ECON3050 –Assignment #4
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Get Yourself On The Dance Floor Inc (Ticker: DANZ) has the following time-series stock returns
	Year
	Return

	1
	10%

	2
	12%

	3
	3%

	4
	–9%


a) Calculate the arithmetic average return
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b) Calculate the geometric average return

   [(1 + 0.10)((1 + 0.12)((1 + 0.03)((1 – 0.09)] (1/4)   – 1  
= [(1.1)((1.12)((1.03)((0.91)] (1/4)   – 1 

= 0.0366 = 3.66%
c) Calculate the standard deviation of return
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	1
	0.10
	0.04
	0.06
	0.0036

	2
	0.12
	0.04
	0.08
	0.0064

	3
	0.03
	0.04
	-0.01
	0.0001

	4
	-0.09
	0.04
	-0.13
	0.0169

	
	
	
	
	

	
	0.16
	
	
	0.0270
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