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Instructions:

1. This paper consists of NINE questions carrying Equal marks.
2. Question No.l consists of 5 Compulsory questions of 2 marks each.
3. Answer any FIVE questions from question 2,3,4,5,6, 7,8 and 9.

4. Each question carries 10 marks. Figures to the right indicate marks.

Q.1. Answer the Following Questions:

(5X2=10)

a) How is Investment different from Gambling and Speculation (State any Two Points)
b) Define Risk and its nature in Security Analysis.

c¢) The Price of Rs.1000 par value bond carrying a coupon rate of 6% and maturing after 5

years is Rs. 1020. Calculate the Approximate Yield to Maturity on the Bond.
d) Describe Markowitz Efficient Frontier.

e) Why is it essential to Evaluate the Performance of a Portfolio.

Q.2. PQR Ltd’s Debentres provided the following returns for the last 5 years:

Year Rate of Return (%)
2018 15
2019 14
2020 15
2021 13
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Calculate Average Returii, \
+ sk Variability in the reums of PQR 1d's Debentures for the period 2018-
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. o Comnany 18 also dependent on the pe ance of the Ec ,
. The performance of a Company is pe ¢ performance of the Economy,

/o
{0

where some oconomic factors have a positive impact while the others have an adverse
tnpact on the Company performance. Anucipating such an impact is not always casy as the
Economy is also influenced by the element of future uncertainty. In light of this Statement,
oxplain briefly how a company can forecast and analyze the Economic Impact on its Market

performance. (10)
Q4.A. Blue Company issues 2 Rs. 1.000 bond. with a coupon of 8% payable annually. It
marures I six years. Calculate Macaulay Duration and Modified Macaulay Duration for

©)

B. Bonds or debentures, are issued by companies and financial institutions as a means of

the Blue Company Bond.

raising money from the markets in the form of loans. Highlight and explain the types of

“)

Bonds issued in the market based on their distinctive features.
Q3. Answer the Following Questions:

A. An investor is looking fora four-year investment. The share of Skylark Company is selling
for Rs 75.

5. They have plans to pay a dividend of Rs 7.50 per share each at the end of first
and second years and Rs 9 and Rs 15 respectively at the end of third and fourth years. If the
mvestor’s capitalisation rate is 12 percent and the share’s price at the end of fourth year is
Rs 70, what is the value of the share? Would it be a desirable investment? 3)
B. The Edward Corporation recently paid a dividend of Rs. 4 per share. Dividends have been
$OWIg at an anmual rate of g9y and this growth rate is expected to continue in the

ble future. If the Required rate of return for Edwards stock is 14%, what is its

@)
C. The Current dividend op an Equity share of Omex Ltd. is Rs. 5 on an EPS of Rs. Rs. 20.
Assume tha ’

2l the dividend wij grow at a rate of 18% for the next 4 years. Thereafter. the
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Grom Omex s Vauity shire, What i the Intrinmie Virlue of Omiex's Vaguity Shiare? (5)

O 6 The following information is nvailuble about he alo ks of two compinies X and Y;

Stock A

Fxpected Retam (Ya) | Probability
10 , 0.10

15 0.%5

20) (), 30

29 0,25

~ 1
Stock 13

Fapected Return (%) | Probability
10 0.15
20 .20
a3 0.30
30 0.35

The coefficient of correlation between the returns on X and Y is 0,05, A portfolio is
constructed by allocating the funds between X and Y in the ratio of 2.3,

You are required to caleulate:

a. The expected return on the portfolio,

b, The portfolio risk. (10)

0).7.5. The following, is the information regarding the stocks of four companies:

Sock | Mapected return Beta

Gamma | 12% | 1.10

Delta | 14% | 0.20

Eprilon | 16% s

Kappa | 14% ‘ L5 If the return from gilt-edped
wecnritics i o o 5% and market index is 15%,
you are required 10y

2. Jdentify the undervalued and overvalued sccuritjes,
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Roll No:

b Sueeest which seeutities should be boupht and which securities should be sold, (5)

1 The tollowing details are piven o Sanand Fast Companies stocks and the Nifty 50 for

a period of one vear, Caleulate the systematic and unsystematic risk for the Companies

stocky,
Sun Stoek | Fast Stock | Nifty 50
Average Return 0.15 0.25 0.00
Vartanee of Return 0.30 5.80 2.25
Reta 0.71 0.685
Correlation Coeflictent 0.424
Coetlicient of Determination 0.18 I

(5)
Q8. An Investor has pathered the following information about Five Mutual
AB.CD and 13

Funds, Namely,

Mutual Funds Return (%) Std. Deviation (%) Beta
A 15 5 =
B 10 - 4' ' 0.5 .
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Return on risk-free asset is 5% and on market is 18%. Evaluate and Rank "ihcs?:’"rv"lfnﬂﬁﬁim
using Sharpe’s ratio, Treynor's ratio and Jensen's Alpha. -

\_t)".“ g 3, \ nala 5 Jmad . '
Q.9. Formula Plans provide the basic rules for the purchase and sale of securitics in a portfolio.

What are the ass ions of For . . .
re the assumptions of | ormula Plans and discuss briefly the types of Formula Plans as

per the Investment Objective of Tnvestors, (10)
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