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l. (a) A Rsl000 par value bond bearing a coupon rate of8 percent will mature after 5 years.

What is the value ofthe bond. ifthe discount rate is 6 percent. (5)

(b)A I year bond with thce value ol Rs I000 pals an annual coupon of 89'o and has -vield
to maturil\ ot'6%. Calculatc the Macaulal duration. (5)

(c) How does the EIC t'ramervork help in assessing investment risks? (5)

2. (a) ABC Ltd forecasts that ir dividend rvill grou at 2U/o p lear tbr the next three vears

befbre settling doB.n at a constant 5olo forever. Current dividend is Rs 2 and expected rate

ol return iq l0o/o. What is the value ol'rhe stock no\'., (5t

(b) You have a portfblio $ ith rhree stocks:
r Stock X has a beta of 1.3 and represents 409/o ofthe portfolio.

. SIock Y has a beta of 0.9 and represents 30olo ofthe portfolio.

o Stock Z has a beta of 1.8 and represents 300/o ofthe portlolio.
ll'the risk-tiee rate is 370 and the expected nlarket rctum is ll7o. calculate the portfolio's
beta and the expected return ofrhe pontblio. (5)

(c) Briefly exphin Iflicient mlrker hlpothcsis (5i

3. (a) You hav€ a ponfblio consisting of two stocks. A and B.
o Stock A has an expecred return of l096.standard deviation of 15% and makes up

50% ofthe portlblio.
o Stock B has an erpected return ol l-17o. standard deviation of 25ozo and makes up

50% ol the portlblio.
Conelation coemcient between Stock A and Stock B is 0-5

U/hat is the Srandard deviation ofthe portfolio? (5)

(b) Consider a stock wilh a beta of 0.9.The risk ttee rate is 5olo and the expected market
return is l2%.lf the stock is currently expected to retum 100/o.is it a good investment
according to the SNIL? (5)

(c) Brie ) explain ,\sset allocation p! ramid. (,i )
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-1. (a) With respect to the follouing inlormation gilen in the table find out the covariance
betrleen securit\ C and nrarket.
\llls l)ri ,l\iririlit\

Itr,
Normrl I 0.+ ll I t6
Boon I 0.{ .1, t-l

(j)
(b) Assunlc the risk-ice ralc is lorir. securil_r has a correlalion ol-{).8 uith the rrarket index
and a srlndartl dr"'r iation rrl l(r". r\hilc thc rmndard tl,",r iation \)t thc tniirlcl is l]ui,. ll the

markct crpectctl returrr is l('),. r!hitt i\ tlt( e\p(Lltil rcturn,'l thc .,scurit) I t.s)

(c)Explain different types of Mutual funds available tbr investmenr. (5)

5. (a) Rank the three funds given below with the help ofTreynor and Sharpe index.

Grovth Fund Retum/9/o) Beta u

-Y

t' l7 6

Z li 7i ll
Rf 9

t4

Is there any difference in the ranking according to these measures? If so why?

(b) Following table provides rhe details abour 3 ponfolios. Find out the difference
benveen the actual and expected retum using Jensen's alpha. On the basis of your
calculation rank them.

Portfb lio Return on
Ponfolio(%)

Ponfolio Beta

L-l

Risk Free
lnterest

6Yol5

B 0.9 60.,o

(5)

(5)

6. (a) Consider three assets in a portfolio composed of equal investments in each.Following
information is available with respect to them :

Securitr RetLrrn Standard l)eviation
890

ll l5o0 I6oo

('

C l8 1.6 6Yo

llarket Index ll 1.0 60k

ll9r 8o,u

P,T,O

-

15 1.5 i ll I
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{c) What is the Securitt Market Line (SNIL)and ho\\ is ir relared ro CAPM?



Conelation coefficient bet\een A and B is 0.,+. B and C is 0.8 beween A and C is 0.6.

Find out the expected rerum and standari deviarion ofthe ponfolio. (5)

(b) Briefly explain how random walk rheory relates ro the Eflicient Market Hypothesis?(5)

(c) Explain three types ofmarket trends aecording to the Dow theory? (5)


