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5.1 Loi suat
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Holding Period Return

HPR=L"L:* D,
P,

P, = Beginning Price

P, = Ending Price
D, = Cash Dividend
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Rates of Return: Single Period

Example
Ending Price = 24
Beginning Price = 20
Dividend = 1

HPR = (24 - 20 + 1)/ ( 20) = 25%
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Po lwdng loi suat dau tw trong nhiéu
Y
1D Can biét mét quy hoat ddng nhuw thé
nao trong 5 nam vwa qua

1 Trong trwdng hop nay do lwong loi suat
hol mo ho
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Rates of Return: Multiple Period
Example Text (Page 128)

Data from Table 5.1
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TABLE'S.]

Quarterly cash flows
and rates of return Assets under management
of a mutual fund at start of quarter ($ million)

Holding-period return (%)
Total assets before net inflows
Net inflow ($ million)*

Assets under management at
end of quarter ($ million)
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Lo suat binh quan s6 hoc va hinh hoc
Arithmetic and Geometric Averaging

S6 hoc (Arithmetic)
.= +rh+rn+...r)/n
r,.=(10+ .25 - 20+ 25)/4
= .10 or 10%
Hinh hoc (Geometric)
rg = {[(141)) (1+1,) .. (1+r )]} - 1
r, = {[(1.1) (1.25) (.8) (1.25)]} V- 1
= (1.5150) "4-1 = .0829 = 8.29%
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Loi suat binh quéan theo ti trong
Dollar Weighted Returns

Suat hoan von néi bé
Internal Rate of Return (IRR) —

Mic loi suat chiét khau lam cho PV clia cac dong tién
trong twong lai bang so tién dau tw

Xem xét dén nhirng thay doi trong so tién dau tw

Dong tién dau tw ban dau la mét outflow

Gia tri Ending value duwoc xem la moét inflow

Cﬁc khoan dau tw thém (Additional investment) la dong
tien am

Cac khoan giam tién dau tw la dong tién dwong
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Dollar Weighted Average
Using Text Example (Page 128)

Net CFs 1 2 3 4
$ (mil) .01 05 08 1.0
. . " £/ I ——

"1+IRR  (1+IRR)}* (+IRR} (+IRR)’
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Cach yét lai suat
Quoting Conventions

APR = annual percentage rate

Loi suat thwdng nién
(periods In year) X (rate for period)

—AR = effective annual rate
_oi suat thwdng nién hiéu qué

( 1+ rate for period)Feriods peryr _ 1
Example: monthly return of 1%

A

D)

=A

R=1% X12=12%

R=(1.01)12-1=12.68%
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Suppose vou buy a Treasury bill maturing in one month for $2,900. On the bill's maturity date,
FP & 1’ F. g # I, i

you collect the face value of $10,000. Since there are no other interest payments, the holding
period return for this one-month investment is:

Initial price 59 200

The APR on this investment is therefore 1.01% X 12 = 12.12%. The effective annual rate is
higher:
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5.2 Ruil ro va mue bu rui ro
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Phan tich kich ban (Scenario Analysis)
va phan b xac suat

1) Gia tri trung binh (Mean): Gia tri xay ra
nhiéu nhat most likely value

2) Phwong sai va dd léch chuan (Variance
or standard deviation)

3) DO nghiéng (Skewness)

* If a distribution Is approximately normal,
the distribution Is described by
characteristics 1 and 2
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Normal Distribution

r
Symmetric distribution

T
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Skewed Distribution: Large Negative
Returns Possible

Median

Negative r Positive
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Skewed Distribution: Large Positive
Returns Possible

Median

Negative r Positive
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Po lwdng loi suat binh quan:
Scenario or Subjective Returns

Subjective returns

E(r) =, p(s)r(s)

p(s) = Xac suiat xay ra kich ban
r(s) = Loi suat khi xay ra kich ban 1 to s
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Numerical Example: Subjective or
Scenario Distributions

State Prob. of State lin State

1 &l -.05
2 2 .05
3 4 A
4 2 25
5 i 35

E(r) = (.1)(-.05) + (.2)(.05)...+ (.1)(.35)
E(r) =.15 or 15%
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Do Iwdng phwong sai / dd phan tan loi suat
Measuring Variance or Dispersion of Returns

Subjective or Scenario

Var(r) = Y. p(s)[r($) = E ()]

SD(r) = o = \[Var(r)
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Measuring Variance or Dispersion of
Returns

Using Our Example:

Var =[(.1)(-.05-.15)2+(.2)(.05- .15)2...+ .1(.35-.15)2]
Var=.01199
S.D.=[.01199]"2 = .1095 or 10.95%
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Mtrc bu rui ro (Risk Premiums)
va su than trong vai rui ro (Risk Aversion)

1 M(rc d6 rli ro ma nha dau tw chap nhan dé bé
tién ra dau tu
— Risk aversion

1 If T-Bill denotes the risk-free rate, r;, and

variance, @2 , denotes volatility of returns
then:

The risk prem| f a portfolio I1s:
T 2
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Mtrc bu rui ro (Risk Premiums)
va su than trong vai rui ro (Risk Aversion)

1 To guantify the degree of risk aversion with
parameter A:

1
E(r,)—r, = EAO';
B Or
= E(FP)_rf
1,

2
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The Sharpe (Reward-to-Volatility) Measure
Chi s6 Sharp

portfolio risk premium

S P
standard deviation of portfolio excess return

_ E(?’F)—?'f
o

F
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5.3 So liéu trong qua khir
THE HISTORICAL RECORD
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Annual Holding Period Returns
Lol suat cho giai doan dau tw tinh theo nam

From Table 5.3 of Text

Geom. Arith. Stan.
Series Mean% Mean% Dev. %
World Stk 9.80 11.82 18.05
S g St 10,23 12.19 20.14
JS Sm Stk 12.43 18.14 36.93
Wor Bonds 5.80 6.17 9.05
LT Treas. 5.35 5.64 3.06
T-Bills 8.12 3.107 3.11
Inflation 3.04 3.13 A2

0-20


http://cuuduongthancong.com?src=pdf
https://fb.com/tailieudientucntt

Loi suat thang dw trong giai doan dau tw tinh theo n&m

Annual Holding

Period

—xcess Returns

From Table 5.3 of Text

Risk Stan.  Sharpe

Series Prem. Dev.% Measure
World Stk 7.96 16387 0.41
JS Lg Stk 3.42 20.42 0.41
JS Sm Stk 14.37 37.53 0.38
VWor Bonds 240 8.92 .27
LT Treas 1.88 7.87 0.24

027
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Figure 5.1 Frequency Distributions of Holding
Period Returns gesesr o

Frequenney distribution o

anngal I"FQE._ |:b|;-:-ﬁ ',:'L:':l!"l

Geometric Mean = 12.43%
Arithmetic Mean = 18.14
Standard Deviation = 36.94

Large stocks

Geametric Mean
Arthmetic Mean
Standard Deviation

Geometric Mean = 5.35%%
arithmetic Mean = 5.64
Standard Deviation = 8.06

Geometric Mean = 3.72%
Arithmetic Mean = 3.77
“tandard Deviation = 3.11
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Figure 5.2 Rates of Return on Stocks,
Bonds and T-Bills

FIGURE 5.2
Rates of return on

stocks, bonds and 1-bills,

1926-2006
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Figure 5.3 Normal Distribution with
Mean of 12% and St Dev of 20%

FIGURE 5.3
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5.4 Lam phat va lii suat thue te

INFLATION AND REAL RATES OF
RETURN
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L&i suat danh nghia va lai suat thwe té
Real vs. Nominal Rates

Fisher effect: Approximation

nominal rate = real rate + inflation premium
R=r+1orr=R-I

Example r= 3%, 1=6%
R=9%=3%+6% or 3% =9% - 6%
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Lai suat danh nghia va lai suat thuc té
Real vs. Nominal Rates

Fisher effect:

1+ R

1+7 = Or:
1+
R—i
b=
1+

2.83% = (9%-6%) / (1.06)
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Figure 5.4 L&i suat, lam phat, va lai suat thuc té
Interest, Inflation and Real Rates of Return

FIGURE 5.4
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5.5 Phan bo tai san cho cac danh muc ¢6
rui o va phi rui ro

ASSET ALLOCATION ACROSS RISKY
AND RISK-FREE PORTFOLIOS
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Phan b von

1 Possible to split investment funds
between safe and risky assets
1 Risk free asset: proxy; T-bills

1 Risky asset:. stock (or a portfolio)
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Phan bo von
Allocating Capital

1 Cac van dé can xem xét
— Moi quan hé danh déi gilra loi suat va rui ro Examine
risk/ return tradeoff

— M6 ta nhirng mirc d6 than trong vai rui ro khac nhau
sé anh hwong nhuw thé nao dén viéc phan bo nguodn
llre vao tai san c¢é rdi ro va phi rdi ro
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Tai san co rui ro
The Risky Asset:
Text Example (Page 143)

Total portfolio value = $300,000
Risk-free value = 90,000
Risky (Vanguard and Fidelity) = 210,000
Vanguard (V) = 54%
Fidelity (F) =46%
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The Risky Asset:
Text Example (Page 143)

AT
300, 000
90,000
300,000

= 0.7(nisky assets, portfolio P)

1

= 0.3(nisk-free assets)

1-y

Vanguard 113,400/300,000 = 0.378
Fidelity 96.600/300.,000 = 0.322
Portfolio P 210,000/300,000 = 0.700

Risk-Free Assets /7 90,000/300,000 = 0.300
Portfolio C 300,000/300,000 = 1.000
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Calculating the Expected Return
Text Example (Page 145)

rf — 70A) Gl'f — OOA'.I
E(r,)=15% o, =22%

Vv=%Inp (1-y)=%inr;
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LV QUL VY VUV T VG vQGl T TG

Expected Returns for Combinations

E(rc) = yE(ry) + (1 -y)r;

r. = complete or combined portfolio

For example,y =.75
E(r.) =.75(.15) + .25(.07)
=.13 or 13%
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Figure 5.5 Tap hop céc danh muc dau tw khi két hop voi
m&t tai san phi rui ro Investment Opportunity
Set with a Risk-Free Investment

__ CAL = Capital
_ . allocation
- 1 - line
y=1.

E{f‘lp) —.r‘f = E'}fﬂ

E(rp) = 15% _ .}

ry=7%t
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Phuwong sai cua cac danh muc cé thé d
Variance on the Possible Combined

Since o = (0, then

GC = ycp

Portfolios

roc thiét 1ap
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Khi két hop ma khéng sir dung don bay tai chinh
Combinations Without Leverage

If y = .75, then
6. =.75(.22) = .165 or 16.5%

Ify = 1
c. =1(.22) = .22 or 22%
e

G. =0(.22) = .00 or 0%
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ol Aung aon pay tal cninn vo'l awong AL
Using Leverage with
Capital Allocation Line

Vay tien & mure 13i suat phi rui ro va dau tw
vao co phiéu

Borrow at the Risk-Free Rate and invest in
stock

Using 50% Leverage
r.=(-.9) ((07) + (1.5) (.15) = .19

6. = (1.5) (.22) = .33
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Sw than trong v&i rdi ro va viéc phan bd von
Risk Aversion and Allocation

1 Cang than trong vai rui ro thi dau tw vao tai san phi rai ro
cang nhiéu
— Greater levels of risk aversion lead to larger proportions of the
risk free rate

1 Cang it than trong v&i rdi ro thi cang dau tw nhiéu vao
cac danh muc tai san coé rui ro

— Lower levels of risk aversion lead to larger proportions of the
portfolio of risky assets

1 Khi chap nhan rui ro cao dé dat dwoc loi nhuan cao thi
dan dén nhirng sw két hop c6 st dung doén bay

— Willingness to accept high levels of risk for high levels of returns
would result in leveraged combinations
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5.6 Cac chién lwge dau tu thu dong va
duong thi truong von

PASSIVE STRATEGIES AND THE
CAPITAL MARKET LINE

5.47


http://cuuduongthancong.com?src=pdf
https://fb.com/tailieudientucntt

Table 5.5 Average Rates of Return,
Standard Deviation and Reward to
Variablility

TABLE 5.5

Average excess rate of
return, standard devia- 19261946
tions and the reward-to- RV iyMREely3
volatility ratio of large 1967—1986
common stocks over :
one-month bills over 1987-2006
1926-2006 and various [k 926-2006
subperiods

Source: Datan Table 5.3,

Excess Return (%)

Average sD

8.36 27.98
1272 18.05
4.14 1/.44
8.4/ 16.22
8.42 20.42

Sharpe Ratio

0.30
0.70
0.24
0.52
0.41
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Loi ich va chi phi clia viéc dau tw thu déng
Costs and Benefits of Passive Investing

1 Céac chién lvoc dau tw chd déng kéo theo nhiéu
chi phi
— Active strategy entails costs

1 Loiich cua nguoi di theo dam déng
— Free-rider benefit

1 M4t trong céc hinh thire dau tw thu déng l1a Bau
tw vao 2 danh muc thu dong

— Short-term T-bills

— QuY dau tw vao cb phiéu thuwdng dua theo chi so thi
trrong (Fund of common stocks that mimics a broad
market index)
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