Specifically, the head of the research department has provided your group with monthly historical data for the stock prices of the two companies, denoted as Stock 1 and Stock 2 respectively, assigned to your group (see below), and the NZX 50 index as well as the risk-free rate; and he has asked your group to analyze the data for the purpose of investments in the New Zealand stock market. In particular, he wants your group to do the following:
 

Part (b):
Suppose that the three average returns per annum obtained in Part (a) are used as the estimates of the expected returns for the two stocks and the NZ stock market portfolio respectively. Suppose that the risk-free rate is currently at 2% per annum.

1. Draw a risk-return graph with beta on the x-axis and returns on the y-axis, which shows the Security Market Line (SML), the market portfolio and the two stocks.


Stock 1: EBOS group Ltd (EBO.NZ)

Stock 2: Auckland International Airport Ltd (AIA.NZ)

The figures can go into Part 2 of the excel sheet.

