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QL. .

Mr. Devavrat, a 30 years old government employee and having a gainful source of income,
plans to invest so as to achieve the following two financial goals:
Higher Education Fund for his Children: He requires ¥50,00,000 after 20 years.
Retirement Corpus: He requires ¥5,00,00,000 after 30 years.
The expected annual rate of return on his investments is 10% per annum, compounded annually.
You are required to:

(1) Determine what should be the one-time investment for each goal,

(i) Determine the annual investment required to achieve each goal separately, assuming

investments are made at the end of every year,
(iii) Find the total amount invested by Mr. Devavrat over the entire period of investment.

(Given: PVF (10%,20) is 0.14864 and PVF (10%.30) is 0.05731 respectively, PVAF (10%.20) is
8.5136 and PVAF (10%,30) is 9.42695 respectively)

Q2.

“A person may have different financial goals at different stages of life” Do you agree? Discuss
the life cycle approach to financial planning, explaining the different stages of an individual’s
life cycle and the corresponding financial objectives at each stage with the help of examples.



Q3. : ‘

Mr. sAryan, an individual investor, plans to invest his savings in the stock market and is
considering forming a portfolio consisting of two equity shares, Share X and Share Y. Based
on past performance of the shares and market analysis, the expected annual return on Share X
is 14%, while Share Y is expected to yield 20% per annum. The risk associated with Share X,
measured by standard deviation of returns, is 10%, whereas Share Y has a higher risk with a
standard deviation of 16%. Mr. Aryan believes that combining securities can reduce overall
portfolio risk due to diversification. Market data indicates that the correlation coefficient
between the returns of Share X and Share Y is 0.30. He decides to invest 50% of his total
investment in Share X and the remaining 50% in Share Y. You are required to calculate:

(i) the expected return of Mr. Aryan’s portfolio,
(i1) the risk of the portfolio.

Q4. “Different investment avenues cater to different investor needs.” Do you agree? In the line
of this statement discuss the various types of investment avenues with their respective risk and
return potential.

Qs.

Mr. Vishwanath, aged 40, is employed in a private sector company and plans to retire at the
age of 60. His retirement savings are limited to contributions to the Employees’ Provident Fund
(EPF) and a traditional pension plan. He has not adequately considered the impact of inflation
on his post-retirement income and is uncertain about the tax treatment of pension receipts and
annuity income. In your opinion, is Mr. Vishwanath’s pension planning adequate in view of
inflation and risk? Discuss the major considerations that should be taken into account while
planning for pension and retirement with the help of suitable examples.

Q6.

Mr. Ravikant, aged 32, is employed in a private sector company and is the sole earning member
of his family, which includes his spouse and a young child. He has recently taken a home loan
that will continue for the next 20 years. Although his employer provides a basic group health
insurance cover, Mr. Ravikant has not opted for an independent health insurance policy. He
believes that investing in mutual funds and fixed deposits is sufficient to secure his family’s
financial future and therefore has not taken any term life insurance policy. Critically examine
whether Mr. Ravikant’s existing insurance and investment choices are adequate to protect his
family against unforeseen events considering his financial liabilities and responsibilities. Also
briefly discuss the types of health and life insurance in India.
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