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1. (a) Define the term ‘investment’. How it is different
from speculation? What factors should an investor

consider while making investment decisions? (8)

(b) Following information is available in respect of
the rate of return on two securities X & Y

Condition Probability Rate of Rate of return

return on X onY
Recession 0.30 -0.20 0.10
Normal 0.40 0.25 0.15

Boom 0.30 0.30 020
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Find the expected return and risk of security X
and Y. Which sccurity is less risky and why?

(10)

Or

(a) Explain the term ‘risk’ in the context of investment
in securities. What are the various sources of risk
in an investment? Explain and elucidate. (8)

(b) Speculation is equivalent to gambling. Explain. How
do inflation and taxes impact investment decisions?

Explain with examples. (10)

(ar) ‘FRw’ T @ IRt SN a8 weeT ¥ T
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i ot el R =R s =nfge?

(@) @ whefed X R Y | Ret &t = & d&g A
FrafolRaa SR Sue=r 2 - |

fRufa IUET | xRREAB R | yRRAB R
HA 0.30 -0.20 0.10
3jteie 0.40 0.25 0.15
aoit 0.30 0.30 020
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2. (a) Write a short note on callable bonds and junk
bonds. Also state various properties of bond value

described by Malkiel. . (8)

(b) Following information is available in respect of a
bond: Face value ¥500; Coupon rate: 8%; Time to
maturity: 10 years; Market Price: ¥570; Callable
in 6 years at ¥550. Find out YTM and YTC of the
bond. ‘ (10)

Or

(a) What are the various kind of risks associated with
bonds? (8)
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(b) What do you mean by credit rating? How is credit
rating relevant for investors? Also, explain the
process of credit rating of debt instruments

adopted by credit rating agencies. (10)

(37) =i AT WS SR Weh W8 W U wltr A frfae
HAfewac g AUl 8 od & AT o = < =
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3. (a) What is the difference between the fundamental

analysis and technical analysis? (8)

P.T.O.
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b) Explain the efficient market hypothesis ang thre
(b) Exp Sy r
forms of market efficiency. (l(,)
Or

(a) Explain Dow Theory. Also, cxplain its relevanc,

in analysis of securities. (8)

(b) A firm paid a dividend of ¥16 per share and the
face value of the share is ¥10. The dividend i
expected to grow at 5% p.a. The company belongs

to a risk group for which the equity capitalizatiop
1s 12%.

(1) What is the intrinsic value of the share?

(ii) Would the value be different if risk class

was 15%°7 (10)
27 ,
(@) e
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4. (a) Explain Security Line and Capital Market Line.

~Also Differentiate between Security Line and
Capital Market Line. (8)

(b) Return on shares of A Ltd. and B Ltd. for two
years are given below —

Return of A Ltd, Return of B Ltd.
Year 1 15 10
Year 2 17 14
Calculate

(i) Expected return of each stock

P.T.O.
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(i) Risk (standard deviation) of each stocl
ii) Risk (¢

i stwe A and B.
(iii) Covariance between A ¢

(iv) Coefficient of correlation between A apq
B.

(v) Expected return and risk of a portfolig

made up of 30% of A and 70% of B.

(vi) Expected return and risk of a portfolio if

investment in A and B is in the ratio of
2:1. | (10)

Or

(a) “All efficient portfolio are feasible but all feasible
portfolios are not efficient”. Do you agree? Explain

in the context of Harry Markowitz Model.  (8)

(b) Following information is available in respect of a
security A and market portfolio M,

By

Probabilitics Security A Market Portfolio M
0.2 6 12
0.5 10 15
e
0.3 16 18 _,,J
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Find oul

(i) Market return ol security A and market

portfolio M.
(i) Variance of Security A.
(iii) Variance of market portfolio M.
(iv) Beta of Security A. | (10)

(31) Qﬁ‘iﬁiﬁwqﬁwmaﬁmlﬁa&ﬁa
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(a) Define Financial Derivatives. Also distinguish

between call option and put option. (8)

(b) Explain the way of ‘functionihg of Mutual Fund.
Explain any two types of Mutual Fund other than
Open ended and close ended funds and also

differentiate between Open ended and Close ended
funds? (10)

Or

(a) Distinguish between Systematic Investment Plan
(SIP) and Systematic Withdrawal Plan (SWP).

(8)

(b) Define Option, Future and Forward. How futures

are different from forwards? (10)

(31) o IQART 1wt A e T 3R I
M & & N IR HRm)
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