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Instructions for Candidates

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

2. Attempt all questions.

3. All questions carry equal marks. All parts of a question must be attempted
together.

4. Use of simple calculator is allowed.

5. Financial tables will be provided to you in the Examination Hall.

6. 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) What factors should an investor consider while making investment decisions?
How does inflation affect returns from an investment? Explain with the help

of an example. (6)

(b) The following is the probability distribution of return on two securities Q and

S under different economic conditions:

Economic s Return on Q Return on S
Conditions | T robabilities (in %) (in %)
Recession 0.30 -20 5
Normal 0.40 25 10
Boom 0.30 40 12

(i) Find the expected return and risk associated with Securities Q and S.

(i) Which security is less risky and why?

(iii) Suppose an investor has Rs 10,000 to invest. He invests Rs. 5,500 in
Security Q and the remaining Rs. 4,500 in Security S. What will be

the expected return of his portfolio? (12)

OR

(c) Briefly explain different investment avenues available to investors in

India. (6)
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(d) The returns on two securities under four possible states of nature are

given below : (12)
e Return on A Return on B
States of nature | Probabilities (in %) (in %)
1 0.2 7 4
2 04 9 10
3 03 14 18
4 0.1 18 28
Find :

(i) Expected return on Security A and Security B.
(i) Risk on Security A and Security B.
(ii1)) Covariance between returns on Securities A and B.

(iv) Coefficient of correlation between returns on Securities A and B.

2. (a) “The market prices of bonds are inversely related to the market interest

rates.” Explain with the help of a diagram. (6)

PT.O.
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(b)

(c)

(d)

4
Ryan Ltd.’s 12% bond with face value of Rs. 1000 is currently available
at a price of Rs. 950 and has 8 years remaining to maturity. The
redemption value will be 90% of the face value. Calculate the YTM on this
bond. Should this bond be bought by an investor if his required rate of

return is 13%? (12)

OR

Differentiate between : (6)

(1) Callable bonds and Putable Bonds

(i) Yield to Maturity (YTM) and Yield to Call (YTC)

Mack Ltd. is proposing to issue 9% bonds of face value of Rs. 1000 having
maturity period of 5 years. The required rate of return of the investors is

T%.

(1) If the bonds are redeemable in 5 annual installments of Rs. 200 each
over 5 years period, at what price the bonds should be offered to the

investors?

(i) If the company decides to redeem the full face value of Rs. 1000
at maturity i.e. at the end of 5" year, what will be the value of this

bond? (12)
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3. (a) Explain Economic-Industry-Company (EIC) approach of equity analysis. What

are limitations of using this approach? (6)
(b) The following information is available about a company : (12)

Current Earning per share (EPS) : Rs. 2

Dividend payout ratio : 50%

Growth rate in earnings : 6% p.a. forever

Required rate of return : 10%

Expected PE ratio after 5 years : 12.5

Calculate :

(i) The intrinsic value of share at present.

(i) The expected price of the share at the end of 5 years using constant

growth model.

(iii)) The expected value of the share after 5 years using Earning Multiplier

approach.

(iv) The maximum price at which an investor should buy this share

today.

OR

PT.O.
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4.

(c) Explain any 3 charts used by technical analysts to predict future price

behavior. (6)

(d) Mr. Shukla wants to invest in a company that has just given a current dividend
of Rs. 5 per share. Dividends are expected to grow at 10% p.a. for the next
5 years; at 8% p.a. for 6-8 years, and at 5% p.a. thereafter perpetually.
Find the intrinsic value of the equity share if the required rate of return of
Mr. Shukla is 10%. If the actual market price of this share is Rs.100, should
Mr. Shukla buy this share? (12)

(a) Differentiate between : (6)

(1) Capital market line (CML) and Security market line (SML)

(i) Beta (B) and Standard deviation (o)

(b) The following information is available about two securities: (12)

Security Y Security Z

Expected return 20% 12%

Standard deviation 15% 8%

Correlation in returns of Y and Z 0.6
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(1) What is the Covariance between returns on Security Y and Security

7?

(i) What is the expected return and risk of a portfolio in which Security

Y and Security Z have weights of 0.6 and 0.4 respectively?

(i) Can risk of a portfolio be completely eliminated? If yes, how?

OR

(c) What is an Efficient Portfolio in the context of Harry Markowitz model?

Explain 6 the role of investors’ risk-return indifference curves in selection of

an optimum portfolio out of the efficient portfolios.

(d) Given the following information in respect of three portfolios: (12)
Portfolio Expec.ted return Risk in t.er{ns of standard
(in %) deviation (in %)
X 26 30
Y 29 18
V4 24.6 16

The return on market index is 18% and risk on market index is 10%. If the
risk-free rate of interest is 7%, find using Capital Market Line (CML) which

of the above portfolios is efficient or inefficient?

PT.O.
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5. (a) Whatis a Mutual Fund? Explain the difference between Open Ended Schemes

and Close Ended Schemes of Mutual Funds. (6)

(b) Write short notes on any three of the following : 12

(1) Put Option

(i) Exchange Traded Funds (ETFs)

(i11) Participants in derivative market

(iv) Net asset value (NAV) in a mutual fund scheme

OR

(c) What are financial derivatives? Differentiate between futures and options

contract. (6)

(d) A one-month call option on the shares of XYZ Ltd. at a strike price of
Rs. 45 is available at a premium of Rs.3. Find out the net pay-off of call
option holder and call option writer if the market price of the share on the

expiration date is :

(1) Rs. 38

(i) Rs. 42

(i1) Rs. 45

(iv) Rs. 50
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(v) Rs. 52

What will be the break-even price? (12)

1 (%) FEw qed Pl oo w Fewe @ R el ) feR e aifte? et
e A wr giawhel ol Y WIiad el 87 Ueh IeENUl i g8l 9 9Hesy|

(6)

(@) Fraffaa wfieo fafter s aRfeaforl §F @ wfesferl Q 3ii s W wfower &
e faaeor Tater ®

St hRet | @ . Q vt gfereer S wT yfereer
: (%) (%o )
Ty 0.30 -20 5
= 0.40 25 10
i 0.30 40 12

(i) v Q 3R S ¥ {3 snifera witwet 3k Wfewr &1 o e
(ii) T & TRem FH ARG WA T SR FA 7

(iii) T =AfSe frdt Fawes & am faw =@ & fore 10,000 T ) 98 5,500
TR RFERA Q ¥ 3R AW 4,500 TR RS S A fHaw wean 21 Sa=&
GIChITerdl ST JTUTerd Wfawhel /T BT 7 (12)

P.T.O.
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(1) ¥R & e & forg Suere o few fewedt e @8 A oo il (6)

(&) WR Efea wigpfaer aRRufadl § @ wfofodl W fawer e fear @ 2

T T | s Egjgﬁ ngﬁ
1 0.2 7 4
2 0.4 9 10
3 0.3 14 18
4 0.1 18 28

frrertferd

(i) A v ik ReiRe ot w snfem wfomen
(i) ERem T 3R G & W Afaw

(i) FREIT T 3R A R Afwa @ S FETER

(iv) vfoeafe T 3k &t W ufiwd & S geEeer Ui
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2. (F) ‘¥ & 9NN TF 3R IR &S U B G e w6 B 317 U SInE A

FETT ¥ TV AT (6)

(@) T fifies &1 12% =t & aren s, fomet $ifRd 959 1000 9 2, a9 o 950
TR A IUe B AR FE uRvEEdr A 8 a¥ AW B A qd Al A H
90% BN @ d-s W diiYe & d (YTM) & ToFT Shifog) o fodt e =t
TE dive @ ey afe Igat Infem uied ) 13% B7 (12)

(1) Feffaa & 9§ s AR
(i) wiiae diFe 3R qead aive
(ii) aRaFadr W IuS (AEATH) 3R HieT W Iuo (AT (6)

(&) #% fafies 1000 T & 3ifhd a At 9% dFE IR FA HT TET I W@ T,
et aRagaan safr 5 af 21 Fewes & foro snftm afwe ® 79 2

(i) afe dice 5 aut @it s@Efer ¥ 200 T A 5 FIfFEF Rl F SHC W AT 7,
A Fawl A st fhe Fa W 9w e we =g ?

(ii) afe ot aRaeFad W a1 59 a9 & AT A 1000 T ® QX 3fhd qed
WA o v o, @ 3@ 9ie o qed R/ enm? (12)

P.T.O.
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3 (%) eRed fwm @ s -sd-wE (SmEd) g @ e iR @
Sea @ ST < ded e #7 (¢)

(@) T & & aR § e TFea Sues @

T AT AR I () L 2T

EIGIESURICEN GEIR] : 50%

I A gfg w D 6% Wia a¥ g & fog
qOE Fir sfed ® © o 10%

5 qu & ae JMfed WE U : 125

AT T

(i) T | IR F AARE T4
(ii) Rer gfg et T ITAN T §Y 5 W & A A I 1 e Dl
(iii) ST AR Tghd 1 ITANT FXh 5 Tu & a6 I N I Jedl

(iv) 3T e =t 3@ W & @ler & fog siftreraw Fvm @ s
=feg? (12)
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(A1) T faTeienl g Wie® § Rl & HEER St Jiasant i & oy I9anT iRy

T e fReEl 3 @mel ot e Fif (6)

(o) it e T V& Fwo F FAw o wed 7 G w8 A ufe R 5 v ww
e o 21 e 2 o sTet 5 ANt e nenE | 109% Wi a6 @ gfg eRta STl
6-8 AW T 8% WY AW H g BN IR Igd AT AARAS FA qH 5% W
T = gfg el Wi Afe S Faren St Ul Wfhd R 10% €, W IWR @ FARS
T A TG AT T8 IR 1 aRAfdeh SR Ao 100 T9Y 2, A R St T
78 q @WAe =Y ? (12)

4. (¥) Fefofae & 9= § Jw SR
(i) 9ot SR WEr (o) SR wfasfe SoiR W (TEeEee)

(i) Ser (B) 3R w9 fawem (o) (6)

(@) 2 vl & aR § FafoRad SHeEt Sues @

s Y st Z
rufera wiawar 20% 12%
e T 15% 8%
Y 3 Z % yfawal § gedsy 0.6

(i) v Y SR wfeifa z2 ) Ret & S waRkee & 27

P.T.O.
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(i) 38 ACHIferar 1 Ife wfower 3R Siew == Bnm fred wfoafa Y sl

wffe Z @1 SR e 0.6 3R 0.4 B?

(iii) o AEHIET & ARG Al U oXE & gArd fFar o "ewen 27 afe &, @
N (12)

(1) 2 wrRifdES Ao & Fosf A v IS ACHIer 1 B? HIA ASHIFerAr H ¥
TR ACHICTAT T T A Ha9ehl o ARG - Tfhel ISl Johl ot SIRIehT eIt
EAI (6)

(F) 9 Aewferr & dewr ¥ fAfoRan SR @ T 2

LiCRAINEIN snféra wewer TR fererem & gt o sifem
(# %) (srfererar )
T 26 30
aTs 29 18
e 24.6 16

AR gAHF W AARA 18% 7 3 TR Faeish W ARG 10% 81 afe
TR - T M R 7% B, T Gl IR @ (QTARe ) 1 ITART Feeh A o
fr ST AIdwiferar ¥ ¥ FIT A RIS T A JHIA 87 (12)
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5 (F) VIS WS R 3?7 NUA TIT W IR Fellos U TN @ AT IR T
e (6)

(@) FeafoReg & ¥ foredl <91 W @ferg oot forfag
(i) ge s

(i) oISt 23T we (SEWH)

(iii) SRAfcT SIoR & WRIER

(iv) wrgsre we Ao ¥ Y& uRaur T () (12)
aa
(1) o<l RAfT = 27 "EE SR " Hiede W W W g (6)

() XYZ *iffids & R R 45 TR & LES o0 W T Ao 0 DHid AT 3 T
& N R I 81 Al wwfea ff W R o SR o e 2, @ s

I URF IR FA I T2 FH Tg WA AT AT
(i) 38 T
(i) 42 T

(iii) 45 &

P.T.O.
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(iv) 50 T

(v) 52 T

I -39 Fd T BRI Y (12)

(4500)



