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Securities Market Line - Empirical Case

Juls gola o

:Calculating Systematic Risk olUaid! sl luc ¥

Gl SIS (e Gllais Jo¥) Aas bl onrasylay @] Beta Jolas ypuds (Say cheadl Gedadl @

¥ Aslall 398, ala i &I (31500 Ly Jalas cawe) 2> « CAPMz 390

- Cov(R;, R
”":(;_r){rm}:—“‘{ —

2
M EF[.,{

Llge o Covariance yuladdl ) Cov(RiRM) id Loy «Sgudl dadzme tilge opalis O2M i cos
ol wilgegi A A5yl
G ¥l Wslae @ Jab) Jolaa oylaely Lol 21 31,030 Beta Jalae yoias oSy cll3 o Yo

RM, Gl Waima wilyeg a3l e Rit W1 A8yl aslge o dasys

Ry = a; + i Rug) + &




Z4

ojl_aJl
oSy gl Glgdadl Dozl D> ] Eit dy e @ olams¥) Aolas § ol Al i fiey Co>
Aaased 2wl AU 4850l el Tasell ey Aslall c,afy AW 8500l Aaliddl Aalanid| p2 oLl
REPOM
Wiy 2L 48500l Wilge (pa Bllame e (YPi Lin Jalan s (uis ) oidslad! glatalall g3
£y ] LS slell Aalall 3 5yl lamei¥l e Aailall puaall 2abs Jinat L Ll el pag ol

plasialy by Jolas s Slas) dte lilias] sl 2dgise e ity mos Loy Lilias]

Computing A charachteristic Line : 4| 48,0l jad | Jasd| Gl : s Jlie et

&bl plasiul JPMorgan Chase (JPM) Coyimn meed Sl Tosddl jouas 348 Y1 JUll s
Jad ¥ Uyt Tasle yde @81 O 029 .2010 adgs J) 2009 pauns (po Suioll B4l 2y ad! wilgall
Jolas Cludsl @iy Aoy (aled (ol (45 Ll (38l Glas) Julmtll ()£ 3,96 Bale
@l « S&P 500 (SPX) ;4i3a (1) :3guedl nime Jutatd cpaliima cabuy (e sleze¥l JPM g Lin
!« MSCIl World Equity (MXWO) ,-&5e (2) 9 cdazill calgdsdl Jsls il § dayus gl iy

G @y MXWO SPX (gydi509 JPM s (50 US Slawl & Bpddl laaadl (1) Jguzdl (opn

e S Ll G OEY slawed e Tolezel Leluds|




ZY

Covipmsey = 3327212 = 2173

Varspx = StdDev’igpy) = (5.09)° = 25.94

Correlation Coeff.py spx) = 27.73/15.09 x 6.39) = 0.85

BEtBupM":_,pm = 271.73/26.94 =1.07

Intercept, jpy sy = =0.85 - (1.07 x 0.75) = -1.66
COVUPM.MNWDF =333.6012 = 27.80 UarlMNWD} = SthEVzmmm = ﬁ5.38]2 =28.92 BetaupMIMNwm =27.80/2892 =096 Imerﬂep‘lumlmxwm =-0.86 - t{]'.Q'S X {:'.45} ==1.30

Correlation Coeff.,jpmmewo) = 27.80/5.38 x 6.39) = 0.81

0)U_all
S&P 500 (3PX) MSCI World (MXWO) JPM
INDEX RETURN Repx = Avg. R Borwo = AvG. Ruxwo ~~ Ropm = Avg. Rpm

Date SPX MXWO  JPM SPX MXWO  JPM (1) @ @) faf (5
Nov09 109563 114901 4249 - - -

Dec:09 111510 116847 4167 178 18 -9 1.02 1.23 -108 -1.10 -1.33
Jan-10 107387 111954 3884 370 419 655 -445 -4.68 -5.10 25.36 26.49
Feb-10 110449 113335 4197 2.85 1.23 1.18 210 0.77 8.64 181 6.66
Mar-10 116943 120053 4475 5.88 5.93 6.62 5.13 5.4 148 3833 4.87
Apr-10 118669 119856 4258 148 016 485 0.72 -0.63 -4.00 -2.89 2.50
May-10 108941 107980 3958 -820 991  -1.05 -3.95 -10.37 -6.19 55.42 84.21
Jun-10 103071 104132 3661 539 -356  -1.50 -6.14 -4.03 -6.65 40.84 26.17
Ju-10 110160 112483 40.28 6.88 802 10.02 6.12 1.56 1088 66.62 g.22
Aug10 104933 108070 3636 44 -392 473 -5.50 -4.39 -8.88 4882 38.93
Sep-10 114120 117949 3806 8.76 9.1 4.68 8.00 8.65 553 4424 47.84
Oct10 118326 122223 37863 369 3 -1.13 293 319 -0.28 -0.81 -0.68
Nov-10 118055 119356 3740 023 -235  -061 -098 -2.81 024 =024 -0.68
Average 0.75 046  -0.85 Total = 33272 33360
Standard Deviation 5.09 5.38 6.39

*Chlumn 4 is equal to Column 1 multiplied by Column 3.
"Chlumn 5 is equal o Column 2 multiplied by Column 3.
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