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[ Answer the questions in the order presented.

1. (20 points) Describe the steps involved in the portfolio optimization process, incorporating three types of assets:
one risk-free and two risky assets. Additionally, explain how investor utility is used to determine the optimal
portfolio.

2. (15 points) Explain the rationale behind the requirement for common stocks to offer a risk premium over risk-
free investments.

3. (15 points) What is an event study, and what is its significance in testing market efficiency? Describe the
process of conducting an event study in detail.

4. (15 points) Explain the differences between mutual funds and ETFs (exchange-traded funds). Provide examples
and discuss the advantages, disadvantages, and key considerations for investors.

5. (20 points) What is the difference between solicited and unsolicited mergers and acquisitions? Discuss the key,
practical issues that companies face in both types of mergers and acquisitions.

6. (15 points) What is the difference between the internal rate of refum (IRR) and the net present value (NPV)?
Explain the advantages and limitations of each method.
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