Activity 10.2
	Expected return. SAC Financials, a famous financial consulting firm, has attached four probability estimates to economic times in the economy of Financia. Prime Minister Harry O. has recruited analyst Mr. Andrew H. to estimate various expected returns and variances. The probability of a boom economy is 8%, the probability of a stable growth economy is 26%, the probability of a stagnant economy is 53%, and the probability of a recession is 13%. Mr. Andrew and his coworker Ms. Mykaila S. need to calculate expected returns for the upcoming year.
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INVESTMENT
	Forecasted Returns for Each Economy

	
	Boom
	Stable Growth
	Stagnant
	Recession

	
	8%
	26%
	53%
	13%

	Stock
	35%
	17%
	8%
	-6.2%

	Gold
	4.4%
	6.2%
	5.3%
	9.8%

	Government Bond
	6.2%
	5.3%
	3.5%
	1.7%


	Mr. Andrew H and Ms. Mykaila S. need to calculate the variance and standard deviation of these three investments: i.e. stock, gold, and government bond. Considering risk and returns, please help Mr. H and Ms. S make correct decisions about stocks, gold and bonds.

