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Part A: (Answer any 2 full questions) Marks

1 (a) What is one year holding period in share valuation? [03]

The holding period of equity shares can be both short term position and long
term position; when the asset is in a holding period for less than 12 months, it
is considered as the short-term holding asset, and if the asset is in holding
period for more than 12 months, it is considered as a long-term holding asset.

(b) Explain utility of economic analysis and discuss the factors considered for [07]
economic analysis?
Economic factors include economic growth, percentage of unemployment,
inflation, interest and exchange rates, and commodity (oil, steel, gold, etc)
prices. These affect the discretionary income and purchasing power of
households and organisations alike.
The economic factors that most affect the demand for consumer goods
are employment, wages, prices/inflation, interest rates, and consumer
confidence
(c) , [10]
You have decided to buy 500 shares of an IT company with the intention of
selling out at the end of five years. You estimate that the company will pay Rs. 3.50 per
share as dividends for the first two years and Rs. 4.50 per share for the next three years.
You further estimate that, at the end of the five year holding period, the shares can be sold
for Rs. 85. What would you be willing to pay today for these shares if your required rate

of return is 12 per cent?
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2(a) What is an efficient frontier?

Markowitz efficient frontier. The graphical depiction of the Markowitz
efficient set of portfolios representing the boundary of the set of feasible
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portfolios that have the maximum return for a given level of risk.
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(b) List the basic tenets of Dow Theory? How is technical analysis different from [07]

fundamental analysis?

Simply stated, volume should expand or increase in the direction of the major
trend. In a major uptrend, volume would then increase as price move higher,
and diminish as prices fall. In a downtrend, volume should increase as prices
drop and diminish as they rally. Dow considered volume a secondary
indicator.

The Dow Theory is the foundation of technical analysis, and its principles are
still very valid today. They can be applied in different asset classes and
incorporated into different trading strategies. Open an account with AvaTrade
and start trading the principles of the Dow Theory.

(c) Calculate the moving average methods for 5 days.

Days Closing prices
) : @)
157 33
2 35
3 ' 37.5

e 36
5 -39
6 40
7 40.5
8 38.5
B i . 41
10 42
11 a4
12 425

25 1 45

3 (a) Explain the candlestick chart.
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(©)

A candlestick chart is a financial chart that typically shows price movements
of currency, securities, or derivatives. It looks like a candlestick with a
vertical rectangle and a wick at the top and bottom. The top and bottom of the
candlestick show open and closed prices.

(b) Calculate the spot interest rate.
Tounderstand thecalculation o sﬁot etest e, e u ke anoterexample.Consider

2 zer0 coupon bond whose face value is Rs. 1000 and maturity perod i ive years. If the
isste price of the bond is Rs. 519,37, the spot inerest ra can be caluuatd as shown

Explain the various levels of information and the forms of markets according
to efficient market hypothesis (EMH)?

The efficient market hypothesis (EMH) or theory states that share prices
reflect all information. The EMH hypothesizes that stocks trade at their fair
market value on exchanges. Proponents of EMH posit that investors benefit
from investing in a low-cost, passive portfolio.

Though the efficient market hypothesis theorizes the market is generally

efficient, the theory is offered in three different versions: weak, semi-strong,
and strong.
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Part B ( Mandatory 10 marks)
4 A bond pays interest annually and sells for Rs. 835. | has six years left to
maturity and a par value of Rs. 1000. What is its coupon rate if it’s promised
YTM is 12 percent?
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