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Return and Risk
	In any investment, it is advisable to take into consideration the level of investment risk. Many companies in the past few decades have incurred tremendous losses and even some ending shutting their operations simply because of not considering the volatility in the market and the economy at large (Bali & Zhou, 2016). Some of them place more attention on the expected rate of return not forgetting that standard deviation matters a lot. As a result, they end up collapsing or realizing that they cannot continue undertaking their operations since they have suffered a lot during the economic times, namely, depression, recession, boom and normal. This clears any doubt that in any investment either for a company or an individual, determining the risk is very important as there are factors to be considered before entering the market. To have a thorough understanding of the importance of calculating or simply considering expected return, variance and standard deviation in an investment, literature will evaluate a case study and later expound on the findings from the same.
	Hired as a consultant for the Saudi Arabian hospital to assess the risk for their securities, it is important to calculate various measures. According to Martin (2017), the measures which help an organization to determine the risk and keep it going in any investment may it be buying of shares or stock in any investment include expected return, variance and standard variation. For that reason, using the information below will be very crucial in determining the risk likely to occur in such an investment. It shows the category which is the economic time, percentage referring to the probability and hospital stock throughout the booming, normal, recession and depression.







	Categories
	Percentage
	Hospital Stock

	Booming
	27%
	20%

	Normal
	36%
	10%

	Recession
	27%
	5%

	Depression
	9%
	-5%






Analysis
a. Expected return
To calculate the expected return we need the percentage and the hospital stock for each economic time, namely, booming, normal, recession and depression.
The formula for calculating expected return is as follows;
R1P1+R2P2+R3P3…RnPn
Where R is the return of expectation of a given scenario
P is the probability and in this case the percentage
N is the scenario number

In our case, the expected return will be as follows;
r= (0.27x20) + (0.36x10) + (0.27x5) + (0.9x-5)
= 5.4+3.6+ 1.35+ -4.5
= 5.85
b. To calculate variance we need the expected return and the probability in which in this case it is referred as the percentage
The formula for calculating variance is as follows;
P1 (R1-r)2+P2(R1-r)2+P3(R3-r)2…Pn (Rn-r)n
= 0.27(20-5.85)2+0.36(10-5.85)2+ 0.27(5-5.85)2+ 0.9(-5-5.85)2
=54.060075+ 6.2001+ 0.195075+ 105.95025
=166.4055%
=166%
c. To get the standard variation, we find the square root of the variance. This will help a great deal to expound on the risk that the organization is about to take.
Hence standard deviation=square root of variance = √variance
= √166.4055
=12.8998%
=12%
Summary of Findings
	Calculating expected return, variance, and standard deviation helps to convey a lot about organizational risk in investing in stock (Boquist et al., 2017). Standard deviation has helped to show the market volatility and the probable risk. Having a higher standard deviation shows that there is a high risk in that investment and thus an investor should shy from the same. In this case, the standard deviation is relatively lower being 12.8998% and thus it is advisable to some extent to invest in the same.
	Standard deviation in stock market is important as it helps to how the price follows the normal distribution pattern. Again, looking at the variance, if the variance is very high this means it will lead to high standard deviation and thus the more volatile the investment will be. Although more often investors assume that price falls within two range of standard deviation, there is a possibility that the two ranges can be very wide (Laeven et al., 2016).
	Having analyzed the case, as a hired consultant I would advise the Saudi Arabian hospital to risk for the securities as the standard deviation is relatively low. The four categories of the Saudi Arabian economy, namely, booming, normal, recession and depression, in this case, are favorable and therefore it is advisable to invest in the stock portfolio.
	Another thing the hospital should take note of is that standard deviation should be given a lot of emphases to determine the volatility of risk in the market. Taking note of the spread of the prices of the asset from the average prices shows clearly if the organization should invest during the depression, recession, boom and normal economic times (Martin, 2017). If the prices are moving so wildly, then the standard deviation will be very high and this translates that the investment will be very risky. If the Saudi Arabian Hospital invests in the stock at this time when there is high risk, then it stands at a high chance of collapsing or making huge losses. For that reason, it is advisable to take into consideration the possibility of risk during the four aforementioned times of economy to make wise investment decisions. 
	Consequently, from the calculation and general knowledge, it is clear to deduce that low standard deviation portrays that the prices are calm and hence the risk in investing is relatively low (Bali & Zhou, 2016). As a consultant to the Saudi Arabian hospital, I would recommend them that this is the right time to invest whenever the standard deviation is low.
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