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Rates and Returns

Learning Outcomes
1. Introduction
2. Interest Rates and Time Value of Money

2.1. Determinants of Interest Rates
3. Rates of Return

3.1. Holding Period Return
3.2. Arithmetic or Mean Return
3.3. Geometric Mean Return
3.4. The Harmonic Mean

4. Money-Weighted and Time-Weighted Return
4.1. Calculating the Money Weighted Return

5. Annualized Return
5.1. Non-annual Compounding
5.2. Annualizing Returns
5.3. Continuously Compounded Returns

6. Other Major Return Measures and Their Applications
6.1. Gross and Net Return
6.2. Pre-Tax and After-Tax Nominal Return
6.3. Real Returns
6.4. Leveraged Return

Practice Problems



Solutions
Time Value of Money in Finance

Learning Outcomes
1. Introduction
2. Time Value of Money in Fixed Income and Equity

2.1. Fixed-Income Instruments and the Time Value of Money
2.2. Equity Instruments and the Time Value of Money

3. Implied Return and Growth
3.1. Implied Return for Fixed-Income Instruments
3.2. Equity Instruments, Implied Return, and Implied Growth

4. Cash Flow Additivity
4.1. Implied Forward Rates Using Cash Flow Additivity
4.2. Forward Exchange Rates Using No Arbitrage
4.3. Option Pricing Using Cash Flow Additivity

Practice Problems
Solutions

Statistical Measures of Asset Returns
Learning Outcomes
1. Introduction
2. Measures of Central Tendency and Location

2.1. Measures of Central Tendency
2.2. Dealing with Outliers
2.3. Measures of Location

3. Measures of Dispersion
3.1. The Range
3.2. Mean Absolute Deviations
3.3. Sample Variance and Sample Standard Deviation
3.4. Downside Deviation and Coefficient of Variation

4. Measures of Shape of a Distribution
4.1.

5. Correlation between Two Variables
5.1. Scatter Plot
5.2. Covariance and Correlation
5.3. Properties of Correlation
5.4. Limitations of Correlation Analysis

Practice Problems
Solutions

Probability Trees and Conditional Expectations
Learning Outcomes


