy or sell s marketable asst ac a fair price on 3 poins

shore notice.

O Realssset
@ viidty

Clear selection

US. Treasury bl = 6% the S&P 500 expected rate of recurn = 10%; caleulate: tehe 12 paints

expected market risk premium; 2)the expected portfolo risk premium; 3)the

expected portfolio rate of return for this porefolio bearing a risk of 15, Show
formalas and numbers uneil geeting the fnal reslr

1) Market Risk Premium = Expected Market Rate of Return -
=10%6% = 4%

2) Portfolio Risk Premium = Market Risk Premium x Beta

=4%x15=6%

3) Expected Rate of Return = Risk Free Rate + Beta x Market Risk Premium
=6%+1.5% = 12%
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Answer the following questions: )l i a triple top, pennant, fla, or saucer chare 15 poins
formation? 2)Where isthe fiese point at which i¢ becomes predictable? 3 Which

erend will i develop after becoming predictable for its firse time? §)What erading

rulesignal (buy orsel) docs it indicate when becoming predictable for s first time?

5)A the point at which ie becomes predictable for its rse time, i e bullish or

bearish signal? ***ALERT*** > remember that this is 3 pactern in progress in

realtime, think in terms of antitpating the furure price movement, do not analyze.

and make decisions assuming i s & past pateern aleady developed. Answer each

question separately, in the same order requested, indicating the relaced number

Your answer

When using s _ — am investor sells  stock when its marke price reaches 2pointe

or drops below a specified lvel.

@ stoploss order
O timitsel orcer

Clear selection
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Financial assets are Anancial claims to the __

_generated by real asers 3poins

O st
O income

“The real interes race is the nominal interest rat plus the expected rae of inflacion. 3 poins

0 e
[ False.

debe securitis are shore-term assets, highly marketable, iquid, and 3 poine

very low risk.

O capital market

O Money market
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Answer the following questions: ) Explain what does the graphic mean by total risk? 24 poins
2)Are the number of sccurities in the portfolio dircetly or inversely related to

porefolio risk? Explain. 3)When the number of securitis in the portfolio tends o

infimity, does porefolio sisk tend to infiniey or tend to zero? Explain. ) What s the

ame of che risk that gecs almost rotally liminated? 5)What i the name of the risk

that almost remains in coral? 6)Give an example of each risk reflected in the graphic;
71Which risk (s) depicted in the graphic s (are)strcely relaced to the expected rate

of return of the poreolia? 8)What s the most imporcant conelusion derived from

the graphic? Answer one by one, individually in the same order, using numbers.

Your answer

“The real interest race refers o the groweh race of your money; whereas the nominal 3 poins

interest rate seers o the growth rate of your purchasing povwer.

0 e
[ False.
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In general, investors experience higher (or positive) recurns on common stock 2points

invescmens during s _ market

O bul
O bear

“The real interest rate can be affected by fiscal policies (government) and moneeary 3 poins

policies (ceneal bank).

[ False.
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E(Rj) = R+ [E(RM) — RF] ; scle the four (5)righe answers 12paints

“The equation represents an economic model that shows how a risk-free asset should
be priced.

The equation refers to the standard deviation of a single asset only.

|80 O

“The equation quantifies the diversifiable risk, and links it to investors returns.

‘The less responsive the return of a security s to changes in market returns the higher
that securiy’s beta.

(<]

‘The equation refers to the capital asset pricing model.

Bi [E(RM) - RF] = expected portfolio risk premium proportional to the market risk at
which itis exposed.

]

The equation reflects that the return that investors expect to earm on a isky asset
equals the isk-free asset plus a isk premium.

[E(RM) - RF] = expected market risk premium = excess market return over the isk-
free asset.





