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1. (@ f‘No mvestment is rlsk-free” Comment ‘How systematrc nsk does affect :

':md1v1dualstocll_<,returns‘? ',f chrm e il (5)

_ (b) =81x years ago, Mr. K purchased a share of J Ltd. Durmg the 1ast six years,
~ the share exhrblted fo]lowmg return pattem SR

Year Total Return (%)
Y ST

2 20

RS 1512 _

@) Find Average Return _efthis- s_hare using Geometric Mean. "_.

: (ii) if K’s incerne is ra‘x_able at the rate of 30%, find out his post tax
. return. SR DE s sk R

(m) If there is another secunty offermg a tax free return of 8%, find out tax

_equivalent return. - (s “ : :‘ T (10)

; -f'OR_ i

(a) “Investment is well grounded zind carefully planned speculatlon” Explam the

drfference between 1nvestment and speculatron in the llght of the above

(.5) =

statement.

(b) Consrder an mvestor who purchased a share of XYZ Ltd for I50. The pnce

per share and d1v1dend pard durmg last 5 years is given below
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- (b)

(b).
s bemg traded at T4350. At present the capital gain from the sale of the

-

Year Dmdend per share - Clesmg share prlce
e LRt .Mf.Qni)

i 3.5 = 56

2 4.5 ' 60

3 30 L. 68

4 25 G il Sl RS
5 A0 s

From the above information calculate the following :

(i) Average curfent yield on the s_hére.
(ii)‘ Total ésfwell as average rate of return and‘its varian'ce

(m) Caiculate the real average rate of return if the rate of mﬂatmn is
31 e SOHE G B0 SRR S #110)

Examine the relationship between tzme to matunty and bond valuatlon thh
the help of a.diagram. '

A ?1000 face value bond havieg coupon ra'te of 12% p a. 'an& 7 years to

matunty is currently selling at T875. Its y1e1d to matur:ty is 15% Calculate'

the duratlon of the Bopdl <o Dokl sl | -0y
~ OR

What do you mean by credlt ratmg? How is eredlt rating relevant for. :
investors? : | ST a UL e

A 10% bond having a face value of ?5000 with a maturity period of 5 years

bond is subject to 10% tax while the interest 1s subject to 30% rate of

~income tax. Find the post-tax Yield to Maturity gwen that the bond is held

till maturity and redeemed at 15% premium. ; ! (10)
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Explain the aiffefaaroﬁns of Market Efficiency according to Efficient Market

Hypothesrs What eire the 1mphcatrons of Effielent Market Hypothesrs for ‘-

mvestment declsrons? R 3 T : 48

The company Will n:otbe able to pay any. dlvrdend for the ﬁrst 4 years. After
this gap, it will pay a drvrdend of T5.00 in the fifth year and is expected to.

_ wrtness the growth rate of 12% for the next a years and contmuous growth

: of 10% thereafter Calculate the mtnnsrc value of the share when requrred_ ;

rate of return is 14%. Sibedl no b At SRR ~ (10)

'Write a short rlot-e on any two : - : . i : 5)

.('_i) "Bo_rrc‘l, In'clenture ; -
(u)Support an'd “Iies_-“-is-t‘ance_Letrel: '_
(111) .Rol_lin_g_S;ettlemeht,_

L]
it YEd R aEe i el sy

ABC Ltd. 'has Jjust paid a dividend of I5 per share In view of the rapid'

: growth of the company, the drvrdEnd is expected to grow at 20% p.a. for

the next two years. Subsequently, the dividends are expected to grow at

| 'only 9% p.a. mﬁmtely Wlth the expected rate of return at 18% p-a. find out

- the prlce an mvestor should be ready to pay for the share Also calcu}ate

o8 share prrce a',fterByears : 1L ' e Sy

S ig
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4 (a)

¥

- What are the advantages of mvestmg in mutual funds especrally for sma]l
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(b) The Return on two Secuntles and the market return under dlfferent conditions

- ¥

—.r'.i

of the economy are glven below : e (10)
~ Situation | Probability | Retunon | Retumnon | Market
=4 | Security A " | SecurityBU'| Return
B G A A

_Reoessiogl, 0.2 S 1 6 o 10
Avmges o048 Lo T odhens ol Te
Above - ;

5l hiadid « a8 novo b e 2 oo 23

Average £ i | %
~Boom | 0.1 e e s DB TR
e -,Calculate_ i
) Beta of Seouri.ty_-A, B and Market.
(i) Calcyiate SML rettllins oti_secutii.ty‘rA.& B .
- (iii) Also state which of the above two securities are underpriced according
toSML? el e ool BT e T '

OR

(a) Elabm:ate the develo‘pment of finencial deriv._ative_s r_na:rke't iﬁ,lt:dia? _‘ 5)

(b) An lnvestor can borrow‘and lepd funds at I'lSk free rate of 10% p.a. The

\ marke‘t 10 mdex offers 15% rate of return and rxsk in terms of standard

dev1_at10n is 8%.

(1) In what proportlon the total 1nvestﬂale funds should be. d1v1ded between -
the market index and I'ISk free asset s0 as to have a- portfoho offcrlng

it G g aretumof12%

P TO.



4037

-

.'_6.

(i) In case the mvestor wish’ to earn an expected return of 17% Is it
feaStble? How? : AT

.

e

(@) Disting‘ui.sh'b‘e'-nivéen SENSEX }m NIFTY.

.(b). An investor has the followmg posmon on optton of KRL.

5)
(10)

(1) Long one cell optton w1th a premtum of ?20 per share at an exercise
pnce of ?300 : s o : :

(i) Long one put optlon with a premlum of UO per share at a an exercise :
pnce of !‘200 j

~ You are required to ﬁnd out the proﬁt or loss to the mvestor in the following

market. situations :

(a) At explratlon if the prlce of the KRL remamed at present level.

Ak At exptratwn if the price of the KRL rises to ?400

- (c) At _exptratlon 1f the pt‘lce of the KRL falls to ?150. -

; ‘OR ¢
(a) Write a-sho_rt note on depos'.i)torifes system. = 5)
- (b) Youare given with the followmg 1nformat10n regardmg two secuntles Alpha .
and Beta : - :
| Market | prakanitis, | Return from Security | Return from Security
Condition | ProbaPility Alpha (%)  Beta (%)
Good 0.4 ~ag 5 :
Neutral 04 15 10
Bad 0.2 5 v ot

Calculate portfolto return and rtsk if an mvestor mvests 20% in Alpha and

-80% in Beta.

(10)
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