
Markowitz (stock pairs) example question 
 
The table below shows stock prices for five stocks over a number of time periods.  
 
Period A B C D E 

0 39.7 3.1 38.2 72.9 3.6
1 73.5 0.5 96.3 60.4 77
2 17.3 42.3 62.2 49.7 91.5
3 31.6 70.8 57.2 5.2 54.7

T=4 64.4 86.9 76.1 27.1 14.3
 
 
For example in period 3 the stock/share price for stock A is 31.6.  
 
Construct a spreadsheet which shows, for any pair of stocks chosen, the portfolios that 
can be constructed using just the chosen pair of stocks. Your spreadsheet should plot 
portfolio return against portfolio risk. 
 
Here there are ten different pairs of stocks that could be chosen. What does the plot of 
portfolio return against portfolio risk look like for all ten pairs of stocks? 
 



Markowitz (stock pairs) example solution 
 
A suitable spreadsheet is shown below that illustrates the portfolios that can be 
constructed using just stocks A and B. 
 

 



In order to construct the plot of portfolio return against portfolio risk for all ten pairs 
of stocks we need to use the above spreadsheet to get the return and risk values for 
each of the ten pairs (A,B; A,C; A,D; etc), then plot them all on a single chart. This 
can be seen below. 
 

 
 
 
 


