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Topic 1: Why is it so common to use historical financial data to estimate future market betas?
In modern economic times, the market constantly fluctuates at different rates. For this reason, it may be hard to predict the market future most accurately. However, we have a choice of using historical financial data in predicting the future market betas. The historical financial data provides us with guidelines and gives us an insight into the market trends in individual stocks and indexes. This at least helps in the prediction of the near future. Beta is used in measuring the volatility of individual stock according to how it relates to the overall market. The overall market is expressed as 1. Basing on the stock's historical financial data, we can determine the beta from which we can tell the risk venturing in a business considering the current market. 
Topic 2: Assume that you have invested half of your wealth in a risk-free asset A and half in a risky portfolio B. Is it theoretically possible to lower your portfolio risk if you move your risk-free asset holdings (A) into another risky portfolio C? In other words, can you ever reduce your risk more by buying risky security than by purchasing a risk-free asset?
Yes. Theoretically, it is possible to lower your portfolio's risk. Adding another riskier stock portfolio to the already existing one and adequately diversifying them may help offset the likely risk of combined portfolios. It would help minimize the risk of loss, and it would be a better choice than to leave the invested money in risk-free asset holdings. In such risk-free asset holdings, you will lose more long-term because of not investing and inflation. Diversification is dependent on imperfect correlation in investments. It is helpful to the investors because it helps in the reduction of collective portfolio risk. According to Welch (2017), things are possible with imperfect correlation. 
Topic 3: Describe the fundamental assumptions underlying the Capital Asset Pricing Model (CAPM).
The Capital Asset Pricing Model (CAPM) theoretical has some underlying assumptions, which are;
· Investors focus on only one-period future expectations. 
· Investors operate with the current market prices and have no power to influence the market on their own.
· There exists a rate that is free of risk, which investors can either borrow or lend money.
· Investors are opposed to risk.
· Transaction costs and taxes are irrelevant in this model. 
· Investors can readily access any information because it is instantly and freely available to them. 
From these assumptions, the CAPM forecasts the projected rate of return for any investor, given the market risk and statistics that affect the expected rate of return are available. 
	These assumptions are, however, unrealistic. They lump all investors into one grouping and assume that they do the assumptions hold, yet it is the opposite. For example, we cannot possibly conclude that a long-term investor only focuses on one future expectation. They focus on understanding the future vision that the business should aim for as returns generate for several years. However, I agree with the assumption that the investor can influence the market on his own. I love that these assumptions comprise an uncertain gap between the theory and reality (Levisauskait, 2010). 
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