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Question Answer 

Lecture Time 
Q. No Page no. Book Q. No Page no. Book 

18 51 CW Q BOOK 18 93 CW ANS BOOK 00:00:30 TO 00:10:56 
24 52 CW Q BOOK 24 97 CW ANS BOOK 00:10:57 TO 00:11:56 
8 33 HW Q BOOK 8 93 HW ANS BOOK 00:11:57 TO 00:12:31 

10 33 HW Q BOOK 10 94 HW ANS BOOK 00:12:32 TO 00:22:46 
11 33 HW Q BOOK 11 94 HW ANS BOOK 00:22:47 TO 00:24:40 
EQ - - - - - - 
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EXTRA QUESTION 
 
Question:  
 

An investor has decided to invest Rs. 1,00,000 in the shares of X Ltd. and Y Ltd. The desired returns 

from the shares of the two companies along with their probabilities are as follows:  

Probability X Ltd (%) Y Ltd (%) 

0.20 -5 15 

0.50 10 25 

0.30 15 -10 

You are required to:  

i. Calculate the risk and return of investment in individual shares.  

ii. Compare the risk and return of these two shares with a portfolio of these shares in equal 

proportions. 

iii. Find out the proportion of each of the above shares to formulate a minimum risk portfolio. 

 

Answer: 

i.   
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ii. In order to find risk of portfolio of two shares, the covariance between the two is necessary 

here. 

  

  

 

Risk of the portfolio is reduced by combining two shares.  
iii. For constructing the minimum risk portfolio the condition to be satisfied is 

  
rXY= Coefficient of Correlation between X Ltd. and Y Ltd.  

Cov. XY = Covariance between X Ltd. and Y Ltd.  

Therefore, 
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ii. In order to find risk of portfolio of two shares, the covariance between the two is necessary 

here. 

  

  

 

Risk of the portfolio is reduced by combining two shares.  
iii. For constructing the minimum risk portfolio the condition to be satisfied is 

  
rXY= Coefficient of Correlation between X Ltd. and Y Ltd.  

Cov. XY = Covariance between X Ltd. and Y Ltd.  
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