           Present Value and the Risk/Return Trade-Off

Question 1
a. Amount = 50,000
Time = 1 year
Rate =5%
Hence amount to be invested:
        =     
            = 1,000,000


b. Principle 1000
Interest rate = 1%
Period = 10years
        
	
                  = 1104.62            


Question 4
    
[bookmark: _GoBack]Expected return = risk-free rate +beta *(returns of the market – risk-free rate)

a. Rfr =1%      mkt returns =8%      beta =1.2
Therefore: 1+1.2 *(8-1) = 9.4


b. Rfr =1%      mkt returns =8%      beta =1.8
Hence: 1+1.8*(8-1) = 13.6
   Percentage change =   13.6-9.4
		9.4
                                           =44.68%

c. Rfr =1%      mkt returns =12%      beta =1.2
Hence: 1+1.2*(12-1) = 14.2
          Percentage change = 14.2-9.4
		9.4
                                            = 51.06%

Question 5
Beta is a coefficient that measures risk volatility of individual stock with reference to the unsystematic risk in the market. 
Based on the scenarios above Trendy Tech is influenced by movements in the market hence more sensitive. It is therefore likely to have a higher beta.
Oily Oil Inc depends on only the stock prices of the oil and not on market movements hence it's a beta factor will be the lowest.
Conglomerate Inc should have a beta factor close to one. The company has diversified in different forms of businesses which makes it's stock prices to depend heavily on the market in general.
