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SECTION-A

Answerall questions. Eachquestion carries2 marks. (10x2=20 Marks)

1. What is speculation ?

2. What is company analysis ?

3. What is bullish trend ?

4. What is weak form market efficiency ?

5. What is market risk ?

6. What is constant rupee value plan ?

7. What is put option ?

- 8. What are the assumptions of APT model ?

9. Whal is Yield to Call (YTC) ?

10. What is optimum portfolio ?

SECTION - B

Answeranyflvequestions.EachquestioncarriesSmarks. (5x5=25Marks)

'l '1. Find the duration of a 6 % coupon bond with a tace value o, Rs. 1 ,000 making
annual interest payments, if it has 5 years until maturity. The bond is redeemable
at 5 7o premium at maturity. The market interest rate is currently 8 o/". 

.

12. What are the key economic variables that an investor must monitor as part of his
fundamental analysis ?

13. What type ot chart patterns are used in the technical analysis ? 
p.r.o.



14.

15.
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What types of empirical tests are used in the weak-form of market efficiency ?

Consider two securlties, P and Q, with expected returns of 15 y" and 24 %
respectively and standard deviation of 35 % and 52 % respectively. Calculate
the standard deviation of a portfolio weighted equally between the two securities
if their correlation is - 0.90.

The return and risk figures ol two mutual funds and the stock market index are
given in the lollowing table :

Fund Return ("/o) sD (7") Beta

A 12 18 o.70

Z 19 1.30

M (Market lndex) '15 n 1.00

The risk free rate of return is 7 %. Calculate the performance of three funds by
using Sharpe Hatio.

A short cash posiiion of 1,000 shares of BPL Limited is hedged by buying shares
of ACC Limited. Assume every Rs. 30 change in ACC ,utures prices, there is
Rs. 20 change in BPL cash prices. Determine how much number of contracts is
required to minimize risk.

What are the similarities between financial futures and option contracts ?

SECTION - C

Answerany two questions. Each question carries 15 marks. (2x15=30 Marks)

'19. Explain the investment process in detail.

20. Explain the principles oI Dow Theory.

21. A company paid a cash dividend of Rs. 4 per share on its stock during the
current year. The earnings and dividends ofthe company are expected to grow
at an annual rate of 8 % indefinitely. lnvestors expect a rate of return of 14 o/" on
the company's shares. What is a fair price for this company's shares ?

22. A security pays a dividend of Rs. 3.85 and sells currently at Rs. 83. The security
is expected to sell at Bs. 90 at the end of the year. The security has a beta of
1.15. The risk free rate is 5 % and the expected return on market index is 12 %.
Assess whether the security is correctly priced.

16.

17.

18.


