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Abstract

This study investigates the risk-return profile of stocks from different industries using
Portfolio Theory and CAPM to evaluate how portfolio allocation reduces risk and
improves performance. The sample firms include Formosa Chemicals & Fibre
Corporation, Ve Wong Corporation, and Delta Electronics, Inc. By comparing their
returns, risk levels, and market exposure, this study develops a portfolio balancing

risk and return.

Uses the TEJ database to obtain daily stock price data from September 2025 to April
2026. Excel was applied to calculate mean return, variance, volatility, correlation, and
Beta values, while Solver was used to derive the optimal portfolio. The Efficient
Frontier and CAPM were also employed for analysis. Results show that Delta
Electronics has the highest return and risk, Ve Wong is relatively stable, and Formosa
Chemicals & Fibre falls between the two. The low correlation among the three firms
indicates that cross-industry allocation effectively diversifies risk. Overall, Portfolio
Theory and CAPM effectively explain the risk-return relationship and provide

guidance for portfolio allocation decisions.

Also finds that single-stock investment may yield higher returns but involves greater
risk. Diversified portfolios can reduce overall risk and improve stability through low
industry correlation. In addition, Beta values reflect sensitivity to market volatility.
High-Beta stocks may achieve better returns during economic expansion but
experience larger price swings during downturns. Therefore, investors should

rebalance portfolios according to market trends to maximize returns and minimize risk.

Keywords : Portfolio theory ~ Capital Asset Pricing Model ~ Beta value ~ Risk

diversification -~ Efficiency frontier.
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