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Step 1: Choosing Stocks M“' Y ¢ 4 f/

A healthy stock portfolio is one that is properly d. Adi¥€rse stock portfc f’-f, Ohe¢ gtocks that are from dlf“ \

industries. This way, the portfolio as a whole is less pro‘ato e tlard and ,;- A / ONS that one industry may e;(per nce:
Or more simply, it carries less risk. An ideal portfolio is.one, #pwdes tly ol of ic at the lowest amquntic Al

Here, we choose five stocks in the consumer service (PT mc‘ustrlal go 9 s efica {ELX), technology (IN |
restaurant ) mdustnes To continue, gather the|r |Iy'Adjusted}I 3 Jears on a reliable welsi ‘

Yahoo Fina / } / : I

. Step : AsSigning eights to Each Stock ; - -y ) ‘ :'
This ent;uls followinga simple pattern in order to create BVery [ nthI-portfollo using the chosen stocks.i
Begin byﬁlgn a weight of 0 toall | \.;-' . e ' f 1. R@dtice this stock's weight ’
an increment o your choice- for exam ereasin; ' thg;_stock by the same

- :;cﬂrﬁe*gnt. Continue this until you reac ~ |s,pr0'€ess ntil each stock has

- the opportunity to'carfy every possi
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Step 3: Create a Variance/Covariance Matrix Usihg the Adjusted C'Iose Price Dat’ " ‘
0.00056

Data Analysis > Covariance> Input Range: Highlight all'adjusted close price.
The diagowt given is nce of the stock returns from the mean, while the remalnm e —

Vaues are the gnces. 0.00021 0.00047 0.0001247 0.0005

" 4 0.00013 0.00022 0.00008 0.00016} 0.00022

Step 4: Find the Risk and Return of All the PoSsible Porfol,io's

—BsCalculate thewof each stock usingithe Average function.
ww=BwCaleulate the risk of each ible portfolio using the following formula:

Variancep qislic= wf{van) + wf{varg) + wf{varg) + wf{vard) + wEE{varE) + 2W W-oCOV o+ 2W W3C0V 3 + 2WoW3C0Vay + 2W W,4CO0V 4 + 2W W:COV4 s +

q ‘ —
2WoW,4COVoy + 2WoW:C0OVos + 2WW,4C0V5, + 2W3WsCOV3s + 2W 4 WsCOV, i -
Riskp,troio=V0variance

-

then addifig'them each together.
Returnzal Q\ + W,*R, + w;*R; + W, *R, + W *R; - / g

C. Calcm&atq;he return of each possible portfolio by multiplying each stock's weight E it’ s prewo:sly edé\lerage re 'y

-

Step 5: Creaté & Table: o the Feasible Set Using the Calculated Risk and Returns for Each Possi .-~, rtfolio
This table willilis ithepossible returns of each potential portfolio - Return

v d . / y
Step, 6 | ' o /

A. Sot } } ording to risk, in ascending ord .
" C/ a ’ um ght and label it "EffICIent Return.” In this col n, the first'céll should be'set
the \ la should mirror thagas shown k

T |

[ H |
- | Risk | - Return - Efficient Return

O.0O1206462 00005136508 =H10E

00193960 0. 000037387 =IF(H107=MAX({(EHSES 1065 H106), H107F, O)
00153505 0000602202 =IF(H108=>MAX({(EHS 1065 H107), H108, O)
O.O01527 760000377267 =IF(H109=MAX(EHES 1065 H108), H109D, O)
001451465 0000547208 =IF(H110=MAX{EHE1065:H102), H110O, O)
00148455 0 000717148 =IF(H111=MAX{EHE1065:H110), H111, O)
00120728 0. 000065438 =IF(H112=MAX{EHE1065:H111), H112, O)
001683643 0. 000105558 =IF(H113=MAX{EHE1065:H112), H113, O)
00142919 0.00027549€ =IF(H114=MAX{(EHE1065:H113), H114, O)
001315948 0.00044543€ =IF(H115=MAX{EHE1065:H114), H115, O)
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Step 7: Draw the f icient-Set-and-Filter Out the Ineff|C|ent Portfolios

A. Create anotheritable using the risk, return, and efil_cfnt rWtfollos |
B. Filter out the in@fficient portfolios- or ones that do not provide :gh of n portfolios of g
comparable risk- by¥éxcluding.all.”0" values.
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Step8" ake a E ision-and-Enjoy - h 0 oo D_'D

; thz?c‘yé‘u v"i be eft with i$"a set of eff|C|ent portfolios, or portfolios that will give you the maximum amount

gwk__ — - by




