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You are the lead portfolio manager at Mo’ Money Capital. The main task of your position is to pick stocks in which to invest your client’s money. You have recently had a client invest $200,000 of their retirement in your fund. Your fund’s prospectus restricts you to only investing in four stocks from the Standard and Poor’s 500 (the S&P 500). 
1. Here is a list of the S&P 500 stocks <http://www.investing.com/indices/us-spx-500-components>, pick four. 
2. How will you divide the $200,000 amongst these four stocks? i.e. find the portfolio weights
3. Find the past year’s return (52 week change) for each of your stocks. 
a. Search for each of these stocks on yahoo finance. www.yahoo.com/finance
b. Once you are on this company’s yahoo finance page, click on “Key Statistics” from the left hand column under the “Company” section. 
c. Look to the column on the right titled “Trading information” and find the “52-week change”, this is your return over the past year. 
4. Using the past year’s return of each of your stocks find your expected portfolio return. (don’t forget to use your portfolio weights)
5. What is the standard deviation of your four stock portfolio?
6. The average return on the S&P 500 is 10% with a standard deviation of 20%. Did your portfolio beat the S&P 500? Did it earn a higher return or lower risk? 
a. To measure the performance of your portfolio vs. the S&P 500 by taking into account both risk and reward you can use a Sharpe ratio. This is defined as the return divided by the risk of the portfolio. For example, the S&P 500’s Sharpe ratio is 10/20=.5. If your Sharpe ratio is higher than the S&P 500’s you have a “better” portfolio. 
7. Assuming your client pays you 0.75% every year for you to manage their money, would they be happy paying you? Did you beat the S&P enough to take out your pay and still make your client money?
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