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Use the information in the following table to answer Questions 7 through 10.

As of January | As of December 31
Share Number a}; S.ham Share Number of Sf]::m
Price Ourstanding Price Outstanding
(000%) (0005)
Stock A $22 1,500 $28 1,500
Stock B $40 10,000 $50 10,000
Stock C - 8§34 3,000 $30 3,000

The 1-year return on a price-weighted index of these three stocks is closest ro:
A 12.5%.
B. 13.5%.
C. 18.0%.

The 1-year recurn on an unweighted index of these three stocks using the
arithmeric mean is closest to:

A 12.0%.

B. 12.5%.

C. 13.5%.

The I-year return on a value-weighted index of these stocks is closest to:
A, 12.5%.,
B. 13.5%.
C. 18.0%.

The 1-year return on an unweighted index of these three stocks using the
geometric mean is closest to:

A 12.0%.

B. 13.5%.

28+50+30 36

22+4°+34 =32 =36 Do 1=0125=125%

(2o

Total portfolio value January 1:

[22(1,500) + 40(10,000) + 34(3,000)|(1,000) = $535,000,000

Toral portfolio value December 31:

[28(1,500) +50(10,000) + 30(3,000)|(1,000) = $632,000,000

2 | 01813~18%
535

From a base value of 100, the December 31 index value would be: gi; w100 =118.13
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Figure 1: Market Yield vs. Bond Value for an 8% Coupon Bond
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Figure 4: Yield Curve Shifts
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