WebCT Quiz Grading

Name: lan Giddy

|Attempt: 1 Max. Score: 18

Started: Dec 11, 1998 7:47| Finished: Dec 11, 1998 7:49 Time Spent: 2 min., 14 sec,

\ Student Finished 7 hrs., 57 min., 46 sec. ahead of the 480 min. Time Limit.

Updat e G ade | Reset Attenpt
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Question 1 (1 marks)

Define "holding period return”

Student Response:

Correct Answer:

Rate of return over as given holding period, measured as

HPR=(End Price - Start price + Interim payments)/Start price

Mark:'o—

Comments:

Question 2 (1 marks)

Suppose a share of DEC had an initia price of $62 per share, paid a dividend of $1.25 per share

during the year, did a 2-for-1 stock split and had an ending share price of $35.

Compute the percentage total return.

100.0%
0.0%
0.0%
0.0%

A WDN PP

. 14.9%
. 18.7%
. -23.8%
. -41.5%

Score: 0.0/ 1.0 (Question not answered)

OverrideMark:I

Comments:
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Question 3 (1 marks)
Define "the risk-free rate"
Student Response:
Correct Answer:

The interest rate that can be earned with certainty. Often assumed to be the T-bill rate.

Mark:'o—

Comments:

Question 4 (1 marks)

What is the relation between standard deviation and variance?

0.0% 1. Varianceisthe square root of standard deviation.
100.0% 2. Varianceisthe square of standard deviation.
0.0% 3. Neither.

Score: 0.0/ 1.0 (Question not answered)

OverrideMark: I
Comments:

Question 5 (1 marks)
Apart from variance or standard deviation, what other measure might investors use to guage risk?

Student Response:
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Correct Answer:

Semi-variance

Shortfall risk (relative to a fixed return such as today's T-bill rate)
Shortfall risk (relative to a moving target such as the inflation rate)
Underperfomance risk (relative to an achievable benchmark portfolio)

Mark:'o—

Comments:

Question 6 (1 marks)

If we can assume that the probability of stock returnsis normal, Expected Return and Standard
Deviation are adequate to characterize the distribution.

100.0% 1. True
0.0% 2. Fase

Score: 0.0/ 1.0 (Question not answered)

OverrideMark: I
Comments:

Question 7 (1 marks)

When we measure historical standard deviation, each outcome is taken as equally likely and given a
probability of 1/n.

100.0% 1. True
0.0% 2. Fase

Score: 0.0/ 1.0 (Question not answered)

OverideMark: I
Comments:
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Question 8 (1 marks)

Define the "capita dlocation line."
Student Response:

Correct Answer:

Plot of risk-return combinations available by varying portfolio alocation between arisk-free asset and
arisky portfolio.

Mark:'o—

Comments:
[—
[

Question 9 (1 marks)

Define the "reward-to-variability" ratio.

Student Response:

Correct Answer:

Ratio of risk premium to standard deviation.

Mark: IO

Comments:
[—
[

Question 10 (1 marks)

Suppose a share of Fort James, Inc., had an initia price of $62 per share, paid adividend of $1.25 per
share during the year, and had an ending share price of $45.
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Compute the percentage total return.

0.0% 1.-12.8%
0.0% 2.-18.7%
0.0% 3.-23.8%
100.0% 4. -25.4%

Score: 0.0/ 1.0 (Question not answer ed)

OverrideMark: I
Comments:

Question 11 (1 marks)

In the Fort James problem, what was the dividend yield?

100.0% 1. r(d) = 2.02%
0.0% 2. r(d) = 4.02%
0.0% 3. r(d) = -2.2%
0.0% 4. r(d) = 36.1%

Score: 0.0/ 1.0 (Question not answered)

OverrideMark: I
Comments:

Question 12 (1 marks)

In the Fort James problem, what was the capital gainsyield?
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0.0% 1.r(c) = 14.48%
100.0% 2. r(c) =-27.42%

0.0% 3.r(c) =-14.48%

0.0% 4. r(d) =-30.27%

0.0% 5. A different percentage.

Score: 0.0/ 1.0 (Question not answered)

OverrideMark: I
Comments:

Question 13 (1 marks)

Y ou've observed the following returns on Traveler's stock over the past five years: 6 percent, -10
percent, 4 percent, 23 percent, and 12 percent.

What was the average return on Traveler's stock over this five-year period?

0.0% 1.r=6%
100.0% 2.r=7%
0.0% 3.r=8%
0.0% 4.r=9%

Score: 0.0/ 1.0 (Question not answered)

OverrideMark: I
Comments:

Question 14 (1 marks)

Y ou've observed the following returns on Traveler's stock over the past five years: 6 percent, -10
percent, 4 percent, 23 percent, and 12 percent.

Using the data, what was the variance of Traveler's returns over this period?
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100.0% 1. var =.01450
0.0% 2. var =.1550
0.0% 3. var =.1600
0.0% 4. var =.1650
0.0% 5. var=.1450

General Feedback:

To find the variance, first find the mean. The variance is calculated from the sum of the squared
deviations from the mean, as shown in examples in the textbook.

Score: 0.0/ 1.0 (Question not answer ed)

OverideMark: I
Comments:

Question 15 (1 marks)

Y ou've observed the following returns on Traveler's stock over the past five years: 6 percent, -10
percent, 4 percent, 23 percent, and 12 percent.

Using the data, what was the standard deviation of Traveler's returns over this period?

0.0% 1. sd=9.04%

0.0% 2.sd=10.04%

0.0% 3.sd=11.04%
100.0% 4. sd =12.04%

Score: 0.0/ 1.0 (Question not answer ed)

OverrideMark: I
Comments:

Question 16 (1 marks)
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Y ou've observed the following returns on Traveler's stock over the past five years: 6 percent, -10
percent, 4 percent, 23 percent, and 12 percent. Suppose the average inflation rate over this period was
3.5 percent and the average T-hill rate over the period was 3.8 percent.

What was the average real return on Traveler's stock?

0.0% 1. r(red) =2.24%
0.0% 2. r(rea) =2.86%
100.0% 3. r(real) = 3.38%
0.0% 4. r(red) =4.24%

Score: 0.0/ 1.0 (Question not answered)

OverrideMark: I
Comments:

Question 17 (1 marks)

Long-Term Returnsand Risksin the US Market

1926 - 1996
Series Std Dev'n (% Return %

Lar ge- conpany st ocks

Smal | - conpany st ocks
Long-term cor porate bonds
Long-term gover nment bonds

I nt er nedi at e-t erm gover nment bonds
U S. Treasury bills

Inflation

NN
~~
W

Wwoo o=
NS DO

DWUT©oWwN
PLRWOTOORON
CwoN~- -

Suppose the returns on long-term government bonds are normally distributed. Based on the historical
record, what is the approximate probability that your return on these bonds will be less than 4 percent
inagiven year?

0.0% 1. probability = 1/8
100.0% 2. probability = 1/6
0.0% 3. probability = 1/4
0.0% 4. probability = 1/2

Score: 0.0/ 1.0 (Question not answer ed)
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OverrideMark: I
Comments:

Question 18 (1 marks)

Long-Term Returnsand Risksin the US Market

1926 - 1996
Series Std Dev'n (% Return %

Lar ge- conpany stocks

Smal | - conpany st ocks
Long-term cor porate bonds
Long-term gover nment bonds

I nt er nedi at e-t erm gover nment bonds
U S. Treasury bills

Inflation

NN
~~
W

Wwoo o=
NS DO

DWUT©oWN
PLRWOTOORON
CTWwoN~N- -

Suppose you invest in small-company stocks and that their returns are normally distributed. Based on
the historical record, what is the approximate probability that your money will doublein valuein a
single year?

100.0% 1. probability = .0001

0.0% P 2. probability = .001
Tolearn about calculating the probability of a particular return using Excel,
download thefile prob.xls

0.0% 3. probability = .0013
0.0% 4. probability =.013

Score: 0.0/ 1.0

OverrideMark: I
Comments:

Quiz Mark Adjustment: I
General Quiz Comments:
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[

4
Total Score: 0.0/ 18 = 0.0%

Updat e G ade | Cancel |

http://homebrew.cs.ubc.ca:8900/SCRIPT/Financ.../mark_quiz?874375465+MARK +igiddy+1+ 10/16/99



