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I n stru ctions for Candidates
I . Write your Roll No. on the top immediately on receipt of this question paper.
2. Attempt all the questions.
3. All questions carry equal marks.
4. Use of simple calculator is allowed.
5. Answers may be written either in English or Hindi; but the same medium should

be used throughout the paper.
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Q.l. (a) Discuss horv taxes influence investment decisions. Also. explain the concept. of taxable
equivalent yield with dre help of an example. (6)

(b) The retums on fwo securities- A and B, mder difrerent possible states of natue are
given below:

State of Nature Probabilities Return A (7o) Return B (7o)
I 0.2 t0 6
2 0.3 l5 10
, 0.3 20 t2
4 0.2 25 15

You are requhed to find:

(i) Expected rehrn on Security A and Securilv B.
(ii) Risk (Standard Dcviation) of Securities A and B.
(iii) Covariance between rehrns of securities A and B.
(iv) Coeffrcient of correlation between dle returns on securities A and B (12)
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(c) Discuss the risk-retum trade-off with the help of examples.
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(d) An investor purchased an equil share at a price of { I .250. During the holding period.
he received a dividend of t110 and later sold the share for {1.380. The prevailing
inflation rate lvas 6%, and the applicable tax rale on inr estment retum rn-as 107o.

You are required to:
(i) Calculate the Holding Period Retum (HPR).
(ii) Compute the retum after tax.
(iii) Determine the real rate of retum after adj usting for inflation.
Also, elplain brieflv the impacl of taxation and inflatron on investrnent retums. (12)

Q. 2 (a) What is meant by credit rating? Explain its,significance for investors and issuing
companies. (6)

(b) A company plans to issue a bond having face value of t 10,000, *tich will be
redeemed over a period of5 years in five equal aru:ual instalments. The bond carries
a coupon interest rate of 9%. Find the price at which the bond should be issued to the
investors having an expected rale of retum of 10%. (12)

OR
(c) Write a short note on deep discount bonds ard floating rale bonds. (6)
(d) A I 2% bond with a face value of < 1 ,000 ard maturity of 8 years is currently selling

al < 950. The bond is callable after 5 years at lts. 1,120.

i) Calculate fie YTC.
ii) Should the investor buy this bond if tre investor's required rate of retum is l4o/;l (12)

Q. 3 (a) Explain the Dow theory of technical analysis and illustate it wit]r a diagram. (6)

(b) STR Ltd. is currendy paying a dividard of < 3 per share and is expected to grow at

I I o/o infinitelv. What is the value of the share if
i) Equitv capitalisation rate is 15%

ii) Equity capitalisation rate is l3%
iii) Growth rafe is 8% and equity capitalisaion rate is 14%

iv) Equity capitalisation rate is 1270, and grorrth rale is 6010

ox.

(12)

(c) Explain fte efficient market hypothesis and three forms of market effrciency- (6)
(d) The dividend on equity shares of XYZ Co Ltd. is expected to grow at 12% per annum

for the firsl 6 year and l0plo thereafter indefinitely. The most recent dividend received
is I 8 per share. If the required rate of retum is l4%, daermine the intrinsic value of
the dtare. If the current market price is t 240, advise whelher the investor should
purchase the share? (12)

Q.4 (a) Differentiate between the Secudty Market Line and the Capital Market Line. (6)

(b) The o<pected retums and standard deviations of two securities, A and B, are givan
below:
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The correlation coefficient between the retums of Securities A and B is 0.8.

A

B

R

l2o/o

l8o/o

o

22o/o

25o/o

An investor is considering the follouing altemahve portfolios

(i) 75% investmant in A and 25olo investment in B
(ii) 25olo investment in A and 75olo investment in B

Calculate the expectsd retum and risk of each portrolio and advise lvhich portfolio
should be prefened.

OR

(c) Examine critically the Harry Markowitz Model, giving its assumptions and limitations
(6)

(d) The follo*ing information is provided for hvo stocks. A and B. Find out the minimum
variance portfolio. Calculate the expected retum of ttus portfolio.

Stock A B
Expected Retum 2Oo/o

Standard Deviation 20% 30o/o

Coefficient of correlalion : -0.40

Q. 5 (a) What do -vou mean b.v Systematic Investment Plan (SIP)? How is it different from
Systematic Withdrawal Plan (SWP)? (6)

(b) Mr. Mittal has purchased both a call option and a ptd option on the same stock. Each
option contract consists of 500 shares. He purchased:

I. One 3-month call option with an exercise price of i160 at a premium of {20
per sharg and

II. One 3-month put option with an exercise price of{155 at a premium oftl7
per share.

You are required to determine Mr. Mittal's position and calculate the total profit or
loss if the market pnce ofthe stock on the expiration date is:

(i) ri2s
(ri) {1e0 (12)

OR

(c) Differantiate between Amedcan Option and European Option. (6)

(12)
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(d) The following information is available regarding four mutual ftmds

Mutual Fund Return (%o) Risk (c) % Beta (F)
w 18

x 20 25 0.85
Y 25 36 1.5
Z 17 26 1.4

Market 18 22 I

Evaluate the performance of lhese muhral fimds using dre Sharpe Ratio and Treynor's
Ratio if the risk-free retum is 107o. Corment on the evaluation after ranking the firnds.

(12)

urt 1. GD tnt Oalse frAst f{ot{it d fus ron sqrfrd a'tt tr urq d. o-t drq vra-e
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(6)

(q) qlr* dqtfrd sft@lffi 1s1a1s6 or Nature) *' eidrftI d sfum a \rs e b
qfrw-qfrsr{snt,

3frro1ffifud{kr6-srrf:

O cfu{fr A Si s eI orEftsd snqd r

0D cfu{fr A qti 3 61 frfuq @1-1-fi f*cO r

(iii) Cfritfrd A ftti s b CfrtEd b'cq V6-CStur (Covariance) I

(ivl Cfrltfrd aEi s &Cfrs-d bqq fflii*q gutm (Coeffrcienr of Correlarion) I

(12)

sIerqt
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r.t t( I t<t Iflq I yt tq qr(t AiFICfrIFtI(%) BirTcftrFIT(%)
0f)I l0 6

2 0.3 15 10

J 0.3 20 t2
4 25 i50.2
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(ut \16 ftasrfi i r r, 2s 0 C \ry' EEd Sqt sftfl r qnur ird& b frrH sS < r r o or
mHisr {rw g$_den $( fr ss+ ST oi rr,:s-o fr tE frur r rrfo-a gcrwth
(r eozo fr ilfi frd{r sfrs-d w q{ o1 (t roz fr r

snq-+lffiBdEfrry:+ro-rfrt

(D slRuf .]ItlftqfrS-f, (Frotding period Retum - HpR)
(ii)o-tqsnqft$-o
lriy grrwtfr b scrfrs{ ar qsld sr6fu{. cfrq-e 6r

qru d, fra{ yfrs-d w ovun Ei grrwlfr & qan-q 61 €dq fr sC +tfuS r

(12)

cx z Co"1 fu.Ed tEq € qr erfrrsrq Br ftM arn chr{ffi qr$ 6-{i qrd ti;qffi &ftswAq*unqreilqiftql (6)

(g) \rm drqft ao,ooo eifs-d {Fq qrdr ffi-s qrfi o-{A sft qtf,cl sfl € a frvfir
frf*er s Eff B1 srdfu fr +{ Eqrr qrffir frr{d fr fu qr qrqrn r frrs qr e.z" sl
Rq-+ 

qrq et tq t I qR friqrE;} a1 eqErd sft E-d qr i oz B, d m o1fu q fu 
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(qr t r,ooo .rift-a qe e+r s o{ o1 qft q-o-+r e-sft Elor r zy" frs edqH C
rqso tr{frfi'qda61fr1u-6dro-s s q{ggrd <r,rzo qt +iodrq (cauue)
tt
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G2l

cg s (6-) ilfitr+1 fffivq $ srg frEid (Dow rheory) Efi qreqr dfrq aqr {S tra sFdsgolfuqr (6)
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(i) EECI {fiolq (t t 5olo d I

tiil EFd {d-owr (t r lolo d I

tiiil qR et a% dttt qft-E {fros 6 1av" 61 1

ri"tfrd{tr+wt(t rzv.aqrEEetoxdt (r2)

OICIiII

eD IIffid qMn qk6-dHr (Efficient Market Hypothesis) deII tllu[R (ffi & d-{ \Eiq]

olqrgtolfrer (6)

(tr) xyz co. r-rd. &. gft-E ffi qt on+iqr fr cqq o sff ilf, tzvo sfuE{ defi tsE]'
sE o{Blsd srd a-o r ox qM Ek dA d ertgr t t Erf, d if qrw orqi{r r8
qfr {t{r qr r qE G{EfB-d qfrq.-6 Et r 4"/" e d tiR or vialw qu sra dfuq r

qR atqn qMR qs u+o t, d g-qn dfrq fu frt{rfi +1 qe tq{ s$-fir
srBSqrrar G2)

clr 4 C6') f€rdfuA cr&c dffi (Secunty Market Line) atn hfueo cl&d orfl (capital

Market Line) fr siir{ qg a1fue t (6)

Co1 d uPfi{frm a gi s b orEf}rd qfrFf, il{r qrffi ftTf,{ ftqEqrt B

uFil{fr R o

A 1 aol 22%

B l8o/o 25o/o

ufrr1frd a rrti e & cM h qq qriiGiq IUrifi o. a t r

qo Btqro ffiBa ffio q}ffiRrm q{ kdn +{ rEI e

(i) A fr 7s%Bilslatn s fr zsx frA{I
Gi) A q 2s%ftislaqr s q zszfrtsl

s-eo, mffi ft d a.r s{Ef&d qft w-d qs dRc rrd 41fr q arn qar{g fo o.t<-sl
mffiRr$srfq-ogqTffArnt (12)
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tur fr *d6 a qlti s h €6ftr fr mBd qrqor0 fl rr{ t r
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sf,q-qE{qif,: -o 1o

(r2)

Cfl s CiD 4-dRtd frAqf +qfT (Syslematic rnvesrment plan - Srp) t Wr o$Hfq frr 116

e-eft56p56*cFll (systematic wittrdrawal plan - Swr) tft-Sg$Rfifi?:
(6)

6q fr fut-o t rro 6 d"o qr qfo sfo ra qrd gd ofr qr{ ffi s0t B r q-So. sfi{H
orgiu soo $u-i o.r $ I sfrfr ffifu6 sfurt s&e'

1t I < r_oo &' r*t qw @xercise pri ce) T{ <z o qfr +w fr frqq tff I \1+. 3 cr6 6I
iD'td3fiqHl

tti) <rss & sfrqgeuw <rzuhtwfrfrqqeorqq- 3qr6orgdrfiqnI

3{rq+1 * futrf, E1 Rtfr fuim{d a-c{ ? aqr g,d qF{ ssrdr ffi fr rrut-{r

E rfr e qtr {crR ftfu trs d6. 6r erun qe fraqun d,

(12)

(6)

IFI' uftrralxy
t5

frfue1o1z (p)

w 18

25x 20 0.85

Y 25 36 1.5

Z 26 1.4

EluilI{ 18 22 1

(i) il2s
(iD {e0

o{tlerdqlds-d 12%

qr;r+'rfif,{ 2oo/o

gI?TtTT

OD ofiko,-{ sfuH aur qnfrT{ GflqH A oiin sg alfrq I

€) qR E{gord ri;lfr ts ritiq fr ffiEd qlror0 gqsdl t'

0.8
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Ufr dEn66 qfrs-d (t toz" fr, d stra.p" Ratio tTtII Treynor Rario.FI srlfrrl

o-G gS 5{ qlsrm ritBI }. e-d{q at qiqr#-{ 41fu S t qd +1 tFbrr 6 3f rER

qtBqufrfiolfuqr (r2)
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