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1)

Briefly outline the central idea behind the Capital Asset Pricing Model (CAPM), and distinguish the World CAPM
from its domestic counterparts. Describe the so-called “home bias” in this light, and discuss relevant implica-
tions. (8 points)

2)

Briefly outline the forward rate unbiasedness hypothesis and discuss why it must hold if markets are efficient.
In addition, describe the “Siegel Paradox” and explain whether the consistency problem is importantin practice.
(8 points)

3-7)
Similar to 1) and 2)



