Important Note : 1. On completing your answers, compulsorily draw diagonal cross lines on the remaining blank pages.

50, will be treated as malpractice.

2. Any revealing of identification, appeal to evaluator and /or equations written eg, 42+8

USN {0

06 Marks)
(08 Marks)

(02 Marks)

maturity period of four years. The féce 4alué is 35
Calculate duration of the bond A dnd B

If a preferred stock’s annual dwlc}end is Rs.5 a requ1red return is 8%. What is the
worth of preferred stock today" \ (02 Marks)
The current dividend on an equity share of ABC le}ted is Rs.3.00. ABC is expected to
enjoy an above normal growth rate of 20% for a perlod o;f 6-years. Thereafter the growth rate

will fall and stabilize at 10%. Equity investors require a r&tur of 14%. What is the intrinsic

value of the equity share: af ABC Ltd.? (06 Marks)
Calculate the 5 dayz bMA for the data given below:
Day 213|145 [6[17]8
Closing prlce (Rs}\ 790 | 95 | 94 | 96 | 100 |98 [96 | 95 | 97 Too I
(08 Marks)
(02 Marks)

A portﬁ)ilo con51sts of 3 securmes A, B and C The proportions of these se»uﬂtles are: 30%,
A (m %) are
6, % and 10. The correlatlon coefficients among security returns are pas = 0.4, = (.7 and
pAc = O 6. What is the standard devnatlon of portfolio return? " (66 Marks)

o

Stock A | Stock B
Expected return 16% 12%
Standard deviation 5% 8%
Coefficient of correlation 0.6

i) What is the covariance between stocks A and B?
ii) What is the expected return and risk of a portfolio in which A and B have weights of 0.6
and 0.47 (08 Marks)
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"Dlstmgulsh between economic and financial investment.
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*”Shankar is considering following investment alternatives. What should be. Ythe requ1red

rate ofireturn for each of the following investments if return on the market is o%and return

on treasury bill is 6.5%.
Qeeurlty A|B|C|D]|E
s ;‘Beta. 1.2109(13]05]1.2

’/‘z X

e - (06 Marks)
ey ipdustry factors that need to be studied in fundamef;\ttal analysis. (08 Marks)

(02 Marks)

Stocks A and B have the following parameters
Stock A | Stock B
13% 18%

T 25% 28%
(s 0.5. Determine the_ mlmmum risk portfolio. (06 Marks)

st three years:

Expected retn{n
Standard deviatioi
The correlation between A &
Stocks x and y display the tellowmg returns over the
Year | Return | < f\\;
X1y
2014 | 10 | 16
2015 | 18 | 12
2016 | 08 | 14 .
i) Find each stock expected return and standard deviation.
ii) What is the expected return and I‘lSk oﬁa ortfolio made up of 40% in x and 60% in y?

(08 Marks)
What do you mean by portfolio r reg i ‘ (02 Marks)
Describe the key steps involved in’ p@nfollo manaOe ent. (06 Marks)

Consider the following informatign for three mutual finds P, Q and R and the market.

Mutual fund | Mean returti (%) Standard deviatiom {%).| Beta
P 18 o 20
Q 24
R 27

Market Index 20

Sharpe measure and

Ire
. (08 Marks)

The mean risk fre«ef"“ate was 10%. Calculate the Treynor m
Jensen measure (d;

Anand is considering the purchase of 3 securities A, B and C for the next: year. The returns
of the seeurfttes depend on next year’s state of the stock market. The s mated rates of
return are shown in the table.

! tate of market | Probability Rates of Return

A (%) | B (%) | C (%)
Recession 0.25 10 9 14
Average 0.50 14 13 12
~ Boom 0.25 16 18 10 N
), Fmd each stock’s expected rate of return. (04 Marks)
1) Determine the standard deviation of each stock. (04 Marks)
iii) If Anand invest one third in each security, what would be his portfolio return and risk?
(08 Marks)
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