Eastwell proforma
a)
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b)
Standard deviation under each capital structure:




All equity:
	Return
	Probability
	Return x probability
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	Standard deviation
	
	
	



40% gearing

	Return
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	Return x probability
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	Expected return
	
	
	

	Standard deviation
	
	
	



80% Gearing
	Return
	Probability
	Return x probability
	(Ri - ‾R)₂ x p 

	
	
	
	

	
	
	
	

	
	
	
	

	Expected return
	
	
	

	Standard deviation
	
	
	



c) 
	Gearing
	Expected return
	Standard deviation
	Business risk
	Financial risk

	All equity
	
	
	
	

	40%
	
	
	
	

	80%
	
	
	
	



Definition Business risk:

Definition financial risk:

d) 
