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Instructions for Candidates

1. Write your Roll No. on the top immediately on receipt of this question paper.

2. All questions carry equal marks.
3. Answers may be written either in English or Hindi; but the same medium should
be used throughout the paper.
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1. (a) “Investment is a well-planned and thought-out process consisting of a series
of activities.” Elaborate this statement and explain the steps in investment
decision process. (6)

(b) Mr Gopal, an investor can purchase either securities of Fashion Textiles Ltd
or Best Tech Ltd. The rates of return of both these securities under different
market conditions are as under.

Market Probability Return of Fashion Return of Best
Situation Textiles Ltd (%) Tech Ltd (%)
Good 0.3 11 15
Average 0.5 7 8
Poor 0.2 2 . =1
Calculatethe expected return and risk from each of the securities. Which
security will Mr Gopal purchase? )
OR

(a) “Stock exchanges play a vital role as financial market intermediaries.”
Comment? (6)

P10,




2542 2

(b) Garima bought shares of XYZ Ltd for Rs 100 at the beginning of 2018.
Dividends received by her and price of the share at the end of each year is
given below :

Year Price at the end Dividend received
of the year at the end of
(Rs) the year (Rs)
2018 105 5
2019 109 6
2020 106 2
2021 112 4
2022 114 5
2023 112 3
Calculate :

(i) Average return earned by Garima on security of XYZ Ltd (assuming
that the security returns are not subject to any tax).

(ii) What is the risk associated with the security of XYZ Ltd?

(iii) If Garima has the option of investing in another security of ABC Ltd
which gives a return of 7 %; assuming a tax rate of 30% is applicable
to the returns of ABC Ltd; which of these is a better investment for
her? )

2. (a) What are callable bonds? How are they different from putable bonds.
(6)
(b) Omega Ltd has issued 11% Rs 1000 bonds for 6 years at the following
terms :

Redemption will be done in instalments with Rs 150 being redeemed at the
end of every year from year 1 to 5 and the remaining balance will be
redeemed at the end of the 6™ year.

(i) What is the maximum price that an investor having 12% required rate
of return will be willing to pay for this bond?
(ii) Is the bond worth purchasing at Rs 9807
(iii) Will your answer change if the bond is available at Rs. 970
instead? 9)
OR
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4.

(2)
(®)

(a)
(b

(@
(b)

(a)

3
Explain the credit rating process of CRISIL. (6)

Bonds of Sole Footwear Ltd are selling at Rs. 840. The bond has 6 years
to maturity & carries 8% coupon rate with face value of Rs. 1000.

() Calculate Yield To Maturity of the bond assuming redemption at a
premium of 5%.

(i) If the investor has the required rate of return of 11%; will he purchase
this bond at Rs. 840. 9

Explain the EIC approach in brief. (6)

A company is expected to grow at 15% per year for the next 5 years and
then to grow indefinitely at the rate of 5%. The required rate of return on
equity shares is 10%. Assume the company paid a dividend of Rs. 4 per
share last year (D _=4). Determine the market price of share today. €))

OR
Differentiate between fundamental analysis and technical analysis. (6)

Calculate the price of equity share from the following :

Annual Turnover 60,00,000
Operating profit e, 10,00,000
Equity share capital (FV100) ..o, 30,00,000
Capital Reserve 40,00,000
10% Preference Share Capital ~  ......ccoovuveeveeeennnnn., 10,00,000
12% Secured Loan e, 15,00,000
15% Unsecured Loan e, 10,00,000
Fixed assets e, 30,00,000
Investment in 6% govt. bonds ~ ....cceceoiiiiiieeeeenn... 8,00,000
Tax Rate 25%
P/ERatio e, 20
©)
The following information is available from Mr. X in respect of his portfolio :
Security Weight Expected Return Standard Deviation
A 50% 20% 24%
B 50% 12% 16%
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(b)

(a)

(®)

5. (2

(b)

(@)

(b)

4

(1) Find out Expected return of Portfolio.

(i) Find out the correlation between the returns if the standard deviation
of the portfolio is 20% .

(i) Find out the standard deviation of the portfolio comprising A and B
in the ratio of 25% and 75% respectively and correlation coefficient
of 1. €)

Differentiate Security Market Line and Capital Market Line. (6)
OR

The risk and return of the market portfolio are 12% and 19% respectively.
The risk-free interest rate is 10% and unlimited lending and borrowing is
possible at this rate. Comment on the efficiency of the following portfolio:

Portfolio Expected Return Risk

A 24% 30%

B 22% 16%

C 17% 10%
©)
Explain the CAPM . How does it help in estimating the expected return of
a security? 6)

3 month call option premium is Rs.2 and 3 month put option premium is
Rs. 3. Assume that the exercise price for both the cases is Rs. 50. Find out
the net payoff of Call Option Holder and Put Option Holder along with the
graph when Spot price of the share on exercise day is Rs.47, Rs.49, Rs. 50,
Rs.52, Rs.53, Rs. 55, Rs.60. 9

Write short notes on any two of following :
(i) Insider Trading
(i) Role of SEBI
(iii) Buy Back of Shares (6)
OR

An investor buys a Nifty Futures contract for Rs. 2,80,000 (lot size 50
futures ). On the Settlement date, the NIFTY closes at Rs. 5,512. Find out
his profit or loss, If he pays Rs. 1000 as brokerage. What would be position,
if he has sold the futures contract. (6)

What do you mean by Insider Trading? Who is an insider trader according
to SEBI regulations? &)
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1 (w) “Few v gFEiE SR AR - i B, Sed wE afafalRat mie Sk 37
T4 HYF wI AR ¥ Ty 3k FRw ol aiear & o &6 e A (s)

(@) M, FRweE B CoucEe [MRes a1 R ¢ fafics 9t wivfodl @i e
21 Rt aoR Rufell & dea 37 9 vl 6 Rest &t ) Femmar &

ST T | hIW CaMcEed fodies | e e foifics
Rt @t Ret (%) &1 Rest (%)
BT 0.3 1 15
sitad 0.5 7 8
- 0.2 2 -1
T IR ¥ snfeE Ret sk it &t oEm S St Mae i @ aief
@|qeN? (9)
an
() “TR aoR AT SoR Tl @ T ¥ Aeay e g 217 Roh
o ? (6)

(@) wRar = 2018 S IRF ¥ 100 T H XyZ Fifits & IR @R WE W F 9
A IUD T W T 3 I A S A 6 g 2

Year Price at the end Dividend received
of the year - at the end of
(Rs) the year (Rs)
2018 105 3
2019 109 6
2020 106 2
2021 112 4
2022 114 5
2023 112 3
TAUET I

(i) Xyz ffcs =it wiowfa = R aw sivia siew Red (77 v @ &6
v et et St o= & sl =& 2)1
(i) XYz fofes = wiovf 9 91 wifaw == 27
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(i) =fe R = 9@ ABC Tofes & &t s wioetie % FRw o= =1 Rseem
T 7% 1 Red 3R 2; 95 9 g7 Fr vl fofes & Rest w 30% &t

TN W AFL B; T U HE-a a9 g dga o 27 (9)
2. (&) Fid ST A S N E7 T R |ivS F Da T Bl (6)
T () ST RiRRs & Rl T W 6 T S BY 1% 1000 W S de W@ R
%::
19 5 9§ o YA 99 D 3ia § 150 T & 9 el § v fvar s sk
I Al 63 af & i A Réw A s
(i) 12% e Rest = o g 3@ a9t & o st femt e gom
I daR BE?
(i) =m st 980 TR ¥ Wle wAw &7
(iii) afe s 970 T | ITA B W FAT FIH ITK TGl G ¢ (9)
e
() Tonler =it shite Xfe wfthar =it e sl (6)

(@) 4w wefer Tfds & 9 840 ¥ R fe @ 1 s &t TRaeamr s&fr 6 af
2 3K 1000 TR & Sifhd 9 & 9T 8% TIT K Bl

(i) 5% =& WiitEs R RS wma g0 a9k &I IRaeaar T Aiwe St 0

Lol
(i) afz Fawer & T8 1% & EkE ® ¥ Red &0 O =1 98 39 & Ji 840
T T @A (9)
3. (@) Sonsd g wdT F Tl (6)

(@) T T ¥ S 5 960 & g afd af 15% AR AT IR R 5% AR
FFRET e T 9e S SHiT B Siadl I W Re o ift| = 10% B A
Tt & ot 7 o O 4 T v 9 =1 e R (D0=4)1 31 2R &
VIR ed FeiRa it (9)
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() wsFice ST 3K Tt g & 99 Fw T@mg
(&) Feafoiem @ 3RE IR & S &t T S

IR SRER e 60,00,000
R @ SR 10,00,000
SErEcr R gon (TG00 ) S 30,00,000
Tell IRfE MR 40,00,000
10% aaar FeR goul S 10,00,000
12% gEa =W A 15,00,000
15% 3raefea == SR 10,00,000
FEA qAT RN 30,00,000
6% TEK | AT o S meme— 8,00,000
TR R 25%
Qg s — 20

4. (&) S T ¥ I WCHIOAN & Foel A {Riloras SIFenid STl & -

EISE I W Frafera Rewt T faaes
A 50% 20% 24%
B 50% 12% 16%

(i) W@ =1 sEftE Ret ar Hifw
(i) aft NEwIferr =1 AE R 20% & & Ret & S gedeer o Hifvgl
(iii) T 25% 3R 75% B AT A T S A A NEBHorEAT T AE (oo T

R qEdaE AU 1 H T M (9)
(@) &R wrae wET 3k Sfted wee wET SR AR (6)
a0
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(=) whe Gl o1 SiRad SR Rest wm: 12% 3R 19% 21 Wik -9 & ®
10% 2 3R 3@ & W MG SUR 3 SUR oF 9¥d 21 Fleriad aidhiterdl o

T W T S (9)
Portfolio Expected Return Risk
A 24% 30%
B 22% 16%
& 17% 10%

() dedig = TR Fig) 78 R e & ke Red @ e Wi | B
EE AT 87 (6)

5 () 9 MEN @ Hiw e MR 2 T 2 SR 3 WM W I Sirew WieEs 3 T
B A g & S el & T YoeEEe e 50 T 1 W UaEdEss &
&7 IR & wWic 9 47 TD, 49 T, 50 A, 52 T, 53 T, 55 T, 60
TR B, A AH & G DA I GRS AN JC AW GRS H FE A A

i (9)
(@) Frefoias ¥ ¥ el @ w e Reoh R :
(i) sarEst ofw

(i) ¥ ¥ e
(i) ol it TR

(=) T F¥TF 2,80,000 T (Wie @ 50 ) ¥ A “gud sy wle
Yewiie & TG R, FEY 5,512 TR W §¢ BT 31 9% 98 W & &9 4 1000
T T A FRET 2, T SR W A1 B TG HIOG) AT TA R S
B, & SeR e v A (6)

(600)
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