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Ou HAVE A PorTFoLIo THAT Is EQUALLY INVESTED IN STock F WiTH A BETA OF .94, STock G WiTH A BETA OF 1.36,
AND UNDERSTANDING THE IMPLICATIONS OF THESE INVESTMENTS IS CRUCIAL FOR INVESTORS SEEKING TO OPTIMIZE THEIR RISK AND
RETURN PROFILE. BETA IS A MEASURE OF A STOCK'S VOLATILITY IN RELATION TO THE OVERALL MARKET, WITH VALUES ABOVE
1 INDICATING HIGHER VOLATILITY AND VALUES BELOW 1 INDICATING LOWER VOLATILITY. W/HEN CONSTRUCTING A PORTFOLIO
WITH STOCKS THAT HAVE DIFFERENT BETA VALUES, INVESTORS CAN MANAGE THEIR EXPOSURE TO MARKET FLUCTUATIONS,
BALANCE RISK, AND POTENTIALLY ENHANCE RETURNS. THIS ARTICLE EXPLORES THE SIGNIFICANCE OF BETA, HOW TO ANALYZE A
PORTFOLIO WITH STOCKS F AND G, AND STRATEGIES TO OPTIMIZE SUCH AN INVESTMENT.

UNDERSTANDING BETA AND ITS ROLE IN PORTFOLIO MANAGEMENT

WHAT Is BETA?

BETA IS A KEY METRIC USED IN FINANCE TO ASSESS A STOCK'S SYSTEMATIC RISK—THE RISK INHERENT TO THE ENTIRE MARKET OR
MARKET SEGMENT. |T INDICATES HOW MUCH A STOCK'S PRICE TENDS TO MOVE RELATIVE TO THE MARKET:

- BETA LESS THAN 1: THE STOCK IS LESS VOLATILE THAN THE MARKET.

- BETA EQUAL TO 1: THE STOCK'S MOVEMENTS ARE GENERALLY IN LINE WITH THE MARKET.

- BETA GREATER THAN 1: THE STOCK IS MORE VOLATILE THAN THE MARKET.

- NEGATIVE BETA: THE STOCK MOVES INVERSELY TO THE MARKET (RARE).

For ExAMPLE, STOCK F, WITH A BETA OF 0.94, IS SLIGHTLY LESS VOLATILE THAN THE OVERALL MARKET, WHILE STOCK G,
WITH A BETA OF 1.36, TENDS TO EXPERIENCE LARGER PRICE SWINGS IN RESPONSE TO MARKET CHANGES.

WHY Is BETA IMPORTANT FOR INVESTORS?

BETA HELPS INVESTORS UNDERSTAND THE RISK PROFILE OF INDIVIDUAL STOCKS AND THE OVERALL PORTFOLIO. IT IS
INSTRUMENTAL IN:

- RISk ASSESSMENT: IDENTIFYING STOCKS THAT CONTRIBUTE MORE OR LESS TO PORTFOLIO VOLATILITY.

- PoORTFOLIO DIVERSIFICATION: COMBINING STOCKS WITH DIFFERENT BETA VALUES TO MANAGE RISK.

- EXPECTED RETURN ESTIMATION: USING MODELS LIKE THE CAPITAL ASSET PrICING MopeL (CAPM) To ESTIMATE EXPECTED
RETURNS BASED ON BETA.

ANALYZING A PorTFOLIO EQUALLY INVESTED IN STOCKS F AND G

PorTFoLIO COMPOSITION

\W/HEN AN INVESTOR ALLOCATES EQUALLY TO STOCK F AND STOCK G, THE PORTFOLIO'S OVERALL BETA IS A WEIGHTED
AVERAGE OF THE INDIVIDUAL BETAS:

\l

\TexT{PorTroLIo BETA} = \FrRAC{ 13}{2]} \TiMes \BeTA_F + \rrac{ 13}{2} \TiMes \eeTA_G

\]



PLUGGING IN THE VALUES:

\TexT{PorTFoOLIO BETA} = 0.5 \TIMes 0.94 + 0.5 \1iMes 1.36 =0.47 + 0.68 = 1.15

THIS INDICATES THAT THE COMBINED PORTFOLIO IS SLIGHTLY MORE VOLATILE THAN THE OVERALL MARKET, WITH A BETA OF
1.15.

IMPLICATIONS OF THE PORTFOLIO BETA

- MARKET SENSITIVITY: THE PORTFOLIO'S RETURNS ARE EXPECTED TO BE ]50/0 MORE VOLATILE THAN THE MARKET.

- RISk AND RETURN TRADE-OFF: HIGHER BETA GENERALLY CORRELATES WITH HIGHER EXPECTED RETURNS BUT ALSO GREATER RISK.
- Risk MANAGEMENT: UNDERSTANDING THIS BETA ALLOWS INVESTORS TO GAUGE WHETHER THE PORTFOLIO ALIGNS WITH THEIR
RISK TOLERANCE.

ExpPecTep PorTFoLIo RETURN Using CAPM

THe CaPITAL AsseT PriCING MobpeL (CAPM) ESTIMATES THE EXPECTED RETURN OF THE PORTFOLIO!
\[

ER P)=R F+ \eeTAa_pP \TiMes (R_ M-R_F)

\]

WHERE:

- \(R_F \) = RISK-FREE RATE

- \(R_M\) = EXPECTED MARKET RETURN

-\(\eTA_pP \) = PORTFOLIO BETA

SUPPOSE:
-\(R_F=2\% \)
-\(R_M=8\%\)

THEN:

\[
E(R P)=2\% + 1.15 \1iMes (8\% - 2\%) = 2\% + 1.15 \TiMes 6\% = 2\% + 6.9\% = 8.9\%
\]

THIS SUGGESTS AN EXPECTED ANNUAL RETURN OF APPROXIMATELY 8.90/0, CONSIDERING THE CURRENT MARKET CONDITIONS.

STRATEGIES TO OPTIMIZE A PORTFOLIO WITH STOcks F AND G

1. DIVERSIFICATION

WHILE STOCKS F AND G HAVE DIFFERENT BETAS, DIVERSIFICATION WITH ADDITIONAL ASSETS CAN FURTHER REDUCE
UNSYSTEMATIC RISK:

- ADD LOW-BETA STOCKS: TO DAMPEN OVERALL VOLATILITY.

- INCLUDE UNCORRELATED ASSETS: SUCH AS BONDS, COMMODITIES, OR ALTERNATIVE INVESTMENTS.

2. ADJUSTING ASSET ALLOCATION

INVESTORS CAN MODIFY THE PROPORTION OF STOCKS F AND G TO ALIGN WITH THEIR RISK APPETITE:
- INCREASE INVESTMENT IN STock F (BETA 0.94): TO LOWER OVERALL PORTFOLIO RISK.
- INcReASE IN STock G (BETA 1.36): TO SEEK HIGHER RETURNS AT THE EXPENSE OF INCREASED VOLATILITY.



3. HEDGING STRATEGIES

HEDGING CAN PROTECT THE PORTFOLIO AGAINST ADVERSE MARKET MOVEMENTS:
- USE OPTIONS OR DERIVATIVES: 1O HEDGE AGAINST DOWNTURNS.
- IMPLEMENT STOP-LOSS ORDERS: TO LIMIT POTENTIAL LOSSES.

4. REBALANCING

REGULAR REBALANCING ENSURES THE PORTFOLIO MAINTAINS THE DESIRED RISK PROFILE:
- PerioDIC REVIEW: ADJUST WEIGHTS TO MAINTAIN TARGET BETA.
- RESPOND TO MARKET CHANGES: AS BETAS AND ASSET VALUES FLUCTUATE.

Risks AND CONSIDERATIONS WHEN INVESTING IN STocks F AND G

MARKET VOLATILITY

- STock G’S HIGHER BETA MEANS IT IS MORE SENSITIVE TO MARKET SWINGS, WHICH COULD LEAD TO LARGER LOSSES DURING
DOWNTURNS.
- STock F's LOWER BETA PROVIDES SOME CUSHION BUT STILL EXPOSES THE PORTFOLIO TO SYSTEMATIC RISK.

EconoMic AND SECTOR RISkS

- BOTH STOCKS MAY BE INFLUENCED BY SECTOR-SPECIFIC FACTORS, SUCH AS INDUSTRY REGULATIONS OR TECHNOLOGICAL
CHANGES.
- DIVERSIFICATION ACROSS SECTORS CAN MITIGATE THESE RISKS.

INTEREST RATE FLUCTUATIONS

- CHANGES IN INTEREST RATES CAN INFLUENCE STOCK PRICES, ESPECIALLY FOR STOCKS WITH GROWTH OR DIVIDEND
CHARACTERISTICS.

CoMPANY-SPECIFIC Risks

- CoMPANY PERFORMANCE, MANAGEMENT DECISIONS, AND FINANCIAL HEALTH DIRECTLY IMPACT STOCK PRICES.

ConNcLUsIoN: BALANCING Risk AND RETURN IN A PorTFoLIO WITH STocks F
AND G

INVESTING EQUALLY IN STock F wITH A BETA oF 0.94 AND STock G WITH A BETA OF 1.36 PROVIDES A BALANCED WAY TO
MANAGE RISK WHILE TARGETING POTENTIAL RETURNS ALIGNED WITH MARKET EXPECTATIONS. THE OVERALL PORTFOLIO BETA OF
1.15 SUGGESTS A SLIGHTLY AGGRESSIVE STANCE, SUITABLE FOR INVESTORS WITH A MODERATE TO HIGH RISK TOLERANCE. TO

OPTIMIZE SUCH A PORTFOLIO, INVESTORS SHOULD CONSIDER DIVERSIFICATION, ADJUSTING ALLOCATIONS, AND IMPLEMENTING

HEDGING STRATEGIES. REGULAR REBALANCING AND MONITORING MARKET CONDITIONS ARE ESSENTIAL TO ENSURE THE PORTFOLIO

CONTINUES TO MEET INVESTMENT OBJECTIVES.



BY UNDERSTANDING THE IMPLICATIONS OF BETA AND SYSTEMATIC RISK, INVESTORS CAN MAKE INFORMED DECISIONS THAT ALIGN
WITH THEIR FINANCIAL GOALS AND RISK APPETITE. \WHETHER AIMING FOR GROWTH, INCOME, OR CAPITAL PRESERVATION,
MANAGING A PORTFOLIO WITH STOCKS LIKE F AND G REQUIRES A STRATEGIC APPROACH THAT BALANCES RISK AND REW ARD
EFFECTIVELY.

Key TAKEAWAYS:

- BETA MEASURES STOCK VOLATILITY RELATIVE TO THE MARKET.

- EQUAL INVESTMENT IN STOCKS WITH DIFFERENT BETAS RESULTS IN A COMPOSITE BETA.

- PORTFOLIO RISK CAN BE MANAGED THROUGH DIVERSIFICATION, ALLOCATION ADJUSTMENTS, AND HEDGING.
- UNDERSTANDING SYSTEMATIC RISK HELPS IN ALIGNING INVESTMENTS WITH RISK TOLERANCE.

- REGULAR REBALANCING ENSURES THE PORTFOLIO REMAINS ALIGNED WITH INVESTMENT GOALS.

OPTIMIZING YOUR PORTFOLIO WITH STOCKS F AND G INVOLVES CAREFUL ANALYSIS OF RISK, RETURN EXPECTATIONS, AND
MARKET CONDITIONS. BY LEVERAGING BETA INSIGHTS AND STRATEGIC ADJUSTMENTS, INVESTORS CAN ENHANCE THEIR
PORTFOLIO’S PERFORMANCE WHILE MANAGING EXPOSURE TO MARKET FLUCTUATIONS EFFECTIVELY.

FREQUENTLY ASkeD QUESTIONS

WHAT DOES A BETA ofF 0.94 For STock F INDICATE ABOUT ITS VOLATILITY
RELATIVE TO THE MARKET?

A BeTA oF 0.94 SUGGESTS THAT STocCk F’'S PRICE MOVEMENTS ARE SLIGHTLY LESS VOLATILE THAN THE OVERALL MARKET,
MEANING IT TENDS TO MOVE IN THE SAME DIRECTION BUT WITH LESS MAGNITUDE.

How poes STock G's BETA oF 1.36 AFFECT ITS RISK COMPARED TO THE MARKET?

A BETA oF 1.36 INDICATES THAT STOCK G IS MORE VOLATILE THAN THE MARKET, AND ITS PRICE IS LIKELY TO EXPERIENCE
LARGER SWINGS IN RESPONSE TO MARKET MOVEMENTS, INCREASING ITS RISK.

IF | HAVE AN EQUALLY WEIGHTED PORTFOLIO OF STOCKS F AND G, WHAT IS THE
PORTFOLIO'S OVERALL BETA?

THE PORTFOLIO'S BETA IS THE AVERAGE OF THE TwoO BETAS, WHICH IS (0.94 + 1.36) / 2 = 1.15, INDICATING A HIGHER
THAN MARKET AVERAGE RISK.

\WHAT DOES THE BETA TELL US ABOUT THE EXPECTED RETURN OF THE PORTFOLIO
COMPARED TO THE MARKET?

SINCE THE BETA IS 1.15, THE PORTFOLIO IS EXPECTED TO HAVE RETURNS THAT ARE APPROXIMATELY 159 MORE VOLATILE
THAN THE MARKET, SUGGESTING HIGHER POTENTIAL RETURNS AND HIGHER RISK.

How CAN INVESTORS USE BETA VALUES TO INFORM THEIR INVESTMENT DECISIONS?

INVESTORS USE BETA TO ASSESS THE RISK LEVEL OF STOCKS; A BeETA ABOVE 1 INDICATES HIGHER VOLATILITY AND RISK, WHILE
BELOW | SUGGESTS LOWER RISK, HELPING INVESTORS ALIGN THEIR PORTFOLIO WITH THEIR RISK TOLERANCE.

\W/HAT IS THE SIGNIFICANCE OF HAVING AN EQUAL INVESTMENT IN STOCKS F AND G IN
RELATION TO THEIR BETAS?

EQUAL INVESTMENT MEANS THE PORTFOLIO’'S OVERALL RISK IS A BALANCED COMBINATION OF BOTH STOCKS' BETAS/ RESULTING



IN AN AGGREGATE BETA OF ]]5/ WHICH INFLUENCES THE PORTFOLIO’S SENSITIVITY TO MARKET FLUCTUATIONS.

How WoOULD THE PORTFOLIO’S RISK PROFILE CHANGE IF | INCREASED THE INVESTMENT IN
STtock G?

INCREASING THE INVESTMENT IN STOCK G, WITH ITS HIGHER BETA OF 1.36, WOULD RAISE THE OVERALL PORTFOLIO BETA,
MAKING THE PORTFOLIO MORE VOLATILE AND RISKIER.

CAN BETA BE USED TO PREDICT FUTURE STOCK PERFORMANCE?

BETA INDICATES HISTORICAL VOLATILITY RELATIVE TO THE MARKET BUT DOES NOT GUARANTEE FUTURE PERFORMANCE; IT IS A
MEASURE OF RISK, NOT A PREDICTOR OF RETURNS.

\WHAT ARE SOME LIMITATIONS OF USING BETA AS A SOLE MEASURE OF RISK?

BETA ONLY CAPTURES MARKET-RELATED VOLATILITY AND DOES NOT ACCOUNT FOR COMPANY-SPECIFIC FACTORS, LIQUIDITY
RISK, OR CHANGES IN MARKET CONDITIONS, SO IT SHOULD BE USED ALONGSIDE OTHER RISK MEASURES.

How DOES DIVERSIFICATION IMPACT THE OVERALL RISK OF A PORTFOLIO WITH STOCKS
HAVING DIFFERENT BETAS?

DIVERSIFICATION CAN REDUCE UNSYSTEMATIC RISK, BUT SYSTEMATIC RISK, REPRESENTED BY BETA, REMAINS; COMBINING STOCKS
WITH DIFFERENT BETAS CAN HELP BALANCE OVERALL PORTFOLIO VOLATILITY DEPENDING ON INVESTMENT GOALS.

ADDITIONAL RESOURCES

COMPREHENSIVE ANALYSIS OF A DIVERSIFIED PORTFOLIO WITH STocks F AND G

INVESTING IN A WELL-BALANCED PORTFOLIO REQUIRES A NUANCED UNDERSTANDING OF INDIVIDUAL STOCK CHARACTERISTICS,
THEIR CONTRIBUTIONS TO OVERALL RISK AND RETURN, AND HOW THEY INTERACT WITHIN THE BROADER MARKET CONTEXT. IN
THIS DETAILED REVIEW, WE'LL EXAMINE A PORTFOLIO EQUALLY INVESTED IN STock F AND STock G, FOCUSING ON THEIR
RESPECTIVE BETAS AND THE IMPLICATIONS FOR RISK MANAGEMENT , EXPECTED RETURNS, AND OVERALL PORTFOLIO PERFORMANCE.

UNDERSTANDING BETA: THE CORNERSTONE OF RISk ASSESSMENT

BEFORE DELVING INTO SPECIFICS, IT’S ESSENTIAL TO GRASP WHAT BETA SIGNIFIES IN INVESTMENT ANALYSIS. BETA MEASURES A
STOCK’S SENSITIVITY TO MOVEMENTS IN THE OVERALL MARKET, TYPICALLY REPRESENTED BY A BENCHMARK INDEX LIKE THE S&P
500.

- BETA > 1: THE STOCK TENDS TO BE MORE VOLATILE THAN THE MARKET. |T AMPLIFIES MARKET MOVEMENTS, LEADING TO HIGHER
POTENTIAL GAINS BUT ALSO INCREASED RISK.

- BETA < 1: THE STOCK IS LESS VOLATILE, PROVIDING A BUFFER DURING MARKET DOWNTURNS.

- BETA = 1: THE STOCK MOVES IN TANDEM WITH THE MARKET.

GIVEN THIS CONTEXT:

- SToCk F HAS A BETA OF 094, INDICATING ITS PRICE MOVEMENTS ARE SLIGHTLY LESS VOLATILE THAN THE MARKET.
- STock G HAS A BETA OF 136, SUGGESTING IT IS SIGNIFICANTLY MORE VOLATILE THAN THE MARKET.



PorTFoLIOo COMPOSITION AND IMPLICATIONS OF EQUAL INVESTMENT

AN EQUAL INVESTMENT IN BOTH STOCKS MEANS THAT THE PORTFOLIO ALLOCATES 509 OF ITS CAPITAL TO STock F AND
509 To STock G. THIS BALANCED APPROACH INFLUENCES OVERALL RISK AND RETURN PROFILES.

IMPACT oN PorTFOLIO BETA

THE PORTFOLIO'S OVERALL BETA CAN BE CALCULATED AS:

\l

\seTA_{pPorTFoLIO} = W_F \TiMes \eeTA_F + w_G \TiMes \eeTa_G

\]

\¥/HERE:

-\(w_F =0.5\) (WEIGHT oF STock F)
-\(w_G =0.5\) (WEIGHT oF Stock G)
-\(\BeTa_F =0.94\)
-\(\BeTa_G = 1.36\)

CALCULATING:

\[
\eeTA_{PorTFoLIO} = 0.5 \TiMes 0.94 + 0.5 \TiMes 1.36=0.47 +0.68 =1.15

IMPLICATION: THE PORTFOLIO EXHIBITS A BETA OF 1.1 5, INDICATING IT IS SLIGHTLY MORE VOLATILE THAN THE OVERALL

MARKET. THIS SUGGESTS AN EXPECTATION OF HIGHER RETURNS RELATIVE TO A MARKET-AVERAGE INVESTMENT BUT WITH
INCREASED RISK.

Risk ANALYSIS AND VOLATILITY CONSIDERATIONS

DIVERSIFICATION BENEFITS

COMBINING STOCKS WITH DIFFERENT BETAS CAN HELP MANAGE OVERALL RISK:

- STock F’s BETA oF 0.94 PROVIDES A DEGREE OF STABILITY, AS IT TENDS TO MOVE LESS THAN THE MARKET.

- STock G’S HIGHER BETA OF 1.3 6 INTRODUCES HIGHER VOLATILITY, WHICH CAN BE BENEFICIAL DURING BULLISH MARKETS BUT
DETRIMENTAL DURING DOWNTURNS.

PorTFoLIO Risk PROFILE

- MARKET SENSITIVITY: THE COMBINED BETA OF 1.15 INDICATES THE PORTFOLIO IS SLIGHTLY MORE SENSITIVE TO MARKET
MOVEMENTS THAN THE AVERAGE MARKET PORTFOLIO.

- STANDARD DEVIATION: WHILE BETA PROVIDES A MEASURE OF SYSTEMATIC RISK, TOTAL RISK ALSO INCLUDES UNSYSTEMATIC
(COMPANY-SPECIFIC) RISK. THE OVERALL VOLATILITY DEPENDS ON INDIVIDUAL STOCK VARIANCES AND THEIR CORRELATION.

CORRELATION FACTORS

THE ACTUAL RISK REDUCTION ACHIEVED THROUGH DIVERSIFICATION DEPENDS ON THE CORRELATION BETWEEN STOCK F AND
Stock G:

- HIGH POSITIVE CORRELATION: LITTLE DIVERSIFICATION BENEFIT, RISKS TEND TO MOVE TOGETHER.
- Low OR NEGATIVE CORRELATION: GREATER RISK MITIGATION, STOCKS OFFSET EACH OTHER'S MOVEMENTS.



ASSUMING THE STOCKS ARE POSITIVELY CORRELATED (\X/HICH IS TYPICAL), THE DIVERSIFICATION BENEFITS ARE MODERATE. IF
THEIR CORRELATION IS LOW, THE PORTFOLIO COULD BE LESS VOLATILE THAN THE WEIGHTED AVERAGE OF INDIVIDUAL STOCK
RISKS.

ExPECTED RETURNS AND RISk-RETURN TRADEOFF

CaAPITAL AsseT Pricing MopeL (CAPM) FrRAMEW ORK

THE EXPECTED RETURN OF EACH STOCK, BASED ON THE CAPM, IS CALCULATED AS:

\[
E(R_1D=R rF+\seTa_1\TiMes (E(R_™M) -R_F)
\]

\¥/HERE:

- \(E(R_N\): ExpecTep RETURN OF sTOCK \(1\)
- \(R_F\): RisKk-FREE RATE
- \(E(R_M)\): EXPECTED MARKET RETURN

ASSUMING HYPOTHETICAL MARKET PARAMETERS:

- Risk-rree RATE (\(R_F\)): 2%
- ExpecTeD MARKET RETURN (\(E(R_M)\)): 8%

CALCULATIONS:

- Stock F:

\[
E(R_F) = 2\% + 0.94 \1iMes (8\% - 2\%) = 2\% + 0.94 \1iMes 6\% = 2\% + 5.64\% = 7.64\%
\]

- Stock G:

\[
E(R_G) = 2\0/0 + 1.36 \T|MES 6\0/0 = 2\0/0 + 8]6\0/0 = 1016\%
\]

PorTFOLIO EXPECTED RETURN

\[
E(R_{rorTFoLIO}) = 0.5 \TiMES 7.64\% + 0.5 \TiMes 10.16\% = 3.82\% + 5.08\% = 8.9\%

\]

IMPLICATION: THE PORTFOLIO’S EXPECTED RETURN OF APPROXIMATELY 8.90/0 SURPASSES THE RISK-FREE RATE AND ALIGNS
WITH A MODERATE TO HIGH-RISK INVESTMENT PROFILE.

Risk-ReTURN CONSIDERATIONS

- THE HIGHER BETA OF STOCK G BOOSTS THE OVERALL EXPECTED RETURN BUT ALSO INCREASES VOLATILITY.
- THE INCLUSION OF STOCK F OFFERS SOME STABILITY, MODERATING THE OVERALL RISK.



STRATEGIC CONSIDERATIONS FOR INVESTORS

BALANCING RISk AND RETURN

AN INVESTOR MUST ASSESS THEIR RISK APPETITE:

- AGGRESSIVE INVESTORS: MIGHT PREFER A HIGHER ALLOCATION TO STocCk G TO MAXIMIZE GROW TH POTENTIAL DESPITE
INCREASED VOLATILITY.

- CONSERVATIVE INVESTORS: MIGHT FAVOR A LARGER PROPORTION OF STOCK F OR INCLUDE ADDITIONAL LOW-BETA ASSETS
TO REDUCE RISK.

PorTFoLIo OPTIMIZATION OPPORTUNITIES

- ADJUSTING WEIGHTS: SHIFTING FROM AN EQUAL ALLOCATION TO FAVOR STocCk F orR G DEPENDING ON MARKET OUTLOOK.
- ADDING ASSETS: INCORPORATING OTHER STOCKS OR ASSET CLASSES TO DIVERSIFY RISK FURTHER, ESPECIALLY IF
CORRELATION AND SECTOR EXPOSURE ARE CONCERNS.

- HEDGING STRATEGIES: USING OPTIONS OR OTHER DERIVATIVES TO HEDGE AGAINST MARKET DOWNTURNS, ESPECIALLY GIVEN
THE HIGHER BETA OF STock G.

MONITORING AND REBALANCING

- REGULARLY REVIEWING THE BETA AND PERFORMANCE OF BOTH STOCKS IS CRUCIAL.

- REBALANCING THE PORTFOLIO IN RESPONSE TO CHANGING MARKET CONDITIONS OR SHIFTS IN INDIVIDUAL STOCK BETAS HELPS
MAINTAIN DESIRED RISK LEVELS.

PoTenTIAL Risks AND CAVEATS

MARKET VOLATILITY

- THE HIGHER BETA OF STOCK G MEANS IT IS MORE SUSCEPTIBLE TO MARKET SWINGS. DURING DOWNTURNS, ITS DECLINE COULD
BE SHARPER, IMPACTING THE PORTFOLIO DISPROPORTIONATELY.

CoMPANY-SPECIFIC Risks

- BOTH STOCKS MAY FACE COMPANY-SPECIFIC RISKS (E.G., MANAGEMENT ISSUES, SECTOR DO\X/NTURNS) THAT COULD AFFECT
THEIR PERFORMANCE INDEPENDENTLY OF MARKET MOVEMENTS.

BeETA LIMITATIONS

- BETA IS BASED ON HISTORICAL DATA AND MAY NOT ACCURATELY PREDICT FUTURE VOLATILITY.
- CHANGES IN COMPANY FUNDAMENTALS OR MARKET DYNAMICS CAN ALTER BETA VALUES OVER TIME.

CONCLUSION; STRATEGIC INSIGHTS FOR INVESTORS

INVESTING EQUALLY IN STOCK F AND STOCK G PROVIDES A STRATEGIC BLEND OF STABILITY AND GROWTH POTENTIAL. THE
COMBINED BETA OF 1.15 SUGGESTS A SLIGHTLY AGGRESSIVE STANCE RELATIVE TO THE MARKET, SUITABLE FOR INVESTORS
WITH A MODERATE TO HIGH RISK TOLERANCE.

KEY TAKEAWAYS:



- THE PORTFOLIO’S EXPECTED RETURN OF APPROXIMATELY 8.90/0 ALIGNS WITH ITS RISK PROFILE.

- DIVERSIFICATION BENEFITS HINGE ON THE CORRELATION BETWEEN THE STOCKS; LOWER CORRELATION ENHANCES RISK
MITIGATION.

- REGULAR MONITORING AND REBALANCING ARE ESSENTIAL TO ADAPT TO MARKET CHANGES AND MAINTAIN DESIRED RISK LEVELS.
- UNDERSTANDING THE INDIVIDUAL CHARACTERISTICS OF EACH STOCK, INCLUDING BETA, HELPS IN CRAFTING AN INVESTMENT
STRATEGY ALIGNED WITH PERSONAL FINANCIAL GOALS.

IN CONCLUSION, THIS PORTFOLIO EXEMPLIFIES A BALANCED YET GROWTH-ORIENTED APPROACH, LEVERAGING THE NUANCES OF
BETA TO OPTIMIZE RISK-ADJUSTED RETURNS. INVESTORS SHOULD CONSIDER THEIR RISK APPETITE, MARKET OUTLOOK, AND
DIVERSIFICATION STRATEGIES WHEN MANAGING SUCH A PORTFOLIO TO ACHIEVE LONG-TERM FINANCIAL OBJECTIVES.
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