[bookmark: _Hlk10698405]Class,
By now, you are aware the book provides the solutions to the exercises assigned.  Thus, half of the battle in "having some kind of idea" on how to "solve the exercises" has been accomplished. 
Finance is about interpreting/analyzing given numbers or calculations on current financial status or performance. Hence, numbers alone will not tell the story and intended future strategy.  
In recreating the solutions, you are expected to demonstrate an understanding of both concept and problem solving. This can be achieved as follows:
Excel: Use formulas to connect the calculations of given numbers. Formulas help trace the numbers (cells) used to calculate the answers. You can also provide the plain numbers in each cell if you prefer. Just be sure your work is properly labeled and organized.
Word: Provide the numeric solution of the problem. Be sure to present your work organized and properly labeled. Use "Tables" or "Columns" to provide information that it is easy to read and follow. 
After either option above is selected, answer the exercise questions or provide an assessment by explaining what the numbers mean. Analyze how concepts were applied to problem solving by writing a 200-250 words response /assessment to demonstrate your understanding of such. Cite as needed.
Part 1: Exercise 1
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Class,
By now, you are aware the book provides the solutions to the exercises assigned.  Thus, half of the battle in "having some kind of idea" on how to "solve the exercises" has been accomplished. 
Finance is about interpreting/analyzing given numbers or calculations on current financial status or performance. Hence, numbers alone will not tell the story and intended future strategy.  
In recreating the solutions, you are expected to demonstrate an understanding of both concept and problem solving. This can be achieved as follows:
Excel: Use formulas to connect the calculations of given numbers. Formulas help trace the numbers (cells) used to calculate the answers. You can also provide the plain numbers in each cell if you prefer. Just be sure your work is properly labeled and organized.
Word: Provide the numeric solution of the problem. Be sure to present your work organized and properly labeled. Use "Tables" or "Columns" to provide information that it is easy to read and follow. 
After either option above is selected, answer the exercise questions or provide an assessment by explaining what the numbers mean. Analyze how concepts were applied to problem solving by writing a 200-250 words response /assessment to demonstrate your understanding of such. Cite as needed.
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Class,
By now, you are aware the book provides the solutions to the exercises assigned.  Thus, half of the battle in "having some kind of idea" on how to "solve the exercises" has been accomplished. 
Finance is about interpreting/analyzing given numbers or calculations on current financial status or performance. Hence, numbers alone will not tell the story and intended future strategy.  
In recreating the solutions, you are expected to demonstrate an understanding of both concept and problem solving. This can be achieved as follows:
Excel: Use formulas to connect the calculations of given numbers. Formulas help trace the numbers (cells) used to calculate the answers. You can also provide the plain numbers in each cell if you prefer. Just be sure your work is properly labeled and organized.
Word: Provide the numeric solution of the problem. Be sure to present your work organized and properly labeled. Use "Tables" or "Columns" to provide information that it is easy to read and follow. 
[bookmark: _GoBack]After either option above is selected, answer the exercise questions or provide an assessment by explaining what the numbers mean. Analyze how concepts were applied to problem solving by writing a 200-250 words response /assessment to demonstrate your understanding of such. Cite as needed.
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x 34/The greater the number of shares in a portfolio, the less the marginal contribution to
diversification of an additional security will be. True or false?

~ Corporate Finance : Theory and
P Y 35/Will very wide diversification eliminate specific risk? And market risk?

Practice
e o More questions are waiting for you at www.vernimmen.com. .,.
Quiry,, Yann Le Fur,, Maurizio @
Dallocehio,, and Antonio Saivi El
o viie e ] 1/Calculate the return on the ENI share and on the Italian index over 13 months until 1 ExeRrcises bt
o January 2011. To help you, you have a record of the share price and of the general index.
20181147 What is the total risk of the ENI share? What is the 3 coefficient of ENI? What portion of

the total risk of the ENI share is explained by market risk?
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2/A portfolio gives a 10% return with a standard deviation of 18%. You would like the
Copyright standard deviation to drop to 14%. What should you do? What should you do if you want
the standard deviation to rise to 23%.

Summary

Preface 3/Calculate the risk and returns of portfolio Z in Section 18.7. What is the proportion of
Heineken shares and Ericsson shares in this portfolio?
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Chapter 1 Whatis Corporate Finance? 4/A portfolio gives a 10% return for a standard deviation of 18%. The shares in companies
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<B 34/True, because the portfolio s already very diversified. oS
35/Yes, by definition. No, this would be impossible.

¥ Corporate Finance : Theory and
Practice Exercises

by Pierre Vemimmen,, Pascal

A detailed Excel version of the solutions is available at www.vernimmen.com.
Quiry,, Yann Le Fur,, Maurizio

Dallocchio, , and Antonio Salvi 1/Returns on the ENI share: 17.30/16.93—1 = 2.2%

x«mﬂ; & Sons, Incorporated Returns on the Italian index: 22 050/21 896 = 0.7% @
B ENL sk o = 4.59% g
More. Index risk o = 7.35%; (3 = 0.56; 89.6% = (0.56 x 7.35%)/4.59%. :

2/Add more risk-free assets until they account for 4/18 of the portfolio. Use debt to finance

Search within book ° an increase in the size of this portfolio by 5/18.

3/83% of Heineken shares and 17% of Ericsson shares. E(r) = 7.19% and o = 9.57%.
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A detailed Excel version of the solutions is available at www.vernimmen.com.
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More.
2/Add more risk-free assets until they account for 4/18 of the portfolio. Use debt to finance
an increase in the size of this portfolio by 5/18.
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1/What rate of return should be required on the Bharti Airtel share, which has a 3 of 0.7,
if the Rio Tinto share, which has a /3 of 1.1, returns 10% and is correctly valued, and the
rate of a risk-free asset is 5%?
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Exercises

A detailed Excel version of the solutions is available at www.vernimmen.com.
Risk premium: (10% — 5%)/1.1 = 4.54%. k = 5% + 0.7 x 4.54% = 8.2%.




