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expected returns for asset i
i Joall dad giall i) 2l (2

RET =Y p, x RET,
= probability of getting a realization ( P, ) times the realization of
the return (RET,)

If the probability of earning 15% on an investment is 50% and the probability of
earning 5% on the same investment is 50%, then:

RETS

5(.15) +.5(.05)
1 or 10%
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