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Candidates arc rcquired to give their anet'ers

in tluir own words as fo as Praclicable'

GrouP - A

Anwer anY c{gfu que$ioDs : 5x8=40

l. Explain in kief the charrctedgics of securities'

2. Enunrsde the major pofurb of difrercnce betrmr c4ital

mEket aDd monery market

3. Explain the concept of invesmrcnt. How is it diftercnt

fiom sp@lr[ion? 3+2

4. Discuss tre Dow lheorY.

5. Mr. John buys 100 shares of A Ltd. at a price of

Rs. 225 per share. He holds the share for four years

after u{rich he sold the in€strtent for Rs 70000' Dtiring

P.T.O.
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this period, he rcceived dividends of Rs' 2000 on his

holding. You are rcquired to comprne the holding period

rate of retrnn and annualisod return 3+2

6. Is lhere any r€larionship between nurnba of securities in

a portfolio and total risk? Explain with the help of a

diaprrL

7. E Alain tlrc tefins 'hsirrcss risk' f,d 'finarcial dsk''

8. The following information about s€ctrity Z is given to

)ul. :

Year Retum ofN (%)

2022 l5
2023 l0
2024 12

2025 l3

Cornpute ttre standad de't/iation of ttre secrnity'

9. Whd is c}rAeriSic line? How is it useful fu iIIve$Gs?
1+2

10. Determine the expecrcd retum of security I if the

expected rcturn ofA (beta = l '90) and that ofB (beta

= 1.65) are 14.50 and 13'25% respectively' It is given

trar the covariance ofl and the Sense:t is 160 and the

varialrce of tlre nraket is 80.

11. How do mrnnl fi.nds dive,si$' 6eir invesurcnfl Wlry is

it less rislrY tun equity sharcs? 3+2



(3)
12. Compute the risk of security D bas€d on the following

infamaiqt

State of the economY Probability Retum

I 20% lOYo

2 !0o/o l4o/o

5 l0o/o l9o/o

4 40o/o 25o/o

GrouP - B

Answer mylour questions: 10x4=40

13. O Explain ttre conc4t of bord drraion'

Piku Ltd. issued bonds having face value of

Rs. l00O and cotpon rate of 10%' If ttre bond is

rcde€rnable after 6 years at par, compute the bond

duration assuming that lhe cost of capital of bond

is l2o/o.

CO Wlry is valuation of bonds compr*irrcly easier than

tha of equitY strares? 7+3

14. O Stde the assurrptiors of CAPM.

($ Explain the CAPM equation and mention its

importance. 5+(3+2)

15. @ Narrate the importance of NAV in the case of
muhal fimds

v-31r'90(B) - r00
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CO Crm$me NAV in *re following case :

Particulars 01.01.2023

Equity share holding:

Holding U (1000 shares):

Market price Per share

Rs.90

Equity share Holding Y

(E000 shares). Mad<*

price per share

Rs.250

Investment in bonds :

Market value
5,00,m0

Cash and cash equivdens 1,50,000

Short-tenns liabitities 1,20,000

Long-term liabilities 5,50,000

Accnred income 1,02,000

Accrued expenses 80,000

No. of outstanding unis 50, 000

(rii) Write a short note on Sharpe ratio as a measure

for arahrming mrtnl finds 3+4+3

16. What do you understand by an eflicietrt market?

Disinguish between weak fomr and strong fomr of

nraket efficieocY. 4+6

l?. O I\rr Pritm holds a porfolio kving se'udties J md

K which arc ir the ratio of l:2' Their respective

rdrns ffE lT/o ad l5olo, urheieas their vaianccs

are 8l and 225. lf the correlation coefficient



(s)
between the securities is () 0'40' determine

portfolio return and Portfolio risk' Is the'risk

minimised in the given case? Show necessary

comprfidion

(0 What is spot interest rate in the case of a zero-

coupon bond?

(ii) Compute spot interest rate of a zero-coupon bond

that has face value of Rs. 1000 and is going to

mdrrc aft€r two yea$ at ptr It is presently se[ing

at Rs. 750. 0+3+2)+2+2

18. O Discuss tlre concept of efficient frornier'

(D Stale the concepts of active portrolio revision and

passive putrolio revisiorl. 6+4

Intemal Asscssment : 20 merks
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