Instructions:
· Fill in your answers in the bordered cell in the "Excel Homework2.xlsx"; make sure that you complete all the two spreadsheets. 
· Please name your file as “Excel Homework2_First Name_Last Name” and upload your excel file as "xlsx" or "xls" onto the online assignment.

Excel Homework 2
Write down the last digit of your student ID: ______
If the last digit of your ID is an odd number, please use Microsoft as the stock for the following analysis.
If the last digit of your ID is an even number, please use John Deere as the stock for the following analysis.

1. Calculate the sample mean, standard deviation for the following assets: [2 pts]
· 3-month Treasury bills (T-bills)
· 10-year Treasury bonds (T-bonds)
· The stock as aforementioned 
2. In practice, we would consider T-bills as a risk-free asset; that is to say, we’ll treat the sample mean of T-bills as the risk-free interest rate.
Calculate the risk premium and the Sharpe ratio for the T-bonds and the stock. [1 pts]
3. Calculate the correlation between the T-bonds and the stock. [1 pt]
4. You would hold a portfolio between the T-bonds and the stock. Please tabulate the expected return and the standard deviation for this portfolio given the different proportions of investments in the stock and the T-bonds. [2 pts]
5. Calculate the Sharpe ratio for this portfolio under each scenario (i.e. fill in column F in spreadsheet 2). [2 pts]
6. What is the proportion of your investments in each asset for the optimal risky portfolio (i.e. the portfolio with the highest Sharpe ratio)? 
And, what is the highest Sharpe ratio? [2 pt] 
[bookmark: _GoBack]For this question, I’d encourage you fine-tune the investment weights in order to find the exact portfolio of the highest Sharpe ratio.

