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Two Stock Portfolio
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Portfolio Computation

Financial Modeling with Excel

Stock S
25%
20%

0.11
0.89 <-- =1-B8
23.46% <-- =B8*B3+B9*C3
18.36% <-- =SQRT(B8A2*B4N2+BIA2*C4N2+2*B8*BI*B5*B4*C4)
Expected Return Standard Deviation Variance Coefficient Of Variation Stock C and Stock S (Expected Return vs. Standard Deviation)
23.46% 18.36% 0.03371845 78.27% 45.00%
39.00% 38.28% 0.1465 98.14%
37.60% 36.31% 0.131845 96.57% 40.00%
36.20% 34.36% 0.11808 94.92%
34.80% 32.44% 0.105205 93.20% 35.00%
33.40% 30.53% 0.09322 91.41%
32.00% 28.66% 0.082125 89.55% 30.00%
30.60% 26.82% 0.07192 87.64% -
29.20% 25.02% 0.062605 85.69% 2 25.00%
27.80% 23.28% 0.05418 83.73% 2
26.40% 21.60% 0.046645 81.81% ®
25.00% 20.00% 0.04 80.00% § 20.00%
23.60% 18.51% 0.034245 78.41% s
22.20% 17.14% 0.02938 77.21% 15.00%
20.80% 15.94% 0.025405 76.63%
19.40% 14.94% 0.02232 77.01% 10.00%
18.00% 14.19% 0.020125 78.81%
16.60% 13.72% 0.01882 82.64% 5.00%
15.20% 13.57% 0.018405 89.25%
13.80% 13.74% 0.01888 99.57% 0.00%
12.40% 14.23% 0.020245 114.75% 0.00% 5.00% 10.00% 15.00% 20.00% 25.00% 30.00% 35.00% 40.00%
11.00% 15.00% 0.0225 136.36% Expected Return
Stock C and Stock S (Expected Return vs. Standard Deviation vs. Variance vs. Coefficient of Variation)
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UCSD Extension

45.00%

45.00%



Stock C Stock S Average portfolio return Coefficient of Variation
Expected Return 11% 25%
Standard Deviation 15% 20% = E(1) = wiE(ry) + woE(1) 2
Correlation 0.3 %
CV=-—
where Im|
Weight Stock C 100% 80% 60% 40% 20% 0% w; = weight of first stock
; = weight of 2nd stock
Weight Stock S 0% 20% 40% 60% 80% 100% wp = weight of 2nd stoc \/le o2 + wiad + 2wyw,Covy,
. . cv
Variance of portfolio return |E(rp) = wE(r) + WzE(Tz)|
o= wiof + wiof + 2wyw,Cov,,
Standard Deviation of portfolio return
Formulas
Expected Standard . . - . Coefficient Of
Weight Xpecte ar.\ ;?r Variance Coefficient Of Variation Expected Return Standard Deviation Variance oe |.c|e.n
Return Deviation Variation
100% 11.00% 15.00% 0.0225 136.36% B6*S$BS2+B7*$CS2 SQRT(B672*$B$3/2+B7/2*SCS3/2+42*B6*B7*SBS4*SBS3*$CS3) C1972 C19/abs(B19)
80% 13.80% 13.74% 0.01888 99.57% C6*$BS$2+C7*5CS2 SQRT(C6"2*$B$3/2+C7/2*SCS3M2+2*C6*C7*SBSA*SBS3*S$CS3) C2072 C20/abs(B20)
60% 16.60% 13.72% 0.01882 82.64% <------m---m- D6*$B$2+D7*S$CS2 SQRT(D6A2*$B$3/2+D7/2*S$C$3/2+2*D6*D7*SBS4*SBS3*SCS3) C2172 C21/abs(B21)
40% 19.40% 14.94% 0.02232 77.01% E6*SBS2+E7*$CS2 SQRT(E6/2*SBS3/2+E7/2*SCS3M2+2*E6*E7*SBS4*SBS3*S$CS3) C2272 C22/abs(B22)
20% 22.20% 17.14% 0.02938 77.21% F6*SBS2+F7*SCS2 SQRT(F6/2*SBS3A2+F7/2*SCS3M242*F6*F7*$SBS4*SBS3*SCS3) C2372 C23/abs(B23)
0% 25.00% 20.00% 0.04 80.00%  <------------ G6*SBS$2+G7*$CS2 SQRT(G6M2*S$BS3/2+G7/2*$CS3/2+2*G6*G7*SBS4*SBS3*SCS3) C2472 C24/abs(B24)
Expected Returns vs. Standard Deviations Expected Returns vs. Coefficient of Variation Expected Returns vs. Variance
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