PORTFOLIO MANAGEMENT
Return of an Individual Security -  (Mean)
Risk of an Individual Security – 
WITH PROBABILITY – 
Return of an Individual Security –  Prob * Ret 1 + Prob * Ret 2 ……..
Risk = 
CORELATION: -1 = Max Risk Reduction     +1 = No Risk Reduction
OPTIMUM PORTFOLIO PROPORTION (i.e. to reduce risk to 0)
Px = 	 
CORELATION: 
COEFFICIENT OF CORELATION = 
Covariance = Without Probability = 
With probability = 
Characteristic Line of a Stock = 
Cal of ; 
Systematic Risk = * or 
Unsys Risk = Total Risk – Sys Risk or Total variance of security return – Sys Risk
MARKOWITZ THEORY = Lowest Risk Portfolio = 
: 
Efficiency Frontier: Efficient Security = More Return→ 4 Same Risk
				        Or More Return→ 4 less Risk
				        Or Same Return→ 4 less Risk
Return from Mutual Fund = 
Capital Asset Pricing Model (CAPM) = 
:    or           or      or 
Pricing of securities – A check on under or Over Pricing
SML Ke			Expected Ke		Under or Over Pricing
↑			       ↓				Over Priced
↓			       ↑				Under Priced

:
ARBITAGE PRICING THEORY (APT) = Rf + 
Where Rp = Risk Premium
Levered and Unlevered 
Unlevered Firm						Levered Firm
(No Debt – All Equity)					(Debt and Equity)
: ;                                 
Equity Beta Means  and Asset beta means 
Proxy 
Mutual Fund Return (MFR) = + Recurring Charges
Net Asset value (NAV) = 
Mutual Fund Index: Sharpe Index = 
Treynor Ratio = 
Fama Model – I) Mutual Fund Risk Premium = Return – Rf
	            ii) MF Theoretical Risk Premium = (Rm – Rf) 
Morning Star (*) Index = Ret – Risk of Loss
Jenson’s Alpha = Expected Return – SML Return (i.e. SML Ke)
FRONT END LOAD: Sale Price = NAV (1+Front End Load %)
Re- purchase price = NAV(1-Back End Load%)
 In Sensex Problems: Initial Margin = µ + 3 where µ is the Daily Absolute Change (will be given in the Q) 
Compute Initial Margin, Margin Amount and Call amount etc

