READ ME

sexta-feira, 12 de fevereiro de 2021 18:19

Caio Donalisio

BODIE KANE MARCUS

INVESTMENTS

Eleventh Edition

Pégina 1 de Investments



INVESTMENTS, ELEVENTH EDMTION

Published by Molraw=Hill Education, T Penn Flaza, New York, NY 10121 Copyright € 2015 by MoGrow=Hill
Education. All rights reserved. Printed in the Unated States of Amenica. Previous editions € 2014, 20011, and
200, Mo part of this publication may be reproduced or distributed in any form or by any means, or stored ina
dalshase or relrieval system, withoul the prior wrilten consent of MoCiramw. Hill Educastion, including, but nist
himiled tix, m amy network or other electronic storage or tmmsmission, or broadeas for distance leaming.

Home ancillaries, including electronic and print compaonents. may nol be available o customers outside the
United Stales,

Thas bouk is prinled on acid-free paper.
123456TE9LWI2]I 20191817

ISEN 978-1-25%27717-7
MHIDY 1=259=27717=8

Execulive Brand Manager: Chuck Synover

Bemior Product Developer: Noslle Bathurrsr
Marketing Manager: Trima Maurer

Core Content Project Mansper: Kativryn 0. Wright
Hemior Assessment Comtent Project Manager: Krintin Braadley
Media Content Project Manager: Karen Jozefowics
Hemior Buyer: Lawnr Fuller

Hemior Designer: Mot Démmond

Lead Content Licensing Specialist: Setf Thole
Cover Image: € marigobd_5%

Compasitior: 57 Crlobal

Printer- LESC Comenanications

Alll credits appearing on page or al the end af the book are considensd 1o be an extension of the copyright page.
Library of Congress Cataloging-in-Publication Dita

Mames: Bodie, 2, author. | Kape, Alex, 1942 auther. | Mancus, Alan 1., author.

Titlez Investmenis § £vi Badie, Boston Unaversity, Alex Kape, University of
California, San Diego, Alan 1. Marcus, Boston College.

Descriptson: Eleventh edition. | New Yook, NY - MeGraw-Hill Education, [2018]

Identifiers: LOCN 200 7013354 1 ISBN YTH1 259277177 (alk. paper)

Subjects: LOSH: Investments. | Portfodio management.

Classilication: LOC HG4521 BG4 2018 1DIDC 332.6—0c23

L record available 2 hipsiMoon loc.gaon 27013354

The [ntermel sddresses listed in the lext were sccurate s the lime of publication. The inclusion of 2 websile does
oot indicale an endorsement by the authors or MoGraw=Hill Education, and MoGrow-Hill Education does oot
guarantee the accuracy of the information presented 2t these siles.

mbeducation.comhi g hered

Pagina 2 de Investments



Contents

Prefuce  xvi

PART |

Introduction 1

Chapter 1
The Investment Environment 1

1.1 Real Asseis versus Finoneial Asels 2
12  Financial Asets 3
13  Finomcial Markets and the Economy 5

The fnfirmurtiomal Sole af Finmmcial Markets £
Cansuwmprian Tiving & Alocarion of Risk / Separmion af
Dhwnerslip and Maragemenr £ Corporane Govermaice
avd Carporare Ethier

14 The Investment Process &
12 Markets Are Competitive %
The Rick-Rewrn Trodes (ff S Efficten Monkers
16  The Players 11
Firsancand fntermeediaries # fevesimerer Bankbers & Vemure
Capind and Privie Equiy
1.7 The Finunciial Crisis of 2008 15
dnrecedkenes of o Crisis S Changes o Housing Finance 7
Morrgage Derivmives # Credit Defael Swaps # The Rise of
Svsemic Risk ¢ The Shoe Dvops ¢ The Dvodad Pk Reform Aot
18 Dutline of the Text 3

End of Chapter Material 23=26

Chapter 2
Asset Classes and Financial Instrumenis 27
21 The Money Market X7

Treasury Hills £ Cermificares of Deposr # Commercur!
FPaper § Barkers* Acoeprances & Eurodollars § Repos

il

1z

13

24

15

and Reverses f Federal Fiveds £ Broders' Calls f

The ILIGOR Marker # Yields an Money Marke:
fnsTrumenis

The Bomd Market 33

Treamory Nores aved Bowds / fnfImtions Protecwed Treasery
Bowds  Fedenmd Agevcy Debr # Intemanonal Bonds £
Municipm! Bowds § Corporans Soedy # Morigages and
MorigagesBacked Secarities

Equity Securities i

Cramman Sk as Owwership Shares £ Chorecierisic af
Commun Stk £ Sock Marks Listings / Praferred Stock £
Depuinary Keceipts

Stock ond Bond Morket Indeces 43

Stk Manker Tedexes & Dow dones Indusmriod Average £
The Stamdard & Poor's 500 fadex £ thrker U5 Markst:
Valwe Indexes # Equally Weiglted ndexes £ Foreign

and frerermanionn Sieck Marker Indexes & Sond Marker
Indicemars

Derivative Markets 50

Oprians / Fiures Coniracs

End of Chapter Muterial  S2=3§

Chapter 3

LN

3z

How Securities Are Traded 57

How Firms Isue Semarities 57

Privasely Meld Firms £ Publicly Tradea Companies £

el Repiommion £ inftia Public Offerings

How Securities Are Traded 62

Types of Minnkers
Direet Search Morkers £ Brokered Markets # Dvaler
Markeis £ Auenion Markerts

Tpes of (ders

Market Orders f Price-Connmpent Orders

P&gina 3 de Investments



£

a7

EL )
LNl

Contents

PART I

Tradimg Meckanisms
Deater Markers # Electronic Comnuinicanioe Mervorks
(ECNs) S Speciatist Markers
The Rise of Ebectronic Tradimg &6
U5 Markets 68
NASDAD # The New Fork Stovk Excange 7 ECNx
New Truding Strategies 700
Algarithmic Trading £ Iigh-Frequency Froding £ Dark
Povals # Bowd Troding
Gilohalization of Siock Markets
Trading Cosis 74
Buying on Margin 75
Short Sales TH
Regulation of Securities Markeis 82
SelfeBepmarion ¢ Thee Sorbaness(hey Acr & fnsider
Trading
Enmd of Chapter Material S5

T3

Chapter 4

41

46
47

Mutwsl Funds and Other Investment
Companies 91
Investment Companies 91

Types of Investment Companies 92

Uit Invesmenr Tnosis / Managed fnvesmenr Comepaniies £
Eutver Invesrmens hrgamizeanons

Cammimpled Firls /' Real Exnre Tevestmerr Trasrs
[RETs S Hedge Funas

Muotmal Funds 95

Frevestmeerar Poficics
Mowey Marker Fands £ Equary Faveds # Secnor
Fundls # B Frndds # Ivie rearioran! Fireads & Solanced
Funds £ Aszer Allocation and Flenible Fands 7
dndex Funds

Henir Frnds Are Soid
Costs of Investing in Muwtmal Funds 98
Fee Strucnire

{perming Erpenses S Frongs g Lvad ¢ Baok=End
Load £ 1 2h ] Charges

Fees arnd Minual Fand Rerams
Taxation of Mwtaal Fund Income
Exchange-Traded Fands 103

Mutmal Fund Investment Performance:
A Firsi Look 106

Information on hutoal Funds 109
End of Chapter Material  112=116

102

Portfolio Theory
and Practice 117

Chapter 5

Risk, Return, and the Historical Record 117

g1

g

a7

59

6l

Determinamts of the Level of Interest Rates 118
Real and Nominal Bates of feeress # The Equilibriam
Rem! Rirve aof invewest / The Equulisrium Noming' Rare of
Interest # Taves and e el Rare of Inrevest
Comparing Eates of Retwrn for Different Holding
Perinds 121

Arnir Ferventage Rares / Comtimious Cowpaimaing
[Eills and Inflation, 1926=2015 124

Risk amd Risk Premioms 136

Holding « Fenvd Returns / Expected Return andd Standond
Devicaionn & Excess Returves avd Risk Preaies

Time Series Analysis of Past BEotes of Return 129
Time Senies versus Scewario Amalists £ Expected Retrns
v thae Arithmeric Average # The Creowerric | Times
Weighued) Average Revwmn # Vardance and Shaedinnd
Dreviaivn / Mear and Sraedinrd Oevianion Esrfmares
Jram HigherFrequency bse ramtions # The Reward-ra-
Vinlarilivy { Sharpe | Rario

The Normal Distribwtion 134

Deviations from Nermality and Alternative Risk
Mensures 136

Virlue ar Risk # Expeced Shorgal! ¢ Lower Partund
Sandard Devianon and te Sorting Raris £ Relarive
Frequency of Large, Negmtive 3-Sigma Kenvns
Hisioric Returns on Risky Porifolies 140

A talmbal View of tee Hismonca! Secand

Normality and Long=Term Investments 147
ShortRun versis Lang-Kum Rick # Farecasrs for e
Ly Moreal

End af Chaper Material  181=156

Chapter &

Capital Allocation to Risky Assets 157
Risk nnd Risk Aversion 15§
Risk, Speculmtion, and Gamising / Risk Aversion and
L'afiry Valaes ¢ Esimaring Risk Averzion
Capital Allocation acress Risky and Risk-Free
Portfolios 164
The RiskeFree Assei 166

Pagina 4 de Investments



Contents

64 Portlolios of (e Risky Asset and & Risk-Free #4  The Industry Version of the Index Model 239
Asset 167 Predicring Bewas
6.5 Rick Talerance and Asset Allocation 170 A5 Portiolio Constraction Using the Singledndes Mode 262
NowaNearnma! Kens Alpha aed Securiry Amalvsis / The Index Porifelie as an
6 Passive Strutegies: The Capital Market Line 176 Tawvesment Asser # The SingleJrdex Maodel Inpar Lise S
End of Chagter Material  178-187 The Clprimal Risky Porgflie in the Simplesfmder Model £
. 1o The tmformarion Rars /£ Summirry af Gpriouzanon Proces
Appendix A: Risk Aversion, Expected Utility. and the 4 = -
St Pedersh Parad: 187 e & An Evawple # Correlmaor and Covanomce Matrix
R . . Risk Premum Forecases # The Opeomai Risky Porfolio £ i
Appendix B: Utility Fanctions and -
Rick Premi 151 thee ey Mdotel freferior fo the FulisCovarniace Mode! *

End of Chapter Material 271=XT6
Chapter 7

Optimal Risky Portolos 193

7.1 Diversification and Portfolio Risk 194 - B - 4 At
i —— s Equilibrium in Capital

73 Asxet Allocution with Stecks. Bonds. and Bills 203 Markets 277
Aseet Alacarion with o Risky Asser Classes
7.4  The Markowitz Portfolio Optimimtion Model 208 Chapter &
Kecuriry Sefecrion / Capital Allocanioe and the Separa= The Ca[ﬂta] Ascel Priﬁn: Model 277

rion Properiy S The Power of Diversifioanion & Asser scing Mod
Ablocardon and Seowrity Selection f Optimal Porifolies 91 TheCap At £ L

T — — Wiy e ALY Frevestars Hold the Moarker Portfolio? § The

95 Risk Pooling, Risk Sk g. and the Rid i‘ur.'.‘::l'r rm::) j:' Q}u‘:eﬁ ;Tﬁe Risi .';n'l:u!.'.'dmm:r-ﬁﬁ:
nl'l.auq-'l'lr:l I 217 Marker Porifolie S Expecte ETHRINT il JHEIVL

Securines # The Securiry Marker Live # The CAPM and
Fisk Pooting and the feswrance Primciple S/ Risk Sharing / )

L ) o the Sharpe Raria ¢ Time . e Single-fndex Marker

Wwermific ; . - M N

versificanion and e Sharpe Rario # Tiwe Diversifica 83 A . E soms of the CAFM
rion and the fevesimer Horzon ¥

End of Cl Materi 33333 fdenvical {npwr Liss # Risks Free Bormowing and the

i Zerosfirta Mvdel § Labor Incomee ared Monrraded
Appendix A: A Spreadsheet Model for Efficient Asseis £ A Muluperniod Mode! and Hed'pe Porrfolios £
Diversification 232

) ) . A CanzumprionsBased CAPM F Ligwidioy and the CAPM
Appendix B: Review of Porifolio Statisties 237 93 The CAPM and the Acas World 298

44  The CAPM and the Investment Industry 299

Chapter 8
- End of Chapter Moterinl  Jiil=308
Index Models 245
#1 A Singhe-Factor Security Market 246 Chapter 10
The fapiet Lise af the Moaskewitz Model # Systemaris vers Arbitrage Pricing Theory and Multifactor
sux Flrm-Specific Risk Muodels of Risk and Refurn 300

#.2 The SingheIndex hodel 248
e Regression Equarion af the Singledndex Maodel § The
Erperted Retwrn=fieia Selmtioesiip ¢ Risk ard Covanls

11 Multifactor Models: A Preview 310
Factar Models af Secwnry Retwms

arce i ohe Single«Index Model £ The Ser af Esnmanes 12 Arbitruge Pricing Theory 312

Needed for the Singlesiedex Madel # The fndex Madel Arbitrage, Risk Arbitrage, ond Egeifibrium S Wedls

vl DiversfTomtion Diversified Porrfolios £ The Security Marker Line of e APT
#.3  Estimating the Single-Index Model 255 Individial Assers and dhe APT

The Security Charncreristic Line for Ford # The Explora- Wedl-Diversified Porfolios in Procrics

rary Power af Ford's 8CL # The Esttmare off Alplur f The 103 The APT, the CAPM, and the Index Model 319

Entimute of Beta / Firm.Specific Rick The APT and the CAPM / The APT and Pargitia

Tvpical Resulis from fndex Moded Regresstons Oprimizarion in o Singlesindex Monker
X

P&gina 5 de Investments



104
10.5

Contents

A Mulifactor APT 321
The Famns=French { FF) ThressFacior Model 324
End of Chapter Material  326=332

Chapter 11

1.1

1.2

13
14

115

The Efficient Market Hypothesis 333

Random Walks and the Efficient Marioet
Hypothesis 334
Competition as the Smore of Efficiency f Versions of e
Effictens Marker Hypothesis
Implications of the EMH 319
Techmical Aralvsis / Furdamenial Anm'ynis # Active versis
Passive Porifodio Managemeanr # The Rofe af Pordfolie
Managemenr in an Efficiens Market # Resource Allocaniin
Event Studies 443
Are Markets Efficient?
The Irsues
The Mogwrirede fsmie # The Selecrion Sias Ivoue & The
Lucky Evenr fesue

47

WentsFowm Teste: Parerns in Siack Remms
Reenwres over Shorr Harigoees & Benuns over Lowg Heartpons
Predicrors of Broed Morker Retwrns # Semistrong Tenis:
Muarket Anomalics
The Amurlls Firm Effect / The Neglected=Firm Effecr
amd Lty Effects f BooktoMWarker Ranos £ Pos-
Exrmimpr-Amnoimcement Price [rifi

SrrompsForm Texs: faside afermmion £ inrerprenmg the
Ancmalies

Kisk Presives or feafficiencies? ¢ Aromunlies or Dinta
Miming? §F Aromuties over T

Bubtrles and Marker Efficieacy
Mutual Fund and Analyst Performamce  353%

Srock Marker Amalysts S Mannn! Fund Manogers S So, Are
Markeis Efficions?

End of Chapter Materinl 48=372

Chapter 12

1x1

Behavioral Finance and Technical
Analysis 373
The Behaviorul Critique 374
Irformarion Processing
Farecasting Errors £ ihverconfidence S Conservarism £
Samepie Sige Megplecr and Represorintiveness
Behavivrnl Fiaves
Framing # Mewal Aceounring £ Eeprer Avaidance 7
Affecr £ Prospect Theory
Limurs ne Arfsmoge
Fundemenrea! Kisk £ dmplemernurtion Cosns £ Model Rk

Lirwits o Arbiirage and the Low of One Price
“Sirmese Twin™ Compareies  Egriny Carves(urs £
Closed-Erd Funds

Buhides and Behavievel Ecemomics / Evrluaring the

Behavionn! Critique

Technical Analysis and Behavioral Finanoe 384

Trends awd Carrecrions

1x2

Mamentum amd Movieg Averages £ Belanve Strengo £
Breadih

Semitment Indioawrs

Trim Stantsnic f Confidence fnder £ PaiColl Smtie
A Warning
Enmd of Chaper Maoterial 391=31%

Chapter 13

Empirical Evidence on Security
Returns 3497
The Index Muodel and the Single-Facior SML 398
The Expecned Rerarm-Beta Kol ionsdip

131

Seming Up oe Sampie Danr # Eximaing ohe SCL 5
Estimrting the SMWL

Tesin off de CAPM S The Marker {ndex o Measirrement
Error in Bera

Tests of the Multifactor Models 403
Latwer irmcowee o/ Private { Nontraded) Besiness £ Sardy Tess

132

af e Muirifocier CAPM and APT £ A Macro Factor Madel

133 Fama-French-Type Factor Models 407

Size avd BM ar Risk Factowrs # Behavieral Explanmtions £

Momewenme: A Fourdh Facior
134 Liguidity and Ascet Pricing 414

Consumption-Hased Asset Pricing and the Equity
Premimm Paxzle 416

Expected versig Realized Rems £ Sarvivorshup Bios S

Exteneions ro the CAPM May Resodve e Equiry Premium

Prazgle # Liguidiry and vhe Equiry Premeion Pazzle #
Betravionn Eqplomanons of the Equity Prewsium Puzzie

End of Chapter Material 421=414

PART IV
Fixed-Income Securities 425

Chapter 14

Bond Prices and Yields 425

141 Bond Charscteristics 436
Treasury Fonds and Noves

Acorued Inrterest and (Quoved Bond Prices

P&gina 6 de Investments



142

143

144

145

Contents

Corpanre Fonds

Carll Presvistons an Caorparare Bonas £ Canverribie
Bamds F Paurabie Bonds £ FloaringRawe Bonds

Preferred Stovk £ iheher Domesnic ssuers S farermanionn
By # fnnevarion in the Bond Marker
Trverse Flamters # Asser-Backed Bowdy § Canrsrophe
Bands # Indexed Sonds
Baonad Pricing 432
Howed Pricing berween Cowpon Daes
Bond Yields 438
¥ield s Mmturiny § Yield o Cali # Reatized Compound
Kenorn versis Yeld fo Mareriy
Baond Prices over Time 444
Vield to Mimuriny versus HoldingsFeniod Senem / Zeres
Canpron Fomdy and Treaeury Srrips £ AfterTar Retams
Default Risk and Bond Pricing  44%
Junk Seonds # Derermeinames of Soved Safey £ Bond
fndentires
Sinhiwg Fumds # Subvordinanion of Furcher D /£
Duvidend Resriciions § Collaeral
Vield ro Mamrky and Defmrk Risk # Credir Defonlr Svaps #
Credir Risk and Cotlarermlized Debr blipanioes
End of Chapter Material  dfd=d6é

Chapter 15

The Term Structure of Interest Rates 467

151

152

153
124

155
1246

1l

The Yield Curve  $67
Bownd Fricing
The Yield Curve ond Future Interesi Rodes 470

The Yield Corve amder Cermaindy & Hoddinp: Period
Benvens £ Farward Rares

Interest Kote Uncertninty and Forward Rates 475
Theories of the Term Structure 477

The Expecnrtons Hvpothesis £ Liguidine Preference
Theary

Interpreting the Term Struciure 450
Forward Rates as Forward Contracts 4584
End of Chapter Material  486=d94

Chapter 16
Managing Bond Portfolins 495
Imterest Bote Risk 496

frerest Rare Sensiniviry £ Dunmtion & Whar Determines
Ehrrarion ¥
Rule 1 for Duration £ Bwle 2 for Duration £ Rale
3 for Dnemtion / Rule 4 for Duvardan £ Ruie 5 for
Duararion

162

Convexity 3035

Wiy Dy frevestors Like Convexrty * S Durarian and
Comvexizy af Coflalsle Bonds o Durarion anad Comvedny of
MoripagesBacked Securities

Passive Bond Management 313

BowdJndey Funds # oneinmtiee £ Cask Flow Manck
ing and Dedicarion & Ovker Problems widh Converrfonn
T P eate ]

Axtive Bond Management 522

Kowarces af Poewtial Prafit £ Horizan Arafysis

End of Chapter Material 323-336

Security Analysis 537

Chapter 17

Macroeconomic and Industry Analysis 537

LN |
72

]
174

ns

176

181

EE

«li

The Global Economy 337
The Dumestic Macreeconomy 3400
Kev Ecomomic indicarers

{iresy Damestic Prodect £ Erplovmens S Inffanion S
Imerest Kmtes / Budger Deficir £ Senriment

Dremand and Supply Shocks 342

Federal Government Policy 342

Fisomd Palicy £ Monerary Folicy # SuppdveSide Policies
Business Cycles 342

The Betress Ovete £ Ecomonue Inafeanees & Other nofeaners
Industry Analysis 250

Defiring an Industry £ Sewsizivizy w0 the Business Ovele
Secaor Ranrtion / Indastry Life Cveles

Seart-Lip Stage § Consolidavion Surge & Maruriy Suge #
Retarive Decline

Indiesrry Srrvaciure avd Performance

Threar of Enrry # Rivalry benween Entsring Competifors
Pressure from Sibsrinve Prodices £ Bargeining Power
o Hiryers # Bxrgaining Power af Suppliers

End of Chapter Material  S60=368

Chapter 18
Equity Valuation Models 569

Vuluation by Comparables 56%
Limitarians af Book Value

Intrinsic Yalue versus Market Price 371
Dvividend Discount Models 573

The Constanr-Ciravrh DO # Comergence of Price
s Trrinsic Vinlue £ Siock Prices and Investeeers

Pagina 7 de Investments



dppornmeiries £ Life Cycles and Malriaogpe Grenieh
Models £ Mulnissrge Grovwnk Models

Contents

184 The Price=Earnings Rotio 387
The Price~Eamings Ranie and CGrowl Opporiunities £
PYE Bt and Seenct Bisk # Pofails in PAE Analveis s
Combinieg HE Amalvsis and the [NDM £ Orher
Compararive Valiation Ranos
Priceso-fomk Bane £ Priceo=-CasheFlow Rario
Priceso-Sales Rario
185 Free Cash Flow Valmation Approaches 3935
Comparing the Vatwarnon Mdels £ The Protslew win
DOF Modeis
186 The Aggregate Siock Market 5399
Endd of Chapter Materinl  6idl=flX
Chapter 19
Financial Statement Analysis 613
19.1 The Major Financial Stslements 613
The Incowes Surtermersd & The Balorce Sheet £ The Stanes
vl of Caslt Flows
19.2 Messuring Firm Performance 618
193 Profitability Messares  §19
Retiern om Assers, RO Rerern on Capiurd, SO0
Retwrm o Equuty, ROE J Finrrcdal Leverage and ROE /
Eronomic Valine Added
194 Rabio Analvsis &%
Dheoomparinon of ROE # Tiornaver and Qufver Asser
Ulnilizearton Smites S Ligeudiey Smtes £ Marked Price
Rarias: Grovrk versus Vinlue / Chovsing o Bemomark
195 An Mwsiration of Fi inl 5 Analysis £33
196 Comparehility Problems 636
Inventory Vialuanion # Deprecianion S dnflacion and feeves
Expense # Fair Vialie Acoomsieg S Qeaaliny of Samings and
Acoaasimg Pracioes £ febemaibonal Aocopuing Courvemtions
19.7 Value Investing: The Graham Techmigue 6

Endd of Chapter Material  td3=634

Options, Futures, and Other

Derivatives 657

Chapter 20

Options Markets: Introduction 637
3.1 The Option Contract 657
Oprians Tradivg # Amernioare and European Optiors &

Adjesnmenis i Oprian Commnet Teons # The Oprians
Cleartey Corporarian # Orker Listed Oprions

i

E

EE

sy

index Clprions # Furures Oyptions & Foreipn Currercy
Oprions ¢ Interest Kirte Oprions
Values of Options at Expiration 663
Cad! Cptiowes f Pur (prions # Option versas Saook
Ivesreeenis
Option Strategies  G&T
Preseciive Pard Covered Catls £ Straddle £ Spreads £ Cotlars
The Puit-Call Parity Relationship 672
OptionsLike Securities 678
Cutlatele Bonds S Comvertitile Secariies & Warramrs /£
Cotlareralized Loans £ Levered Equairy and Risky Debr
Financial Engineering 684
Exntic (ptions 886
Asume Gprions ¢ Barrier Optioves & Lookback Opaiens £
Currency-Translmed Oprions /£ Dipieal Gpnions
Endd of Chapter Material 687=0%8

Chapter 21

L1

212

L3

114

LS

L6

Option Valuation 699
Option Valuation: Introduoction 699

Inerivesic aved Time Vadwes 5 Dererainants of Oprion
Vinlues

Restrictions on Option Yaloes 703

Restricrions an dhe Valee af o Coll Opnion o Early Ever
cise and Divdends / Early Exercise of American Pars
Binomial Option Pricing 706

T Seare (dptiome Pricing # Generalizing tee TivosSare
Approad # Moking the Valumtion Wade! Pracrical
Black-Schales Option Valuation 714

The Black-Schates Formia # Dividends ard Call Oprion
Viluarion # Py Opaion Vahariowr £ Dividenas and Pur
prion Valwaran

Using the Black-Scholes Formula 722

Hedype Ranos and the Black-Schodes Formula / Partiatio
Insurance # Oprion Pricieg avwd e Crisis of 2082009 7
prion Pricing and' Portfolio Theary £ Hedging Bers an
Mispniced s

Empirical Evidence on Option Pricing
Endd of Chapter Material 733=746

T4

Chapter 22

Futures Markeis 747

The Futures Contract 747

The Basies af Finures Comiracts £ Evigtivng Conrraos
Trading Mechanics 733

The Clearinghoise and hpew fuerest # The Margin

Accoure and Monking o Marker £ Cast versis Acn!
Detivery / Begularions / Taxanion

P&gina 8 de Investments



Contents

213 Futures Markets Strategies 737
Hedging and Sperwlarion # Basiy Risk aed Hedping

124 Fulures Prices Tl
The Spor-Funires Paniy Theorem £ Spreads § Forward
versus Fanres Pricing

2115 Futures Prices versus Expecied Spot Prices  Té8

Erpecurtions Hypothesis £ Normal Bachwardaion /
Canrange £ Modern Porifolie Theary

End of Chapter Material 770=774

Chapter 23

Futures, Swaps, and Risk Management 775

231 Foreign Exchonge Futures 773

e Murkers £ dnrevest Rore Pariry £ Dfrecr versus fndivect
{hieowes S L'sireg Fureres ro Manage Exchange Rare Risk

2131 StecleeIndex Fotures 783
The Contracts # Creaing Swacketic Stod Pasinons: Ar
Yreed Alocarion Tool # Index Arbirrage ¢ Ulsing frolex
Furares b Medpe Market Bisk

233 Interest Rote Fotures 758
Hedging Inderest Boe Rink

234 Swaps T
Hraprs and Balence Sheet Kestrucnenng £ The Swap
Deater S ihther Interesi Rare Comtriacts £ Swap Pricing S
Credir Risk in the Swap Marker # Credir Dejfauly Swaps

215 Commadity Futures Pricing 797

Fricing with Storape Coss S Disoowred Cash Flow
Analysis for Commading Fursres

End of Chapter Material S00=S810
PART

Applied Portfolio
Management 811

Chapter 24
Portiolio Performance Evaluation 811
241 The Conventional Theory of Performance
Evalaation K11

Average Rares af #enerm f TimesWeigheed Benmns versies
Dirllixr Wirigved Returms £ Adjwsning Kerwrns for Risk £
e Sharpe fao for Cvenall Porfolies

The M* Measure and the Sharpe Raria
TThe Treveor Rarfo
The Informanion Saie

The Rode of Alpha in Performance Measures & lmplement=
img Ferfmrmamce Measeremenr: Ar Evample £ Semlized
Eenorms versus Expected Kenvms

Siyle Analysis 813
Performunce M with Changing
Paortfolic Composition 826
Perfrrmance Manfpulouon and the Momimgpanr Rick
Adjused Kming
Market Timing
The Powrmiun Viafue of Morker Timimg # Vifsing Marker Tons
g s @ Catl yiion S The Vilee of Imperfeo Forecasting
Performance Attribution Procedures 835
Asset Allacarion Decisions £ Sector and Securine Selecs
rion Dhecivions ¢ Samming Lp Companenr Cowribations
End of Chapter Material S41-852

Chapter 25

253

253
254

International Diversification 8§53
Global Markets for Equities 833
Developed Cowmtries £ Emerping Markers £ Maorker
Capitatizorion and FOF f HomesComnrry Sias
Exchange Rate Risk ad International
IDviversification %57
Exchiange Rare Fisk 7 Invesmenr Risk fe fuemariorail
Marker # frermanoeal Diversificanon £ Are Bemefits frome
Torermanional Diversificansn Preserved e Bear Markers *
Palitical Risk 568
International Investing and Performance
Attribution 571
Construcring @ Benchmark Fortflie af Forelgr Asses &
Perfirmance Arrihurion
End of Chapter Material STE=880

Chapter 26

BE

Hedge Funds 881

Hedge Funds versas Mutual Funds 881
Transparewcy f Ivesiors £ invesment Straregies £
Liguidiry £ Cowepensmtion Strucnire

Hedge Fund Strategies 583

Dhirecrionr! and Newdirechonal Strasegies £ Siaristical

Arbitrage

Partable Alpha 886

An Evampie of o Pure Play

Style Analysis for Hedge Fands 889

Performuonce Messurement for Hedge Funds 8591

Liguidity ana Iedpe Fared Ferfarmomee £ Hedge Fund

Performance and Swrvivorskip Bios £ Hedge Find

Performance and Changing Factor Loadings & Tail

Everrs and fedpe Fird Perfommmoe

Fee Structure in Hedge Funds 599

End of Chapter Maderial  902-%04

Pagina 9 de Investments



na

I3

T4

ns

G

Contenis

Chapter 27

The Theory of Active Portfolio
Management 907

Optimal Portfolios and Alpha Yalues 907
Forecasts af Afpha Valwes and Evreme Porgfolie Weigis £
Regriction af Benclmark Sisk

The TreynorsBlack Model and Forecast

Precision %14

Adyusnimg Forecases for the Precizion of Alpha § Distns
turion of Alpha Valies £ Orgovizriomal Srmecture anad
Performance

The Black-Litterman Model 918

BlvcksLirtermar Asset Atbacarion Decision £ Suep [ The
Covarianoe Moy from Histoerfon! Qota # Srep 20 Derer-
minmtion af @ Hxseline Forecas / Step 30 Inregranng the
Manager's Privare Views # Step 4: Revised (Posterior)
Expectanions # Step 5: Partiofio Oyiwinotion
Treyoor-Black versas Black-Litterman:
Complements. Mot Sabstitates 23

The BIL Model as foing on the TE Cake & Wiy Nar
Replace the Ernire TH Coke witk e EL Icimp

The Value of Active Monagement %15

A Madel for the Evumation af Patennial Fees £ Resulis
from: the Disribution of Acteal Informanion Kanos &
Results from Dhsribition af Actsal’ Forecons
Concluding Remarks on Active Management %27
Endd of Chapter Magerial 927-918

Appendix A: Forecasts and Realimtions of

Alpha 918

Appendix B: The General BlacksLitterman

Model 929

Chapter 28

Investment Policy and the Framework of the

PNl

CFA Institute 931

The Investment Management Process 952
Mhyecnves # Individuad fivestors ¢ Personal Truses /£
Munual Funds f Pension Funds £ Endowmeerr Fumds & Life

Trsurmrce Companies 7 Nan=Life fearrance Companies &
Fanks

182 Consirainis 937
Licuidiry o feevestmeerr Harizon S Regulanions # Tax Cons
st rmtioves o Dimigie Needs
183 Policy Statements 939
Sampte Policy Staremenrs v fedividual fevestors
184 Asset Allocation 943
Tawies amal Asser Allocanion %44
185 Managing Portfolios of Individual Investors 942
Haman Copureal ard nseerance £ Ivvesment in Residence o/
Saving for Reriremenr and e Assamprion of Sisk /
Retiremeerar Planning Models £ Momage Your Ghwa Fortfo-
die ar Eely ow Overs * o Tax Shelsering
The Taz-feferral COprion # TP rovected Reriremens
Pans & Deferred Armeuiies £ Variable aed Universal
{ife dnswrance
256 Pension Funds %31
Defined Covariburion Plars £ Defined Benefie Plans £
Peasian Invesimens Straegies
fovesung in Eguivies # Wrong Reasons i fevest in
i s
187 Investments for the Long Bun 934
Muaking Simple fevestmevr Chodees / nflanion Kick and
LowpsTerm fnveniors

Ena of Chapler Material 936=066

REFERENCES T(yCFA PROBLEMS 967
GLOSSARY (-1

NAME INDEX -1

SUBJECT INDEX I

FORMULAS  F-l

v

Pagina 10 de Investments



