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Possible Rate of Expected Return
Probability Return (percent) (percent)
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Possible Rate Expected

of Return (R) Return E(R)) R, — E(R) [R, — E(R)]? P R, — E(R)I'P,
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Variance () = (L.000O50
Standard Deviation (o) = 0.02236
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IXHIBIT 8.4 | Computation Qf Monthly Rates ofRetum f ) Bonds i
| S&P 500 Stock Index Lehman Brothers Treasury Bonds

Month-end Monthly Rate Month-end Rate of
Index? of Return (%) Index® Return (%)
1469.250 958.383
1394.460 —5.09 960.883 0.26
1366.420 —2.01 975.333 1.50
1498.580 9.67 994.703 1.99
1452.430 —3.08 891.553 =32
1420.600 -2.19 993.073 0.15
1454.600 2.39 1009.814 1.69
1430.830 —1.63 1020.214 1.03
1517.680 6.07 1035.194 1.47
1436.510 —5.35 1036.014 . 0.08
1429.400 —0.49 1046.114 0.97
1314.950 —-8.10 1067.554 2.05
1320.280 0.41 1087.925 1.91
' oy — —0.78 E(Ryare) 1.07

e ncludes dividends paid on stocks in the index.
e includes accrued interest on bonds in the index.
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2.39
1.63
6.07
535
0.49
8.01
0.41

0.78

1.69
1.03
1.47
0.08
0:97
2.05
1.91

E(R}-) = 1.07

3.17 0.62 1.97

—0.86 —-0.04 0.03
6.85 0.40 2.76
—4.57 —0.99 4.51
0.28 —0.09 =03
-7.23 0.98 —7.132
1.18 0.84 1.00
Sum = 20.14

Covy = 20.14/12 = 1678










































































































