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The Risk-Return Trade off 

 

19. What is the difference between expected payoff and expected return? Provide 
an example. 

20. What is the risk premium? Provide an example. 

21. How diversification reduces the risk? 

22. What is a beta? How to calculate beta of a portfolio?  

23. What is an utility function? How to calculate it?  

24. What do you understand by complete portfolio? How to calculate complete 
portfolios expected return and standard deviation?  

25. Give definition and formula of the slope of Capital Allocation Line. 

 


