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3. All questions carry equal marks

(a) "No investment is risk-free". In view of this statement, explain the meaning and types

of investment risk. (5)

(b) Following information about two shares X and Y is given:

Security Expected Return(%) Standard Deviation(%)

x l0 30

Y 30 60

Find (i) Portfolio expected return and risk if the allocation oftotal investible firnd in the
. share X and Y is made in the ratio of 4:5 and the coefficient of correlation between the

returns on the shares is -0.6. (ii) Optimum allocation offund to be invested in X and Y if
, the coeffrcient of correlation between their returns is - l. (iii) Portfolio's tax adjusted expected

return if the allocation of funds is done to the ratio found in (iv) above and the tax rate is

30%.
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(c') "*{ rft fft$ Atuq !ffi .rfi *"r Et trcFr d tem i ret Es, fffu dk{ +
nq iik s.6rt u1 sq dfrvt

fin) n ffi x *t v + qR fr ffikt ur;rqrt fr rr€ t:

ctu$ aqkd yfratrr tzl qra ft-*r;r (y")

x '10 30

Y 30 60

am dFars (D sR +ct x *t v t Aa frfu +q s.s w srsur l : s * rgwt
d ftqr urcr i ft fuil ci vfuflE + +s q.erdu fi nonm -o.c t, a) qt$Frd

+ dkd xkdrrr ft Sfuq wr ir 1i1 x *t v I frt{r d il+ srfr fiD ct qqrq

ar-dm qe r++ ckdn + {-q ffireu c,T llIti*' -r *r iiiiy qR urr ut srtrr scr
(iv) + rns rrg s{crd { frqr qmr * *t mt d Et :oz i, d fr&iftr& cr qr qqrfrfuc

ssfud yfrflrr wr Srmr

OR

(a) "Investment is a well-grounded and carefully planned speculation". Explain the difference

between speculation and investment in the light ofthe above statement.

(b) The return of two securities A and B are given below:

Situation Probability Return on securitv A Return on security B

Normal 0.3 t2 8

Above normal 0.4 l5 l6

Boom 0.2 20

Depression 0.t 20 22

Find the following:

(i) Expected return and risk of each of the individual securiry

zll
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(ii) Return and risk of the portfolio comprised of 7 5%. of A and 25Yo of B-

(iii) Portfolio's real expected return if inflation rate is 57o. 6+3+2)

(o) "frfu \c. {+skd ft flsurffio' ffiht cR'6eq-{rs l"r sctn e.wr d tart

n tei ec {ffi *r ftfu + $-s + Silt +1 tuq dfret

fia) + vfrtgt*-* A *r B 6'I vfralq ftt ftqt zrqr l:

qftRft crE-6-dr IRTR A .n cfran{ cfu{fr B qr cfrflrr

IIFIFI 0.3 \2 8

qrffiq i sqr 0-4 l5 l6

ir.I 0.2
'18 20

qfr 0.1 20 22

frrrRkt frtir ei1&q:

(i) y-edr qkrrd ftt 6r stBrd nRal.r sk dfu{r

(ii) *€dftr* + nkdlt{ ft nRr{ t e qr 7s% *r B 61 25oh urffa wt

(iii) qP g{rdR rt s% +, fr qtffiRrd qr srffi6. ttfud vfurl wt a}rnt

2 (a) What is market effrciency? Explain the three forms of market eff,rciency'

(b) Write a short note on open-ended mutual funds.

(c) Three securities A, B and c are offering return of 15%,20% attd lToh respectively. The

return on T-bills is currently 6%. The beta coefficient of A, B and c have been estimated

as 1.4, 0.9 and 0.75 respectively and the market return is l8%. Using CAPM approach,

find is the securities are fairly priced. (6)

(e) <run qsrflI tFII i? ErmR eerdr * fi-{ 6+ q} H€ dfrsr

(e) rfrR-e flsfu sre (open-endedl ruprd sB q( w trq ftqQ frkst

(s)

(4)
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(.r) fl-{ yfutM e, s *r C 6.{.r: l5%r, zox stt tl% 6t ckflrr ? € ir rrrdq_fi-c
w yfuarq ftarrfi 6?o il e. e st c 6r fu W* inrqr. 1.4, o.s st( o.zs +
sq t wtclfur fucr irqr t *t qrqR vft-on ts"r" ir canNagHq cr oqqtrr -{*
Es, Ydr wccr i fr sfd1Ril d *{d qrff il

OR

(a) what is credit rating? How do they assist investors iir bond market? what are the
disadvantages of credit rating? (+Z+21

(b) what are aggressive and defensive stocks? How would you interpret beta coefficients
of 0.5, I and 1.5 for three stocks A, B and C? (3)

(c) Market price of a share was Rs 60 at the beginning of the year and Rs 55 at the year
end. The earnings per share of the company is Rs 7 per share. what is the price-
earnings ratio (retrospective)? G)

(d) Explain returns from a mutual fund. (3)

(a) *Cr iEr wr e? A dB srnr i fr+sn+- d <-nmr *+ 6re i? *Ee iprr d p.rm
wr l?

fie) umrro sik relrnE rris' en *? srq fl-* fut- e. B sfu c * frs o.s, r *t rs
+ fta {ur6 d qrqr ++ 6ti?

(.r) vo trt 6r crqn til E{ * grsrr I eo wt *t s{ + m t ss tq+ qrr qH
d cR iqr srq z tct yft izn il re-arc s-{crd ({ffi) wr *?

(q) qgro $'s t yfrilq d qrer dfrqr

(a) Mr. Nishant purchased a bond for Rs 8000 with a coupon payment ofRs 500 p.a. The
bond was sold at Rs 9010 after one year. what is the holding period return? calculate
the holding period return if the bond is sold for Rs 7g25. (5)

(b) Face value ofa bond is Rs 1000 and the current market price is Rs 10g0. The coupon
rate on the bond is l2Yo and it is iedeemabre in g years at par. Find the yield-to-
maturity of the bond through interpolation. (10)

qT
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(e.) fr fur * soo wi vR s{ + qr< g-drr * qrq aooo tc+ t q+,' dfi;s etar
d;c d v{ q{ qrE coro rqt { &r rrqrr uRm ffcD cfudrlr wr t? qE d< zszs

wt i fur mar I n] qrRdr ffifu vftdrq d wm dFsgr

(e) vo f< cr ffi-d 1u tooo w* t *i cf,flT q|qR Tq loeo wi *l dc Y{ qffi
4< 12% * *t w e e{ { trqa qt c}dfrc tr ffirrt * qnrc{ t f< mr qRrs<r

yfrq-o an dfusr

OR

(a) A Deep-discount bond is issued for a maturity period of 10 years and a par value of
64000. Find out the value ofthe bond given that the required rate ofreturn is 15%.

(b) Face value of a bond is Rs 1000 with a maturity period of 7 years. The bond's coup.on

rate is:

Years Coupon rate

ltt to 3'd 12%

4th and sth 14oh p.a.

6th and 71h 16Yo p.a.

The required rate ofreturn by investors is 16% p.a. Determine the current value ofthe
bond assuming the bond will be redeemed at 5o/o premium.

(m) ro silEr+- ftqre-ft d< ro s{ * cfrrfi-dT flqfu ft 64000 + tr1s + fts ilft
frqr urar *r qE ckdrr{ * i[ret{6 <t ls% +, + fts rrg d< s.r tcq am dfrsr

(q) fr< 6T $frr {iq 7 s{ dl qfrTffidr fl-qE + trq 1000 tct il d< fr qr+ qt

wr *:

s{ qm ?(

I st to 3rd 127" qrfil6'

4s and 5th 1a7" slfifq.

6d and 7th

zIT
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f{+{R+- Em cfrflrq iff stilq-o ?a 16% yR s'{ *r d< c} sx fiRc{ q( lim ilFrr
m rrii gv d< m qdqm Ts ftrha dfrqr

4. (a) Differentiate between fundamental analysis and technical analysis. (5)

(b) Currently dividends on a share have been growing at a rate of 18% p.a. and they are

expected to grow at this rate for the next 4 years, after which the growth rate will fall
to 12%o pea. for next 4 years. Thereafter the growth rate is expected to remain at 6010

pea forever. If the last dividend paymenr made by the company is Rs 2 and the required

rate ofreturn by the investor is 15%, what is the intrinsic value ofthe share. (10)

(e,,) qlk+, frvesur ft do,-ffi mqsT t *q $m E-nsr

(re) Tf{r-{ d 1'*. *+t vt ilqnr l8%cft s{ d Er * cq rzr A *i 3-e srr& n sff il6'
E( Er + q-.d+ * sdq t, frrq+ qrq firril I sff + frs EA R n% yfr e{ ir+.

fftt ilcftr Ert qrc EE ii E+{n * fts ox cR s{ ra+ fr s*€ *r qR offi
ern fuqr rrqr ffiq mqnr $rrm 2 dqt * *i fr+$q, Enr ckatq * ilqs{q, Er 15%

t, + +qt 6I iflrdF6 Ia sqr *?

OR

,qI
(a) A mutual fund raised Rs 48,67,000 by issuing 4867 units of Rs 1000 each under a

scheme. The amount was invested in different securities. The market value of these
'securities at present is Rs The mutual fund's liabilities amount to Rs and accrued expenses

amount to Rs 58,000. Find the NAV of the mutual fund scheme. (5)

(b) A company is expected to have EPS of Rs 9 and it is having a dividend payout ratio
of 600/o. ROE of the firm is 20% and required rate of return by the investors is 14%.

How would an investor decide the market price of the share with the help of Gordon's

model? What would be the market price if DP ratio changes to 45%? (7)

(c) Write a short note on SEBI. (3)

(a-) vo rutrd qle * r'o dc * n-ra tooo ect * 4s67 {i. uft c.rd 40,67,000,

wt gawr cr ffirfir AFr{ nfdtfdct* + fffu * rr€ ftr q$rrT I rr vfu1R& q1

qrfiR Tiq s7,es,0o0 Iqt tr qgre r6s d ffi s,00,000 dct *r tsqF{d €{
ss,ooo w+ *r rtlffi s? d{ fr ft-{d enk 1u NAV) 6r rdT Frrlgl

6
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(q) w q!+ + qrt c rqt qr uR tc{ trSr (EPS) a+ fr s*{ t *t s{6r artrnl

trr<tr w{qrd oox *r s"{ q,r EM cr cR-dlq GoE) 20% + *r H}rr+1- anr vR-arq

fr 3riqso, q{ t4% tr *€ frtum ri,+{ + frsd d rrs t fr{i trl qtm 1r d*
ilq 6t{r? cR DP t{crd 45% { cra wm i * srf,R 1a wr *rni

(,r) +fr (SEBD qt c6 ffiR M frRqI

(a) X who is short a put option and Y who is long a call option wants to know their payoffs

if market price changes at a gap ofRs l0 from its current level which is Rs.500- Ihe
exercise price of both the option is Rs 450 and the premium is Rs 12. Calculate tlieir

payoffs with hetp of a table and show it with help ofa diagram also. (4+4+2)

(b) Write a short note on anv one of the following:

(i) Green shoe option

(ii) Securities Ombudsman

(iii) Book Building

(e') x * crt ft-fi'c ft-o.fl i ft v * yrn fi& ficfu + qFr ft-6-dc *, qa sv} q-€rtT

<t t ro {qt + irfl qt intm aer, d soo {qa t, n qR{+{ **.R T{fr $ E+fr
urfir qr6ir tr ffi- ffi or r*{ {iq aso Eq+ *{ ffftqq tz tqt lt (s. alfufiI

d rre + y{+ ymrr d rrur<r dftq *i Et irR€ * rs-{ t $ ffit
(e) ffikc + i ffi sm c( trR frrqff frtuq:

(i) flfu-sr-ff{ ft-o'-fl

(ii) ctu[R +6qrd

(iii) qfr ffiq
OR
qT

(a) What is the difference between a future and an option contract? Also, explain the

concept of American and Errropean style ofoption contracts. (5) 
.
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(b) Three months call option premium is Rs. 2 and 3 months put option premium is Rs. 3.

Assume that the exercise price for both the cases is Rs, 50. find out the net payoffs of
the call option buyer, call option writer, put option buyer and put option writer when
the spot price on the exercise day is Rs. 4j,P.s.49, Rs. 50, Rs. 52 and Rs. 53.

( l0)

(o') 'q*$ *: ffi( trdqu + +{ r-dr Rr i? Ert trdrqr, ildqrr irds!} d *Rfr
ft dftq *ft d reunw fr qrer dfrqr

(q) fi-r r&+ e,r cFr ft-6il ffftqq z w+ t f,k s rr&+ ET Go-fi fffrq{ s dq+ ir crt
fifrs ft ++- crrfr + frq cftT T€ s0 wt *, qirr fro-fl €tqR, qir fro-s lrra,
ft-qrfl <te'[r * Ea ynr;r c,r qifi drlg rti rfu + F{ afr{ {6{ 47 dd, 4e tl},
s0 dqt, s2 rqi *r ss {q+ t, A R-rq R-6il rrg& wr *mr

(4oool


