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Risk/Return Indifference Curves

Expected rate of return
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The Characteristic Line
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Stock’s Characteristic Line
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1. Company-specific risk

2. Market risk
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diversified risk or unsystematic risk
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Diversifiable Risk and Market Risk
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Stand-Alone Risk
Relevant Risk
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msmuamnm a Stock’s Beta coefficient
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Stock’s Characteristic Line
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Homework: suna characteristic line
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Security Market Line: Relationship between Beta and Return
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A Portfolio’s Characteristic Line
A Portfolio’s SML
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Security Market Line

E(R;)

beta




SML and Cost of Cagital

danaIvaaitinzandimsulasaimsasnulyi Hfe daswanaunny

dc: d' YV v 4' Y a2
fdmgaiilassmsasnuausldiuiinasny egdlalvinasnu (Raanms

Y

é’ d' ' U g.’l c'> dwd ' & e v
asnuyenuiioonnelvl)  daswaneunnududmiiiSeniuiy * dunu
voadunu’ (COSt of capital) veslassmsasnu AFaniuiuduny
voudunu mnzusnswaneuunuigstadesmsimlilameaslatgaduny
oasmaneuunutionannuiludunudslema (Opportunity cost)
VOIIUNUVDIVIEN 15 Ina1 N Iasamyasnulanmuiiaamy uaaan

o 9 Y = ' Yo 1A
Tnsamistiuldmaneuununmanazlasugainnnilveglunain o

AU NNTLAN N



masunasvesdy SML

1Y SI\/lL aznlasumlanasana amﬂuwammmmnmi wagumladly
Sasinontile ﬂ:nmaﬂmauaﬂmmunmﬂmnmﬂummmm
(investor’s aversion to risk) wazganumussuunazé
msnlasumlasvesiisaurazdnfiaziinanemanlasumlasveady SML

VY
Y v A

asunela Al

e  mafasundasvesonsiRuule
e  msfasunidasves risk aversion
e malasusilasvesumussriuunazi?



masunasvesdy SML

1Y SI\/lL aznlasumlanasana amﬂuwammmmnmi wagumladly
Sasinontile ﬂ:nmaﬂmauaﬂmmunmﬂmnmﬂummmm
(investor’s aversion to risk) wazganumussuunazé
msnlasumlasvesiisaurazdnfiaziinanemanlasumlasveady SML

VY
Y v A

asunela Al

e  mafasundasvesonsiRuule
e  msfasunidasves risk aversion
e malasusilasvesumussriuunazi?



0391581909 CAPM

nolddwuy CAPM  fimn@gwigousgiddaalsemanilsde fianmsau
msasurielnamuanliiizasnnudsslsznonisenn systematic
risk sadadeanud ualildaulennudsslsyaniGeni
unsystematic risk s#3se firm-specific risk melddofimuada

' ' >y, Y 4 v 4 ( d &
NAM NINEANUI AIAMINBINUIZADITAMTALINUANUTEITUTZ Y F

a I~ A ~ 1 A Y Y A I~ A A

auienunnudesiedusniilomstans la esainduanudesidlunaun

nnammnadeumeueniiaenma luvazidwuy CAPM dvuaiddanms
' ' Y v v
noanu i lagulaanudessiinanndiustm e 9 Amstamsiuanude
dy 1 Y d' Y} 9 :ﬂ' a Y} Y d! a 0 ¥
Uszionil ogluddenazdamsla 11e9491nNANAILTEN FIAWTDAATIZN |9
1 ' : d 1 { o A .
N Fuduwayuimininmsan strategic management 1vanw

a1y



J0391581v09 CAPM

msfgay CAPM  hildihanuassihifissumniinisan
maa%ummiﬂmuﬂwaﬂammwumaumwmam NI IZNVOMKUA
T GTe unamummﬁﬂm ﬂswmﬂmimﬂu"lﬂ@mamw

(fuIIy diversified portfolio) uwsamafisnuasuisi
CERTELY mmmmsuau“luianmmsﬂumanamwmmmu

Taammzdsziduises asymmetric information



Reilly, Frank K and Brown, Keith C. 2000.
Investment Analysis and Portfolio
Management, Chapter 8,9 and 10

Puxty, Anthony G. and Dodds, Colin J. 1991.

Financial Management: Method and Meaning,
Chapter 6 and 7



Brigham, Gapenski and Ehrhardt 1999,

Financial Management: Theory and Practice,
Chapter 5 and 6

Ross, Westerfield and Jordan 1998.

Financial Management: Method and Meaning,
Chapter 12 and 13

www.nidambell.net/download.htm



WWW.wsharpe.com

www.standford.edu/~wfsharpe

www.valueline.com

www.barra.com




