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Baocikeg 'Evvoteg ko AeC1OTNnTEC

Na yvopilete TOV TPOTO VTOAOYIGUOD GVOUEVOUEVDV
0.TT000GEMV

Na yvopilete TOV TPOTO LITOAOYIGULOV GVVOLOKVUAVGEMY,
CVGYETIGEMV KUl GUVTEAEGTOV PriTa

No KaTavonGETE TNV EMOPOCT] TNG OLAPOPOTOIN GG

Na KatavonoceTe TV apyN TOV GUGTINUATIKOD KIVOUVOV
Na KaTavoNGETE TN YPOUUUT] OYOPAS YPEOYPAP OV

Noa KatavonoceTe TNV GVTIGTAOULeT KIVOUVOV - 0T0006TC

Na giote o€ 0Eom va ypnoomoleite 10 Yrooeryuo.
Anotipnong Kepolowokov Xtovyeimv (CAPM)
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11.2 Avauevouevn Amooocor, AtokOuover), Kot
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11.3 H An6ooon ko o Kivovvog yia ta Xoapto@uAdkia
11.4 To Amoteleopnatikd XOvoro yio. AVo Xpedypapo
11.5 To Anotedecuatikd 20voAro yia IToAAd Xpedypoaopa
11.6 Atapopomoinon
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11.8 Icoppomia Ayopds

11.9 Zyeon petadd tov Kivodvoo kat tng Avopevopevng
Anoooonc (CAPM)
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11.1 Mepovoueva Xpeoypaopo

Toa yapaKTNPIGTIKA TOV LELOVOUEVOV
YPEOYPAPMOV TOV LLOC EVOLUPEPOLV ETVOL:
H avauevouesvy amoooon
H owaxvuaven kol n tomky anoxiion

H oovoiaxvuaven xoi n cveyétion (o€ oycon ue
EVOL AAAO YPEOYPUPO T OETKTN)
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11.2 Avauevouevn Amdooon, Atoakopoven, Kot
2VVOLUKVUOVOT)

2KEPTEITE TOL AKOAOVO OVO TEPLOVGIOKE GTOLYEID TTOV
eumeplEyovy Kivouvo. Yrapyel 1/3 mbavotnta yio kb
L0 KOTOOTOON TG OIKOVOLULLOG, KO TO, LOVO TEPLOVGLOKAL
oToLEln Elval Vol LETOYIKO Kol EVO OLLOAOYIOKO
KEPAAAL0.

2UVTEAEOTIIC
Amrodoong
OuoAoyiako
2evdapio Mmeoeavornra Meroxiko KepdAaio KepaAaio

“Y@eon 17%
Kavoviko 7%

AvOnon -3%




Avapevouevn Amoooon

2ZEVApPIOo
Yopeon
Kavoviko
AvOno

Avapevopuevn
atmrédoon
AlakUpavo

Meroxiko KepaAaio OuoAoyirako KepdAaio

2UVTEAEOTNC Terpaywvikny 2uvreAsoTni¢ TerpaywvikKirj
Amédoonc ATToKAIon Armrédoong AmokAion

11,00%
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Avapevouevn Amoooon

Meroxiko KepaAaio OuoAoyirako KepdAaio

2UVTEAEOTNC Terpaywvikny 2uvreAsoTn¢ TerpaywvikKirj
2gvapio Amodoong AmékAion Armrédoong AmékAion
Yopeon
Kavoviko
AvOno

Avapevopevn

atmrédoon 11,00%

AilokOuovo 0,0205

E(r,) = %x (=7%) + % x (12%) + %x (28%)
E(I/'S):ll% 11-6



Atokopovon

2ZEVApPIOo
Yopeon
Kavoviko
AvOno

Avapevouevn
atmrédoon
AlakUpavo

Meroxiko KepaAaio OuoAoyirako KepdAaio

2UVTEAEOTNC Terpaywvikny 2uvreAsoTn¢ TerpaywvikKirj
Amédoonc ATTOoKAIon Armrédoong AmokAion

11,00%

(=7%—11%)* =0.0324
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Aloopovon

2ZEVApPIOo
Yopeon
Kavoviko
AvOno

Avapevopevn
atmrédoon

Meroxiko KepaAaio OuoAoyirako KepdAaio

2UVTEAEOTNC Terpaywvikny 2uvreAsoTn¢ TerpaywvikKirj
Amédoonc ATTOoKAIon Armrédoong AmokAion

0.0205 = %(0.0324 +0.0001+0.0289)
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Tovmkn AnokAion

Meroxiko KepaAaio OuoAoyirako KepdAaio

2UVTEAEOTNC Terpaywvikny 2uvreAsoTn¢ TerpaywvikKirj
2gvapio Amodoong AmékAion Armrédoong AmékAion
Yopeon
Kavoviko
AvOno

Avapevouevn
atmrédoon 11,00%

Alakopavo 0,0205 0,0067

14.3% = +/0.0205
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2 VVOLOKV LLOVOT)

Mesroxn OuoAoyo
2Evapio ArmokAion AmokAion lMpoiév Zra@Buiouévo
Yoson -0,0180  -0,0060
Kavoviko 0,0000 0,0000
AvOno -0,0170 -0,0057

ABpoiopua
2uvolaKkupavon

H "amoxMon" cuykpivel Tnv amdoocm o€ KAOE KATACTUOT LUE TNV
CVOLEVOLLEVT] QITOO0CT.

To "octafuicuévo" maipvel To YIVOUEVO TOV OTOKAGE®V

TOAAATAQGIOG LEVO UE TNV TOAVOTNTO AVTNG TNG KATAGTOONG.
11-10



2 VUVOLUKDLLOVOT) - 2VCYETION

2vvowakouaven (Covariance):
KivoOvtor o1 amoo0GELS 000 LETOYDV «UOCD;
Aniaon): Otav o petoyn avePaivel, teivel va
avePaivel kot 1 GAAN;
Av «Kotd HEGO 0pOo, «vay, TOTE 1N GuvolaKvuaven > 0

Av KaTd HEGO OPO, «OY, KIVOUVTOL OE aVTIOETEC
Kotevbvveelc, T0te 1 cuvolakvpaven < 0

2voyEtion (Correlation):
‘Eval GALO LETPO TOV TOGO OVO UETOYES
«KVoOUVTUL LOCL.

Benninga and Mofkadi, Principles of Finance with Excel 3e Copyright © 2018 Oxford University Press 11-11



2 VOYETION

~ Cov(a,b)
) 0,0,
0117
(.143)(.082)

yo,

0 = -0.998
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Booikd otatiotikd otoryeia yio tn Kellogg (K)

H péon emowa andooon e Kellogg v nepiodo 2003-2013 ntav 8,31%.

Teyvikéc onueldoELS:

PRICE AND DIVIDEND DATA FOR KELLOGG (K) 2003-2013

Date
31/Dec/03
31/Dec/04
31/Dec/05
| 6 | 31/Dec/06
31/Dec/07
| 8 | 31/Dec/08
| 9 | 31/Dec/09
31/Dec/10
31/Dec/11
31/Dec/12
31/Dec/13

Price

38.08
44.66
43.22
50.06
52.43
43.85
53.20
51.08
50.57
55.85
61.07

Dividend

1.012
1.062
1.138
1.202
1.300
1.430
1.560
1.670
1.740
1.800

Average (or mean) return, E(r)
Variance of return, Var(ry)= 6%

Standard deviation of

return, oy

Annual
return

19.94% | <-- =(C4+B4)/B3—1
~0.85%
18.46%
7.14%
~13.89%
24.58%
~1.05%
2.27%
13.88%
12.57%

8.31%| <-- ~AVERAGE(D4:D13)
0.0139| <-- =VAR.S(D4:D13)
11.80% <-- =STDEV.S(D4:D13)

Ot amo00GELG £XOVV TPOCUPIOGTEL Y10 TAL LEPIGLATOL.

Xpnon tov cuvaptioewv tov Excel AVERAGE, VAR.S ka1 STDEV.S yia tov vmoloyiopo
NG OVOUEVOUEVC OITOS0GNG, TNG OLOKVUOVOTG TV OTOOOGEMVY Kol TNG TUTTIKNC AmTOKAMGT)

Benninga and Mofkadi, Principles of Finance with Excel 3e Copyright © 2018 Oxford University Press
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Agdoueva amooocewv yio tnv Exxon (XOM)

H
H

1
6
8
9

—k
()

Date
31/Dec/03
31/Dec/04
31/Dec/05
31/Dec/06
31/Dec/07
31/Dec/08
31/Dec/09
31/Dec/10
31/Dec/11
31/Dec/12
31/Dec/13

Average return, E(ryonm)

Price
32.32
41.38
46.26
64.34
79.97
69.49
60.73
66.88
79.36
83.09
99.81

Variance of return, Var(ryom) = 65ou

Standard deviation of

return, oxom

Annual
return

28.03%
11.79%
39.08%
24.29%
-13.10%
-12.61%
10.13%
18.66%
4.70%
20.12%

13.11%
0.0281
16.77%

EXXON (XOM) STOCK PRICES
Adjusted for dividends and splits

<-- =B4/B3—1

<-- =AVERAGE(C4:C13)
<-- =VAR.S(C4:C13)
<-- =STDEV.S(C4:C13)

Benninga and Mofkadi, Principles of Finance with Excel 3e Copyright © 2018 Oxford University Press
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XOM ko K pact

./ A | B | C [ D |
KELLOGG (K) AND EXXON (XOM)
ANNUAL RETURN DATA
Date Kellogg Exxon
31-Dec-2004 19.94% | 28.03%
31-Dec-2005 —0.85% | 11.79%
31-Dec-2006 18.46% | 39.08%
31-Dec-2007 7.14% 24.29%
31-Dec-2008 —13.89% | —13.10%
31-Dec-2009 24.58% | —12.61%
31-Dec-2010 —1.05% | 10.13%
31-Dec-2011 2.27% 18.66%
31-Dec-2012 13.88% 4.70%
31-Dec-2013 12.57% | 20.12%

Average return, E(r;) 8.31% 13.11% | <-- =AVERAGE(C3:C12)
Variance of return, Var(r) = 62 0.0139 0.0281 |<--=VAR.S(C3:C12)
Standard deviation of return, o; 11.80% | 16.77% |<--=STDEV.S(C3:C12)
Covariance of returns, Cov(rk, rxom) 0.0064 <-- =COVARIANCE.S(B3:B12,C3:C12)
Correlation of returns, pk xom 0.3237 <-- =CORREL(B3:B12,C3:C12)
Correlation of returns, px xom 0.3237 <-- =B17/(B16*C16)

6 |
8 |
9 |

Benninga and Mofkadi, Principles of Finance with Excel 3e Copyright © 2018 Oxford University Press 11-15



2 VUVOLUKDLOVOT) - ZVCYETION

-Dec90
(5]  miDecwz |
29—[:&1:—95

5]
o[ sibecos

'=1 Da,-g? 19'0{1
31-Dec-98
31-Dec-99

Average retum, E(raw) and E{ryser)
‘u’arlam,e of retum, oy and O yser

Yvvaptnoelg Excel: Covar kou Correl

Xvoyétion = Covar(GM,MSFT)/(ogv™ omser) (cell B19) .

Benninga and Mofkadi, Principles of Finance with Excel 3e Copyright © 2018 Oxford University Press 11-16



[TapatnpnoELS Y10 T GLUVOLEKVUAVGT] KOl TN
CLGYETION

H ocvvowekopaven snnpedletot amo Tic

LOVAOEC LETPMNONG, EVD 1] GVGYETLON OYL.
AV LETPNGETE TIC OTTOOOGELS GE OEKOOTKOVG
ap1Ouovg (15% = 0,15), n cuvolakduven Etvat
OLOPOPETIKT] ATtO O,TL AV TIC LLETPT|OETE OE
aKEpoove aptBpovg (15% = 15).
H cvvolaxopavon petacy kot MSFEFT eivou i01a
ue tn ocvvolakvpavon netacd MSFT ko GM.

To 1010 1GYvEL KA Y100 T GLGYETION.

Benninga and Mofkadi, Principles of Finance with Excel 3e Copyright © 2018 Oxford University Press 11-17



ITopatnpnoeig yio tn GLoYETION

H cvoyEtion eival mavta peyarvtepn amxo —1
Ko pikpotepn amo +1.

—-1<p<1
2voyetion +1 1 —1 onuaivel Télewa
YPOUULKT] 6Y€0M LETACD OVO TEPLOVCLOKDV
otolyeimv (Ba 0ovuE TapadElyLaT).
2uvno0wc n cucyEtion Ppioketal peTacy —1
Ko +1.

Benninga and Mofkadi, Principles of Finance with Excel 3e Copyright © 2018 Oxford University Press 11-18



Télewo Otk cvoyETIoN

Av 1 ovoyétion p = +1, 101€ O ATO00OGELS TOV EVOG TEPLOVGLUKOV
ototyelov umopovV va TPoPAEPOOVY oo TIC AMOOOGELS TOV OEVTEPOV.

CORRELATION +1
Adams Farm and Morgan Sausage Stocks

rMEIFG-:lrI Sausaget — =3% +0.67 r‘*d‘.:er'L_ Farm,t

Adams Sausage
Famm stock stock
return return

- 21.44%| < =3%+06"B3

[ oot | o[ mrw |

-_
o toss | masaw| oarowl |
(7 reos | aemw] tieew |
(| 195 | seme| opseow |
(o[ rooc | ssaen] mogw |
0] too7 | arrme| oseaw |
B 57 3
(7] te99 | aasn| veerw |
73] -

| 14 |Correlation 1.00 <- =CORREL(B3:B12.C3:C12)

Benninga and Mofkadi, Principles of Finance with Excel 3e Copyright © 2018 Oxford University Press

H anddoon g
Morgan Sausage
glval amOAvTo
TPoPAEYIUN Ao TNV
andooon e Adams
Farm.

Emum\ éov, otav 0
Adams Farm
av&avetal (1),
avEAveTol Ko M
Morgan Sausage.

Correlation = +1.
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Annual Stock Returns, Adams Farm and
Morgan Sausage

10% 20% 30% 40% 50% 60% 70%
Adams Farm

Benninga and Mofkadi, Principles of Finance with Excel 3e Copyright © 2018 Oxford University Press



TEAe10 0pVNTIKT] GLGYETION

CORRELATION -1
Francesca and Jeremy, portfolio managers
lNJerem y.t =63% -1 -2*rFranc&=ca,t

1
rancesca eremy
portfolio
2 Year return

portfolio
return
30.73% <-- =63%-1.2*B3
R B oy SRt o b i B e o

R
e B e

e e
: 35.84% B e
e L B e

D e
R
1999 44.85% L A e
e

-1.00 <-- =CORREL(B3:B12,C3:C12)

—_— | i | e |

Correlation

Kd&0e popd mov n
Francesca to mdet
KaAd, o Jeremy 1o
TOEL AGYMLLAL, KOl TO
avTiGTPOPO.

H andooom tov
Jeremy &ivol amoAivto,
TPoPAEYIUN Ao TNV
amOO0G TNG
Francesca.

H cvoyétion eivon —1.

Benninga and Mofkadi, Principles of Finance with Excel 3e Copyright © 2018 Oxford University Press 11-21



Annual Returns--Francesca & Jeremy

% 20% 30% 40% 50%

Francesca

Benninga and Mofkadi, Principles of Finance with Excel 3e Copyright © 2018 Oxford University Press



11.3 H Andooon kol o Kivovvog yio to
XopTOPLAOKLIO

Meroxiko KepaAaio OuoAoyiako KepdAaio

2UVTEAEOTNG Terpaywvikny 2uvreAeoTn¢ Terpaywviki
2gvapio Amodoong AmékAion Armrédoong AmékAion
Yopson
Kavoviko
Aveo

Avapevouevn

amrédoon 11,00%

AilakUupavo 0,0205 0,0067
TummiK arékKAIo 14.,3% 8,2%

[Tapatnpelote OTL Ol UETOYES EXOVV DYNAOTEPT CVOLLEVOUEVT
000001 07O TO OLOAOYO KOl VYNAOTEPO KIVOVVOC.

Ac EMOTPEYOLE TOPO GTNV AVTIGTAOUIGT KIVOUVOL-OTOO0CTC EVOG
YOPpTOPLANKIOV OV £mevoVEL S0% o€ petoyes kar 50% ce oudr oya. 113



XopTOPLAOKLOL

2vvreigoTng Amoooons
Meroyiko QOuoloyiarxo TeTpaywvikng
2evapio Kepaiaio Kepaiairo XapTtopviakio ATTOKALGT]

Yopson
Kovovirko
AvOnon

Avauevousvny
amoooocn 11,00%
) 0,0205
14.31%

O ovvTEAEGTNC ATOOOCTC TOL YOPTOPLANKIOV EIVAL EVAC GTAOUIGUEVOS
LEGOC OPOC TMV ATOOOGEMV TOV LETOYMOV KO TOV OUOAOY®V TOV

YOPTOPVAOKIOL: Fp = Wyl + WP

11-24



XopTOPLAOKLOL

2vovreleotg Amoooongs
Meroyiko QOuoioyiarxo TeTpoywvikng
2evapio Kepalaio Kepadlairo Xaprtopviakio ATTOKALGH]

Yopson 5.0%
Kovovirko 9.5%
AvOnon 12,5%

Avauevousvny
amoooocn 11,00%
0,0205 0,0010
14,31%
O avopuEVONEVOS GUVTELEGTNG UTTOO0OTS TOV YOUPTOPLAOKIOV Efvon EVOLC

oTOOUIOUEVOC HEGOC OPOC TMV OVOLEVOLEV®V OTTOOOGEMV TOV

YPEOYPAPDV TOV YOPTOPLANKIOV:
E(rp) =wyE(ry) + wsE(rg)

9% = 50% X (1 1%) +50% X (7%) 11-25



XopTOPLAOKLOL

2vovreleotg Amoooongs
Meroyiko QOuoioyiarxo TeTpoywvikng
2evapio Kepalaio Kepadlairo Xaprtopviakio ATTOKALGH]

Yopson
Kavoviko
AvOnon

Avauevousvny

amoooocn 11,00%
0,0205
14,31%

H dakdpoven t1ov 6GuvieAeotn amd00GNS TV 0V0 ETIKIVOLV®OV
TEPLOVGLOKMOV GTOLYEIMV TOL YOPTOPVAAKIOV Elva:

0123 = (WBO-B)Z +(WSO-S)2 +2(Wp0 5 )(WsO 5 )P s

Onov pgg VOl 0 GUVTEAEGTNG GLGYETIONC LETAED TV
OTTOOOCEMV TOV UETOYIKOV KOl OLOAOYIUK®V KEQOUAOI®V. 1126



XopTOPLAOKLOL

2vvrteigoTns Amoooons
Meroyiko Ouoioyiarxo TeTpoywvikng
2evapio Kepalaio Kepadlairo Xaprtopviakio ATTOKALGH]
Yopson
Kavovirxo
AvOnon

Avauevousvny
amoooocn 11,00%
3 0,0205
14,31%

[Tapatnpeiote TN HEL®OGN TOV KIVOUVOV TOV TPOGPEPEL N
OLOPOPOTOINCT).

‘Eva ic6o otafuiouevo yaptopuAdaxio (50% ce petoyéc ko 50%
GE OUOAOYX) £YEL LIKPOTEPO KIVOLVO a0 O,TL EAV OLKPATOVVTOY
LOVO LETOYEC 1| LOVO OUOAOYOL. 1127



11.4 To Amotelecnatiko XOvoAo Avo
IIeprovolakwv 2To1 EimV

% o€ uetoyés
0%
5%
10%
15%
20%
25%
30%
35%
40%
45%

50,00%
55%
60%
65%
70%
75%
80%
85%
90%
95%
100%

Kivovvog

Amdooon

Portfolo Risk and Return Combinations

12,0%
11,0%
10,0%
9,0%
8,0%
7,0%
6,0%
5,0%

0,0% 5,0% 10,0% 15,0% 20,0%

Portfolio Return

Portfolio Risk (standard deviation)

Mrnopovpue va eEgtdcovpe GAAEG
oTaOUicELC YoPTOPVAAKIOV EKTOG OO
50% oce petoyéc ko 50% o€ opodAOYa.
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To Amoterlecpuatiko 20vorlo ADO
IIeprovcloKk®mv 21011V

% o¢ peToyés

Kivovvog

Amodoon

Portfolo Risk and Return Combinations

12.0%
11.0%
10.0%
9.0%
8.0%
7.0%
6.0%
5.0%

00% 20% 40% 60% 80% 100% 120% 14.0% 16.0%

Portfolio Risk (standard deviation)

Portfolio Return

[Tapatnpeiote OTL OPIGUEVA YOPTOPLAAKLOL
etvar «koAVvTEPO 0O AAAa. ‘Exovv
VYNAOTEPES ATTOOOGELS Y10l TO 1010 EMIMESO
KLvOOUVODL 1) Kol Y10 YOUNAOTEPO.
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XopTOPLAOKLY LE ATUPOPEC LVGYETIGELS

A

WhigeYetelexi

>

o
H oyéon e€aptatal amd TOV GUVIELEGTY) GLOYETIONG

-1.0<p<+1.0
Eav p =+1.0, ogv givat ovvatn 1N HEL®OT TOV KIVOUVOL

Edav p =—1.0, etvat ouvatr) oAOKAN PN N LELDGT] TOL KIVOUVOV 1130



-

MEGOGC OpO¢ KOl TUTIKT ATTOKALGT] YOPTOPLAAKIO

C | D | E [ F
CALCULATING PORTFOLIO RETURNS
AND THEIR STATISTICS FROM THE FORMULAS

Kellogg
K

Exxon
XOM

Mean

8.31%

13.11%

Variance

0.0139

0.0281

Standard deviation

11.80%

16.77%

Covariance

0.0064

Portfolio mean and standard deviation

Proportion of K
in portfolio

Portfolio
Variance
Var(rp)

Portfolio
standard
deviation

Op

Portfolio
mean

E(rp)

100%

0.0139

11.80%

8.31%

90.0%

0.0127

11.28%

8.79%

80.0%

0.0121

11.00%

9.27%

70.0%

0.0121

10.98%

9.75%

Portfolio expect

|-

-
\

60.0%

0.0126

11.22%

10.23%

50.0%

0.0137

11.71%

10.71%

40.0%

0.0154

12.42%

11.19%

7%

8% 9% 10% 11% 12% 13% 14%

Portfolio standard deviation op

15% 16% 17% 18%

30.0%

0.0177

13.32%

11.67%

20.0%

0.0206

14.36%

12.15%

10.0%

0.0241

15.52%

12.63%

0.0%

0.0281

16.77%

13.11%

Pl

=SQRT(B19)

(1-A19)*$C$6

=A19/2*$B$4+(1—-A19)"2*$CF4+2*A19*

=A19*$B$3+(1-A19)*$CS$3

Benninga and Mofkadi, Principles of Finance with Excel 3e Copyright © 2018 Oxford University Press




TVTO1

Méon andooon YopTOPLVANKIOV:
E(Tp) — xkE(Tk) + xxomE(rxom)
= xxE(re) + (1 — x4) E (o)
[Tapatnpnote T 0€0TEPT YPULLUT TOL TOTOV:

Av &ovue HOVO 0VO0 TEPIOVGLUKE GTOLYELD GTO YOPTOPLAAKLO,
TOTE TO TOGOGTO TOV OEVTEPOV GTOLYEIOV Elval «Eva PHELOV» TO

TOGOGTO TOV TPDTOV:
TEPLOVGLUKO GTOWYEID Xypm = 1 — Xy,

AloKOUOVGT YOPTOPLANKIOV:
Var(r,) = xtVar(r,) + x2omVar(reom) +
Zxkxxomcov(rk» rxom)

Benninga and Mofkadi, Principles of Finance with Excel 3e Copyright © 2018 Oxford University Press

11-32



Xapto@uiakto: 50% K kot 50% XOM

|
|
H

31-12-04
31-12-05
31-12-06
31-12-07
31-12-08
31-12-09
31-12-10
31-12-11
31-12-12
31-12-13

| 6 |
[ 8
9|

Average return, E(r)

Variance of return, Var(r;)=c
Standard deviation of return,c;

20

21 | Covariance of returns, Cov(rk,rxom)

AND STATISTICS

0.50
0.50

Kellogg
19.94%
—0.85%
18.46%

7.14%

—-13.89%
24.58%
—1.05%

2.27%
13.88%
12.57%

8.31%
0.0139
11.80%

<--=1-B2

Exxon

28.03%
11.79%
39.08%
24.29%
-13.10%
-12.61%
10.13%
18.66%
4.70%
20.12%

13.11%
0.0281
16.77%

CALCULATING PORTFOLIO RETURNS

Portfolio
return
23.98%
5.47%
28.77%
15.71%
-13.50%
5.99%
4.54%
10.47%
9.29%
16.35%

10.71%
0.0137
11.71%

<-- =B6*$B$2+C6*$B$3
<-- =B7*$B$2+C7*$B$3

<-- =AVERAGE(D6:D15)
<-- =VAR.S(D6:D15)
<-- =STDEV.S(D6:D15)

0.00577 |<-- =COVARIANCE.P(B6:B15,C6:C15)

Benninga and Mofkadi, Principles of Finance with Excel 3e Copyright © 2018 Oxford University Press
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Epoapuroyn tonov

PORTFOLIO STATISTICS
FOR A KELLOGG—EXXON PORTFOLIO

K
8.31%
0.0139
11.80%
0.0058

Portfolio return and risk
Percentage in K 50%
Percentage in XOM 50%

Expected portfolio return, E(rp) 10.71%
Portfolio variance, Var(rp) 1.34%
Portfolio standard deviation, cp 11.58%

XOM
13.11%
0.0281
16.77%

<-=B9*B3+B10°C3
<-- =B9"\2*B4+B10/2*C4+2*B9"B10"B6
<-=SQRT(B13)

Portfolio returns: Expected return E(r;) and
standard deviation o,

Expected return E(rp)

6%

Portfolio standard deviation
(11.58%) and expected return
(10.71%) from a portfolio invested
50% in K and 50% in XOM.

Standard deviation op

Benninga and Mofkadi, Principles of Finance with Excel 3e Copyright © 2018 Oxford University Press
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XoPTOPLVAAKLO OTTOTEAOVUEVO OTTO
25% ot K kot 75% ot XOM

PORTFOLIO STATISTICS
FOR A KELLOGG-EXXON PORTFOLIO
K XOM
8.31% 13.11%
0.0139 0.0281
11.80% 16.77%
0.0058

Portfolio return and risk
Percentage in K 25%
Percentage in XOM 75%

Expected portfolio return, E(rp) 11.91% <-- =B9*B3+B10*C3
Portfolio variance, Var(rp) 1.89% <-- =B972"B4+B10/2*C4+2"B9"B10"B6
13.73% <-- =SQRT(B13)

Portfolio Returns: Expected Return E(rp) and Standard
Deviation op

Expected return E(rp)

1.5% 12.0% 12.5% 13.0% 13.5%

Standard deviation of return Sp

Benninga and Mofkadi, Principles of Finance with Excel 3e Copyright © 2018 Oxford University Press 11-35



[’ pa@ikn amekovion OAWMV TOV OLVATOV
YOPTOPLACKIOV

Ac vroBécovpe 0Tt petafPdiiovpe 10 T0G06TO TOL X 0md 0% £m¢

100%.

Avt 1 ypouun ovoudCeton Ypopup) KeTovouts yopToPuAUKIO.

Portfolio return and risk
Percentage in K
Percentage in XOM

Expected portfolio return, E(rp)
Portfolio variance, Var(rg)
Portfolio standard deviation, op

PORTFOLIO STATISTICS
FOR A KELLOGG-EXXON PORTFOLIO
K XOM
8.31% 13.11%
0.013¢9 0.0281
11.80% 16.77%
0.0058

50%
50%

10.71% | <— =B9"B3+B10"C3
1.34% < =B9/2'B4+B10/2"C4+2"B9"B10*B6
11.58% | <~ =SQRT(B13)

Portfolio returns: Expected return and

Expected return E(rp)

standard deviation

13% 14% 15%

Standard deviation of return o,

=SQRT(F192"$B$4+
(1-F19)A2*$C$4+2*F19*
(1-F19)*$B$6)

Expected
return

=F19*$B$3+(1-F19)*$C3$3

Benninga and Mofkadi, Principles of Finance with Excel 3e Copyright © 2018 Oxford University Press
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Opioueva yopToPLAGKIO TPOPOVAOC OEV
etval PEATIOTO

Portfolio returns: Expected return and
14 standard deviation

— 13%
o

12%

1%

10%
9%

-
Bl
LU

-

B

3
-—

@

j -
o
2

Qo

@

Q

>
LU

8%

7%
10% 11% 12% 13% 14% 15% 16%

Standard deviation of return op
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-
Kamoleg emAoyec etval o

EVOLOPEPOVGEC!

Portfolio returns: Expected return and
14% standard deviation

13%
12%
11%
10%

9%

—
o
j S
Bl
L
-
=
3
—
QO
j —-—
o
Q
©
Q
o
=
LL

8%

7%
10% 11% 12% 13% 14% 15% 16%
Standard deviation of return cp
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To yapto@LAOKIO EAGYIGTNG
OLOKV LLOVG TG

Minimum variance portfolio

o
-
S
LL
-
-
=
—
2
o
2
o
]
Q.
>
L

7%
10% 1% 12% 13% 14% 15%  16%

Standard deviation of return Cp
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To yapto@LAOKIO EAGYIGTNG
OLOKV LOVGTG: TUTTOC

c [ o T E TJTFJla]
HE EFFICIENT FRON TIEH[

XOom
Average, E(re) and E(ryomu) 8.31% | 13.11%

Variance, Var(r,) and Var(ryom) 0.0139 | 0.0281 ( )_ , ( )
Sigma, o and Gyom 11.80% | 16.77% W = Var(r, XOM Cov(r Kk »Txom
K

Covariance of returns, Cov(rg, )| 0.0058 -
= e e oexou Var (r )+ Var (ryon )—2Cov (rc.ryon )

Minimum variance portfolio—analytic formula
Percentage in K 73.25% <-- =(C4-B86)/(B4+C4—2"B6)
Percentage in XOM 26.75% <--=1-B9

Expected portfolio return, E(rp) 9.59% | <-- =B9*B3+B10"C3
Portfolio variance, Var(rg) 0.0118 | <-- =B9"2*B4+B10/2*C4+2*B9*B10*B
Portfolio standard deviation, op 10.84% | <-- =SQRT(B13) DATA TABLE (headers hidden)
Efficient
Percentage Expected | frontier
in K Sigma | return points

:
2
3
4
5
6
7

[ 8 |

| 9 |

10
11
12
13
14

Expected return and standard deviation of portfolio

return showing efficient frontier <-- Data table header

0.00% 16.77% | 13.11% 13.11%
10.00% 15.48% | 12.63% | 12.63%
20.00% 14.29%| 12.15% | 12.15%
30.00% 13.21% | 11.67% | 11.67%
40.00% 12.30%| 11.19% | 11.19%
50.00% 11.58%| 10.71% | 10.71%
60.00% 11.08%| 10.23% | 10.23%
73.25% 10.84%| 9.59% 9.59%

0.00% 10.90%| 9.27%
8% - [ 90.00% 11.23%| 8.79%
7% . . . . : . . | 100.00% 11.80%| 8.31%

10% 11% 12% 13% 14% 15% 16% 17% This is the portiolio percentage in K
Standard deviation of portfolio return Op that gives the minimum variance
portfolio.

l [ l
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]
ATOTEAEGHATIKO GUVOPO

¢ | b | E
HE EFFICIENT FRON

XOM
Average, E(re) and E(ryom) 8.31% 13.11% , , , ,
Variance, Var(rg) and Var(ryom) 0.0139 | 0.0281 Kotd pkog tov amroteAespaTIKOD GUVOPOL

Sigma, 6 and oxou 1.80% | 16.77% (efficient frontier), (o emmAéov

Covariance of returns, Cov(ry, oy | 0.0058 i i ,
avOUEVORLEVT arOdoon yapTo@LAakiov E(rp)

Minimum variance portfolio—analytic formula r . A& ,

Percentage in K 78125%) <-- =(C4-B6)/(B4+C4-2"B6) SR R RS TNOQAIUG (IR @l ey VDB

Percentage in XOM 26.75% | <-- =1-B9 amOKAON LOPTOPVAAKIOL Op.

T

W | ~|®m|;n|]ua|m]|=

(=]

Expected portfolio return, E(rp) 9.59% | <-- =B9*B3+B10*C3
Portfolio variance, Var(rp) 0.0118 | <-- =B9"2"B4+B10"2*C4+2"B9*B10"B
Portfolio standard deviation, op 10.84% | <-- =SQRT(B13) DATA TABLE (headers hidden)
Efficient
Percentage Expected | frontier
in K Sigma return points

Expected return and standard deviation of portfolio

return showing efficient frontier <-- Data table header

0.00% 16.77% | 13.11% | 13.11%
10.00% 15.48%| 12.63% | 12.63%
20.00% 14.29%| 12.15% | 12.15%
30.00% 13.21%| 11.67% | 11.67%
40.00% 12.30% | 11.19% | 11.19%
50.00% 11.58%| 10.71% | 10.71%
60.00% 11.08%| 10.23% | 10.23%
73.25% 10.84% | 9.59% 9.59%
0.00% 10.90% | 9.27%

I 90.00% 11.23%| 8.79%
[ 100.00% | 11.80%| 8.31%

Expected portfolio return E(rg)

T T 1

1% 12% 13% 14% 15% 16% 17% — - -
o ) This is the portfolio percentage in K
Standard deviation of portfolie return o, that gives the minimum variance

portfolio.

l l
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H onuocio amoteAEcHOTIKOD GLVOPOL

To amoteleopnaTiKO 6OVOPO TEPLAAUPAVEL OAO TO
YOPTOPLAAKLIO TTOV PpickovTon 0€EL0 0O TO
YOPTOPVAAKLO EALAYLGTNC OLOKVUAVOTS

OAec aTEC 01 EMMAOYEC AVTITPOGOTEDOVY EVOLV
ocvupripaocno (trade-off) petaly avapevopevng
0T0000MS KOl KIVOUVOU

2TO OTTOTEAECUOTIKO GUVOPO
YynAotepn avouevouevn omoddoon= Y ynilotepog Kivouvog
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Eniopoon tn¢ cuoyETIoNns 610
OTTOTEAEGUATIKO GOVOPO

| 8 [ ¢ [pleE|JF[] G | H | 1 |
THE EFFECT OF CORRELATION COEFFICIENT ON KELLOGG—-EXXON PORTFOLIOS
In this example, the correlation = 0.50
2 K XOM
Average, E(rk) and E(ryoum) 8.31% | 13.11%
Variance, Var(rg) and Var(ryoy) 0.0139 0.0281
Sigma, ok and oyopm 11.80% |  16.77%
| 6 | Correlation coefficient, py,xom) 0.50  <-- assumption
Covariance, Cov(rg,rxom) 0.01 <--=B6"B5*C5 =SQRT(G12/2*$B%4+(1-G12)/2*
$C$4+2°G12*(1-G12)*$B$7)

The effect of correlation on the K-XOM efficient frontier

In this example, correlation = 0.50 Expected

return
16.77% 13.11%
15.72% 12.63%
14.74% 12.15%
13.86% 11.67%
13.08% 11.19%
12.44% 10.71%
11.95% 10.23%
11.63% 9.75%
9.27%
8.79%
8.31%

El
El

=G12*$B$3+(1-G12)*$C$3
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- s
2voyetion = —1

A B C D E F G H
THE EFFECT OF CORRELATION COEFFICIENT ON KELLOGG—-EXXON PORTFOLIOS
In this example, the correlation = =1.00
K XOM
Average, E(ry) and E(ryom) 8.31% 13.11%
Variance, Var(ry) and Var(ryqgy,) 0.0139 0.0281
Sigma, 6 and oy 11.80% 16.77%
Correlation coefficient, pK, /) —1.00 <-- assumption
Covariance, Cov(rk,rxom) —0.02  <--=B6*B5*C5

1
2
3
4
5
6
7
8
9

The effect of correlation on the K—-XOM efficient frontier
In this example, correlation = -1.00

14% 1 Percentage Expected
13% | in K Sigma return
0.000 16.77% 13.11%
0.100 13.92% 12.63%
1% 1 0.200 11.06% 12.15%
10% 3 0.300 8.20% 11.67%
0.400 5.34% 11.19%
0.500 2.48% 10.71%
0.587 0.00% 10.29%
7% T S 0.650 1.80% 9.99%
0% 1% 2% 3% 4% 5% 6% 7% 8% 9% 10% 11% 12% 13% 14% 15% 16% 17% 0.700 3539, 9.75%
0.800 6.09% 9.27%
0.900 8.95% 8.79%

TMPOGS 0 Kivovvog kat vo. dnpovpyndei Eva yaptopourdxio pe 6 = 0%. 1.000 11.80% 8.31%
(Pvoikd, avTo OTLOVIO. TOUPOIVEL: Ol TEPIOTOTEPES UETOYES EYOVV BTN OVLOYETION.)

12% A

9% A

8% A

Benninga and Mofkadi, Principles of Finance with Excel 3e Copyright © 2018 Oxford University Press



- s
2voyetion = +1

THE EFFECT OF CORRELATION COEFFICIENT ON KELLOGG-EXXON PORTFOLIOS
In this example, the correlation = 1.00
K XOM
Average, E(rK) and E(rXOM) 8.31% 13.11%
Variance, Var(rk) and Var(rXOM) 0.0139 0.0281
Sigma, oK and gXOM 11.80% | 16.77%
Correlation coefficient, pK XOM) 1.00 <-- assumption
| Covariance, Cov(rK,rXoM) 0.02 <--=B6*B5*C5

Olo|N[((O|A[w[N]| =

—_
o

The effect of correlation on the K-XOM efficient frontier
In this example, correlation = 1.00 Percentage Expected

inK Sigma return
0.0 16.77% 13.11%
0.1 16.28% 12.63%
0.2 15.78% 12.15%
0.3 15.28% 11.67%
0.4 14.79% 11.19%
0.5 14.29% 10.71%
0.6 13.79% 10.23%
i i i i . , , 0.7 13.30% 9.75%
11% 12% 13% 14% 15% 16% 17% 0.8 12.80% 9.27%

' ' - 0.9 12.30% 8.79%
Otav 1 cvoyétion petald tov petoydv ival +1, dgv vadpyel Tpomog va 1.0 11.80% 8.31%

ovTIoToOpIoTEL 0 Kivouvoc.
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Xpedypopo

11.5 To Amotelecpatiko X0voAo yia IToAAQ

aTOO00T

>
Op

2KEPTEITE EVAV KOGUO LLE TTOAAQ EMIKIVOLVO TTEPLOVGLOKAL
otoyeio — eCakoAovbovue va ginocte o€ BEon va evromicovue
TO OTTOTEAEGLOTIKO GUVOAO GLUVOLUGLM®MV KIVOUVOU OITOO00CT|G

OLPOP®V YUPTOPVAAKIWV.
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To Amotedeocpatico XOvoAro Yo IToAAG

4
XPEOYPUOU

A

o

Q

QO

B & o

S P
XapToPUAGKIa 0 o
eAAXIOTNG °
6|0(K0p0(\%ngo ° ° o

>
Op

To Tunuo Tov GLVOAOL ELKOUPLOV ETAV® OTTO TO
YOPTOPLVAAKLO EAAYIGTNC OLKOULOVGTG ETval TO

EPIKTO GLVOPO.
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Avakoivooelc, ExmAnéeic ko
Avopevouevec ATO00GELS

H amoooon omotovonmote TitAov amoteAEiTOL 0O OVO
pHepn.

AVOUEVOUEVEC ATTOOOGELC.

Mn avapevouEeVES 1 ETIKIVOLVEC ATTOOOGELC.
‘Evog tpomog yio va ypaweTe TV amod0cT UoC LETOYNG
TOV EMOUEVO UNVO EVOL:

R=R+U

Omnov

R= glval o avapevopevo nEPOC e amdooonG.

U=¢ival 1o un avopevouevo LEPOC tng amdooonc.
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Avakoivooelc, ExmAnéeic ko
Avopevouevec ATO00GELS

Omo100NTOTE OVOKOTVOOT UTOPEL VO, OL0YMPIOTEL GE

OVO0 UEPT, TO TPOPAETOUEVO (1] AVOUEVOUEVO) LEPOC KO

TNV EKTANEN (N UN AvVopUEVOUEVO 1] KOVOTOUIOL):
Avaxoivoon= Avauevouevo uépog + ExmAnén

To avoapevouevo LEPOC OTOIOGONTTOTE ALVOKOTVMOONG

ELVOL TO UEPOC TNC TANPOPOPTIGNG TOV Y¥PNGILLOTOLEL T

oyopd Y10, VoL SLopope®ceL TV TpoPreym, R, TG

aTOO0GNC TNG LETOYNG.

H éxmAnén etvat ot €10116ELG TOL €MNPEACOVY TN UN

wpoPAemouevn amdooon ¢ uetoyne , U.
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Alwopoporoinon ko Kivouvoc
XapTOPLAOKIOD

H o10popomoinem umopel v LELWGEL GTUAVTIKA TN
LETAPANTOTNTA TOV ATOOOGEMV YMPIC 1GOOVVOLN
LELMGCT TOV OVUUEVOUEVOV OTTOOOGEMV.

AVt N LELOOT] TOV KIVOUVOU TTPOKVITTEL ETELON
YEPOTEPEC OTTOOOGELS OO TIC AVOUEVOUEVES EVOC
TEPLOVGLOKOV GTOLYEIOV avTicTOOUCOVTOL OO
KOADTEPEC OTTOOOGELC OTTO TIC AVOLUEVOLEVEC EVOC
aALOV.

()GT0G0, LITAPYEL EVOL ELAYLGTO ETITEOO KIVOVUVOL
OV O0EV UTOpPEL va dlapopomondet, Kot etvon to
CUGTHUOATIKO TUIUA.
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Kivouvoc XaptopuAakiov kot AptOuog
Metoywv

€ €Eva ueYaAo YoOPTOPVAGKLO, Ol OPOL OLEKVUAVOTS
OLAPOPOTOLOVVTUL, CAACL OL OPOL GUVOLUKVUOVOTS
oy

)

Ny

Sy
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Kivouvoc: Zvetnuotikog kot Mn
2 VO TNUATIKOG

O ovoThUATIKOS KIVOLYOS £lvol OTOL0GONTOTE KIVOLVOG ENMNPEALEL Eval
HEYAAO ap1OUO TEPIOVCIOKMV GTOYEI®MV, KAOE Eva GE LEYUADTEPO T
LKpOTEPO Paduo.

O un ocveTyUOTIKOS KIVOVYOS £ivol £vaC KivOUVOG OV EXNPEALEL EOTKA
EVOL LELOVOUEVO TTEPLOVGLOKO GTOLYELO 1 L0l LUUKPT) O UAOX, TTEPTOVGLOKWDV
oTolyElV.

O un ocveTRUOTIKOS KIVODYOS UTOPEL VO O10(pOPOTTOINOEL.

H afefatomro oyetikd pe T1g YEVIKES OTKOVOUIKES GLVONKES, OTMC elvot TO
AEIL ta emtokuo, 1 0 tAN0opiords, amotedel Eva TOPAOELY O,
CUGTHUATIKOD KIVOUYVOU.

Avtifeta,  avokoivoon Hiog eTopeioc oYeTKA Ue pio Likpn arepyio
LITOPEL VoL ETNPEACEL TNV 1010 TNV ETOUPELD 1] OPIGUEVESC AAAES ETAPEIEC KL
AMOTEAEL TOPAOELY IO 4N GOCTHUOATIKOD KIVOOVOU.
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2VVOAIKOC Kivouvog

20voAKOGC Kivouvoc = cuotnuatikog Kivouvog + un
GUGTNUATIKOC KTVOLVOG

H tomikn anoxiion tov amoo0cGE®V VoL LETPO
GUVOALKOD KIVOUVO.

[0 KoAQ O10LPOPOTOINUEVA, YOPTOPUVALKLN, O UN
CUGTHUATIKOS KIVOVUYVOGS EIVOL TTOAD HIKPOG.

2LVVETMC, O GVVOAIKOG KIVOVVOS EVOG
OLA.POPOTTOHUEVOD YOPTOPLAAKIOD EIVOIL OVGLUGTIKA
1GOOVVOLOG LLE TO GVOTHHUOTIKO KIVOUVO.
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BéAtioto Xaptopurokio pe Ileprovoiako
2 To1rEl0 Mnogvikov Kivovvou

>
(o}

ExTtOC amod TI¢ LETOYEC KOl TA, OLOAOYO, CKEPTEITE EVAV
KOGLLO TTOV EYEL EMIGNC ¥PEOYPOPO UNOEVIKOD KIVODVOU,
OTMG EIVOL TO EVTOKA YPOUUUATIO TOL ANUOG1OV.
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11.7 Aqyn xou Xopnynon Aaveiov

Mnoevikov Kivovvovo

> O

Topa o1 EMEVOLTEC PUTOPOVV VO KATOVEILOVY TOL
YPNUOTA TOVG LETOACY TOV EVTOK®OV YPUULOTIOV TOV
ONUOciov Kol EvOC apoPaiov KepoAaiov 1coppomioc.
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AnNyn kol Xopnynon Aaveiov
Mnoevikov Kivoovov

A

otO00

&
L

> Op

Me o0€a1o Eva TEPIOVGLOKO GTOLYEID UNOEVIKOD
KIVOUVOL KO EVIOMIGUEVO TO EPIKTO GUVOPO, ETAEYOLE
TNV YPOUUN KOTOVOUNG KEQAAOIOV UE TNV TLO ATOTOUN
K?\,{GT]. 11-57



11.8 Iocoppomian Ayopac

>

Op
Me gvtomiGuévn T YPOULUT KATAVOUNS KEQPAAXIOV, OAOL Ol ETEVOVTEC
EMAEYOLV EVO, GTLELO EMAV® GTY) YPOUUUY — KATTOL0 GOVOVAGHUO TENLOVGIOKOV
OTOLYELOV UNOEVIKOD KIVOUVOD KOl TOV YAPTOPVAAKIOV ayopds, M. Xe Evav
KOGLLOG LE OUOOYEVEIC TPOTOOKieS, T0 M glvan TO 1010 Yiow OAOVG TOVLG
EMEVOVLTEC,. 11-58



lcoppomia Ayopag

A

%
— C © 100% ,
@) PETOYES
08 Kepdraro
\[3 Iooppomia
3 S
i
o 100%
oporoyo
>

O

To onueio mov emA€yel 0 emevovTtig endved oty I'papun
Kepaiatayopdc eCaptdton amd TNV avoyn Tov 6Tov Kivouvo. To O¢ua

etval 0Tt OAO1 01 ETEVOLTEC Eyovv TV 101 I'papun Kepaiotayopdc.
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Kivovvog otn Alokpdtnomn tov
XopTto@LAOKIOVL AYOPAC

Ot gpevvnteg €YoV 0EiEeEL OTL TO KOAADTEPO UETPO
KIVOOUVOL €VOG YPEOYPAPOV GE EVOL LEYAAO
YOUPTOPLAAKLO €lval 0 GuvteEAEaTNC Pta () Tov
YPEOYPAPOV.

O ocvvtedleotnc PNt LETPAEL TNV AVTOTOKPIGT] TOV
YPEOYPAPOV GTIC KIVIGELS TOV YOLPTOPLANKIOV
ayopac (ONA0OT], GLGTNUATIKOS KIVOLVOC).

3 Cov(R R,,)
" S(Ry)
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]
Extiunon tov B pue IHoAwvopounon

-

3

S

= ©)

>

et

= ° °

% o o o

> ,

2 Kiion = f3.

g 0

< o

o ° Amoooong
> © Ayopag

R;=a;+BR, ¢
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Tomoc Tov Xvvtereotn Bnta

_Cov(Rl.,RM)_ o(R.)
TSR, (R,

IIpopavmc, N EKTIUNGT GOC TOV
ocvvieAeotn PNta Ba eCaptdtor amo
TNV EMAOYN TNG TPOGEYYIGTIKNG
LETAPANTNC TOL YOPTOPLAAKIOV
ayopaC.
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11.9 Xyeon Metacd Kivovvou ko
Avauevouevne Anoooonc (CAPM)

Avapevouevn Amooocn Ayopac:

e Avouevouevn Amoooon MepovouEvov Xpeoypapov

- J
hd

Ayopaio Acpdiicetpo Kivovvov

A0TO epopUOCETOL OE UEUOVWUEVO YPEOYPOPO, TTOD
OLOKPOTODVTIOL O KOAG O10.(0OPOTIOINUEVA. YOPTOPVACKIA.
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Avapevouevn Amdooon VO
XPeOYPapov

AvTOC 0 TOTOC OvoudleTal Y mOoetyua
Amnotiunonc Keparatokaov Xtoryeiov (CAPM):

Ei =RF +BiX(EM —RF)

e _ Bmcoko , Bim . Ayopaio
coypa. r(lm HNOEVIKOD XPpeoypapov OGPAAIGTPO
APESIBEE KIVOUVOL KIVOLUVOL

* Av f3;=0, 10tE N OVOpEVOUEVT OTOOOO EIVOL R
« Av,=1,10t¢ R, =Ry
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2yeon Metacv Kivouvou ko AToooong

A —

3 Ri =Ry +P,x(Rv —Rp)
gE
& 5
= O
3 O R_ _____________________
s M
e

1:.0 B
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2yeon Metacv Kivouvou ko AToooong

A

—
e )
=2 13.5%] ;
o & !
o 2 .
3- 0
S O
< 8 o

3%

>

1:.5 B
B,=1.5 R.=3% Ru=10%
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SML Equilibrium

2. 160ppoTia Kopio LeToyn oev umopel va Bpioketor KAT® amd TV
SML. T'to mopdostypo ot emeVOLTEG VT VoL olYOPAGOUY TNV UETOYN
A, Oo TPOTIWOVG AV VO OUVEIGOVV UEPOC TV YPNUATOV TOVS KoL VO,
EMEVOLGOLV T VTTOAOITA 6T0 XA. Avti va aryopdoovv tnv B Ba
TPOTILOVGAV VO, OUVEIGTOVV KOl VO ELEVOVGOVV GTO XA.

Expected return

Security
Market market line
por tfolio

!

Stock A

beta (/)
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Arbitrage SML

‘Eotow Ry =10% xor Rp=3%
Eniong R, =3% ko B, =0,5
Kot Rg=11% ka1 Bz =1,5
‘Eotow A’ ka1 B’ ta yaptopurdkia eni tTng SML wote - =0,5
Ko P> =1,5
To yaptopvAaxio A’ armoteAeitar and 50% enévovon 610
aAEOYPUPO UNOEVIKOV KIVOUVOL LE amOo0oon Rp=3% kot 70
VITOAOUTO GTO YUPTOPLAGKLO TNG «AYopdc» Le amdooon Ry,
=10%.
Avapevouevn amodoon tov A’ [0,5x 10% +0,5x 3%] 6,5% a1 5,
=0,5, [0,5x1+0,5x0]

2TpotnYIKN arbitrage: mpomwAinon (short sell A) Tov A kot
OAO TO TOGO YPMNGIUOTOIEITAL Y100 aryopd Tov A’ 1171



Arbitrage SML

To yaptopvAiaxio “arbitrage” &yel f=0 [100% x 0,5 -100% x
(0,5), ] ko avapevopevn
amoooon 3,5% [100% x 6,5% - 100% x 3%]. Znuewwote 0TiN
R, = 0a umopovoe va tav 4 1 5% ko mavioe oyt 6,5% yati
101€ Qo NTav tdve otnv SML. H owdwacia Tov arbitrage
onuaivel Ot 1 Tiun Tov A Qo pelmbel Ko 1 aTOO0G™ TOL
cvvakoAovOa Ba avénbel wote va pTdcel 6to 6,5% Kot va
enéADEL 1GoppoTiaL.

[ To yaptopuAdkio B 1oyvetl ot oavellopaote 10 50% evog
1060V 6t0 R =3% ko exévovon tov GLVOAKOV TOGOV
(apyko Kot oavelkd) 6to «M». Ry’ =13,5%,

[1,5% 10% -,5x 3%)] xa By =1,5, [1,5x1-0,5x0]

11-72



Arbitrage SML To CAPM amotelel 6Y£6M 160pPOTTLAG
TOV TILOV/OTO00GEMV TOV 0E10YPAP®V

2Tpatnyikn arbitrage: mponwAinon (short sell B) tov B kot
OAO TO TOGO YpMnoUoTOLEiTAL Y10 Ayopd Tov B’

To yaptopvidkio “arbitrage” &yel =0 [100% x 1,5 -100% x
(1,5), ] ko avapevopevn
amoooon 2,5% [100% x 13,5% - 100% x 11%]. Xnuewvote
ottn Rg=0a uropovoe vafyrav 12 1 13% ko mavimg oyt
13,5% ywoti tote O Nrav mdveo oty SML. H dedikacio Tov
arbitrage onuoivel 0t1 n Ty Tov B Oa petwbet kol n amdooon
T0V cuvaKoAovOa Oa avénbel wote va ptdoel 6to 13,5% kat
vo, enEADeL 1ooppoTia.
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['priyopo KoviC

[Ioc VTOAOYILOVUE TNV AVALEVOLEVT OTTOO0CT] KO
TNV TUTIKT] WTTOKALGT) EVOC LELOVOUEVOD
TEPLOLGLUKOV G6TOLYEIOV; EVvOg yapTtopuAakiov;

[To1d eivar 1 OL0POPA LETAED TOL GLGTNUOTIKOD KOl
TOV LT GLGTNUOTIKOD KIVOOVOU;

[Towd €101 KtvoOVOoL £YOUV GYECT LLE TOV
TPOGOIOPIGUO TNEC AVUUEVOUEVNC OTTOO0CNC;
2KEPTEITE VAL TEPLOVGLOKO GTOLYELO LLE GLVTEAEGT)
BNta 5%, ko ardooon ayopdc 13%.
[Toia etval n avopevoOUEVT] OTO00GT] TOL TEPLOVGLAUKOV
GTOLYELOV?
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Reading and Follow Up

IIpotewvouevn BifAoypapia:
Ross, S., Westerfield, R., Jaffe, J., Xpnuotooucovopuxn tomv
Emyeipnocomv, 2n 'Exooon, Broken Hill 2025 [RWI]- [Keo. 11]

Brealey, R., Myers, S., Allen, F., Apyéc XpnUato01KoVOUIKNG TV
Emyeipnoewv, Utopia 2013 [BMA] - [Keo. 8]

Benninga S. and Mofkadi T., Apyéc Xpnuatoowkovouknge, 1n 'Exooon,
Exooceic Aumhoypagia IKE , [BM] - [Keo. 8,9,10,11]
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