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art A

.4nswer all the questians.
Each question earri.es I weightoge.

1. Explain the importaqce of Investment.
2. What do you mean by Bond immunization ?

3. Define Moving Averages.

4. Define intrinsic value of security.
5. What is CMt ?

6. State Treynor,s index.

(6 x 1= 6weighthge)

Answer any sirxof ttw futtowing.
Each euastion carrics S'*"Wi;".

7 ' "No investments is risk free"' In view of this statement, Justift your view. can this be eliminatedorminimized ?

8' Discuss the wide array of investment avenues available in India. AIso bring out the merits anddemerits of each avenue.

9' Explain Bond varue Theorems with exampres. Do youthink that these theorems have any practicalvalues

10' 'Economic forecasting is the heart of the economy analysis'. comment and briefly explain varioustechniques of econornic forecasting

11' Technical Analysis is useful to predicting individual share price as welr as the direction of themarketasawhole,.ElaborateandillustrJte.'r----
12' Explain cApM Theory and its varidity in the Indian stock Market.

Part B

Turn over
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L4.

Describe the procedure developed by Markowitzfor choosing the optimal portfolio of risky assets.

Describe the key steps involved in portfolio management.

Part C

Answer ony two of the following.
Eoch question corries 6 weightage

Compnre aiid contrast Fundamental Analysis with Technical Analysis

Define Oplimal portfolio and explain the ch'aracteristics of an optimal portfolio in detail.

Ttre foltowitg Information is provided regarding the performance of the funds namely Kotak Life
Style funds, JM Finance Basic Funds and Standard Charted Premier Equity Fund for the period

of 6 months ending Dec 2015. The Treasury bill rate is 7.5 %. Rank them with the help of Sharpe
and Terynor Index and Discuss.

Fund Nanne

JM Finance Basic Funds

15.

16.

t7.

%
25.38

25.11

25.01 3.55

B

0.23

0.56
t,a

0.59

(2x6=12weightage)

oP

4.00
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THIRD SEMESTER M.COM. DEGREE IPWSDE]
APRIL 2O]'7

MCsE(F)02-SECURITYANA]JSISANDPoRTFoLIoMANAGEMENT

Maximum:80 Marks
Time : Three Hours

Part A

Answer sll the questions'

Each question carries 2 marks'

1. What are the objectives of Investment ?

2. What is meant by Portfolio Management ?

3. What is Yield to MaturitY ?

4. What is SML?

5. What is Arbitrage Pricing Theory ?

Part B

-Answer 
anY fout questions'

6. Briefly explain Ethical Investing'

7. Describe CAPM'

8. Explain the process of Portfolio Analysis and Selection'

9. Explain methods used for measurement of risk and return' '/

10. Describe ihe A"ti'e and Passive Investrirent stratelles',

11. pricol LJd.paid a dividend of Rs. 4 per share to equity shares of the company. The rate of dividend

have been growing on annuar r,.i";ft;;nd this growttrrate is e:rpected to continue. what is the

present rulo" of Jock if the required rate of return is L4'Vo'

Answer atLY t'wo questions'

L2. What are the approaches to Equity Analysis ? - - lt

13. lvI/S Tejas induStries limited is now showing a dividend growth rate of 29 %' After 5 years' it's

expected to slowdown and come to 4ormal glo*th rate of"6 Vo'l\srequired iate of return is 15 7o

and its present dividend is Re. 0.50 per rhai". what is the curren value.of itsi** ?

t4. what are the different portfolio Evaruation and Portfolio revision techniques,l 
,. ,u = 30 marks)

(5 x2 = 10 marks)

t..o
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Part A

Answer all the questions.

Each question carries 4 weightage.

1. Eiplain the objectives of Investment.

2. Define Zero Coupon Bond.

3. Define the industry life cycle stages.

4. What is point and figure chart ?
'.--.:-' l

5. How is Beta eomputed using CAPM ?

6. What do you mean by risk aversion ?

(6 x 1= 6weightage)

Part B

Answer any six of tlw following.
Eoch question carries 8 weQhtage.

Explain the Characteristics of Investment. Elucidate if there will be a tradeoffbetween Risk and
Return in Investments.

What factor qhould an Investor consider while making investment decisions ? Explain in detail.

Define Yield to Maturity and explain with suitable examples.

tr'ondamentdl analysis provides an analyticalframeworkforrational investment decision-making.
Explain.

How does RSI and ROC indicate the technical strength and weakness of stock price movement ?

vith SMT,Differentiate CML with SML.

7.

8.

9.

10.

11.

12.

Turn over



15.

16.

z cs14s2

l portfolio marragement. How can securities
beevaluated with the help of the CAPM theory ?

L4- what are the constraints in portfolio revision ? Exprain briefly.

(6xB=lg,rveightagB)

part C

*: :: ::: :\" :t' Y r"'?::*,
Eoeh questian car-rins -6 weightqe.

Explain hpw the efficient frontier is determined using them Markowitz approach. What are the
charaeteristics of assets that lies on the efficient frontier ? What are the strengths and weaknesses

:::",J::;f,ffi*;** ro*wo muruar tunds :-

The risk free rate was 6.0.

Calculate the Tteynor and Jensen Measure.

(2x6=12weightage)
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fime : Three Hours

(Fages zZ + 4= 6)

Maximum: 80 Marks

Part I (Descriptive Questions)
Pmr A

Answer arll t he qtrcstians.
Each questian corries 2 m.qrhs-

1. What is "Investment Management' ?

2. iYhat is meant by Portfolio Management ?

S. What is Effrcient Market Hypothesis ?

5. What is Technical Analysis ?

PenrB

Answer any fotut qucstions,

Eoch questbn corrics !0 marks:

6. Briefly explain the functions of stock exchange.

7. Describe CAPM.

8. Explain the process of Portfolio Analysis and Selection.

-L^- +; Et^.,;+., A-^l9. Explain approaches to Equity Analysis.

10. Describe the. purpose of fundamental analysis.

11. Hotel Leela paid a dividend of Rs.4 per share to equity shares of the company. The rate of
dividend has been growing on annual rate of 85 and this growth rate is expected to continue.
What is the present value of stock if the required rate of return is 14%.

(4 x 10 = 40 marks)

Penr C

Answer any two questions.
Eoeh questinn carries L5 nta,rks.

12. Expiain portfolio analysis and diversification of nsk with illustration.

Turn over
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13" fire rate of return and risk for three growth oriented firrns were calculated over the most recent

Growth firm Return ftom ttw portfolio (%) Risk (%)

15 16

18

11

vrl3
dLt2

Rank each firm by Sharpes index of portfolio performance if the risk free rate is 7 per cent.
14. What are the different tlpes of bonds ar,rd how *ill yo,, analysis risk in bonds ? 

'

. (2 x.lE = B0 marks)
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MC 3E (F) O2-SECURITY ANALYSIS AND PORTFOLIO MANAGEMENT

(Syllabus Year.2015)
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Time : Fifteen minutes Maximum:20 Marks

Part II (Multiple Choice Questions)

1. A liquid asset may :

(b) be converted into cash with little chance of loss.

(d) not be converted without loss.

2. A negatively-sloped yield curve suggests that 

-

rm rates exceed long-term fates; and the Federal Reserve is following a tight(a) short te

monetary policy.

(b) short-term rates exceed long-term rates, and the Federal Reserve is following an easy

inonetary policy. '

(c) long-term rates exceed short-term rates, and the Federal Reserve is following a tight
monetary policy.

(d) long-term rates exceed short-term rates, and the Federal Reserve is follorving an easy

monetary poliry.

3. What does the market price of a bond depend on ?

(a) The coupon rate and terms of the indenture.

(c) The terms of the indenture, and maturity date.

(d) The coupon rate, terms of the indenture, and paturity date.

T\rrn ov.er



D 41655

4. While bond prices fluctuate ?

(a) fletds are c-onstant.

(c) the spread between yields is constant

(d) short-term bond prices fluctuate even more.

Ifinterest rates rise, the price ofpreferred stock

(b) rises.

(d) may riie or fall.

6. Which of the following is true of municipal government debt ?

(a) It pays more interest than corporate debt.

, (b) It is often Burchased by individuals with high incomes.

" (c) It is exempt from estate taxation.

(d) It is not subject to interest rate risk.

(a) fewer assets are debt-financed, and the ratio of debt-io-equity increases.

(b) fewer assets are debt-financed, and the ratio of debt-to-equily decreases.

(c) more assets are debt-financed, and the ratio of debt-to-eeyity increases.

(d) more assets are debt-financed, and-the ratio of debt-to-gquity decreases.

8. What is a call ?

(a) An option to sell stock at a specified price.

" (b) An option to buy stock at a specified price.
,

(o) An option to sell stock on a specified date.

(d) An option to buy stock on a specified date.

9. Which of the following is on the horizontal axis of the Security Market Lipe ? .

5.

(a) is not affected.

(c) falls.

(a) Standarddeviation.

(c) Expected return.

(b) Beta.

(d) Required return.

10. You own a large orange grove and will be harvesting from November through April. To hedge

against price risks you should

(u)sellorangejuicecontractswithaNovemberde1ivery.

(b) buy orange juice contracts With a November delivery.

(c) sell orange juice contracts with delivery dates between November and April.

(d) buy orange juice contracts with delivery dates between Novernber and April. :



(c) nothing. (d) security.
t:7 A price weighted index is aa arithrnetic mean of :

(a) 1 year.

(c) 2 months.

A corporate bond is a cor?oration,s write
money plus :

(a) premium.

(a) future prices. ,

(c) quarter prices.

(b) six months.

(d) :2 years.

undertaking thdt it

(b) interest.

(b) current prices.

(d) none ofthese.

D 41655

will refund a specific amount of

11.

L2.

Financial leverage may increase a corporation,s risk because
(a) operating income may stabilize. (b), ,the firm has fixed obligations to,meet.
(c)morecommon.stockis9utstanding.(d)dividendsmus[bep,ia.

Equity does NOT include

(a) cash and paid-in eapital.

(b) common stock and paid-in capital.
(c) paid-in capital and retained earnings.
(d) common stock, paid_in capital and retained earnings.

13' Corporate bond indenture agreements often specifu each of the following EXCEpT :(a) bond call provisions.

(b) sinking fund requirements.

(c) restrictions on the corporation,s divided payments.
(d) assets on which debenture issues are collaterized.

Expected worth is the

(a) inverse ofstandard deviation.
(b) correlation between a security.
(c). same as discrete probability distribution.
(d) weighted average of all possibl.e outcomes.

Bondholders usually accept interest payments each :
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L4.

15.

16.

Mo"st favourable portfolio is proficient portfolio with the :

(c) highest utility.

18.

(d) least investment.

Turn ce,ey;
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hich organization finances its invest'mentsis : '
19. Ambiguity introduced byway by w

: .:-' i ,, - ' 
,ate bbna with a fixed irrterest.rate will
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. Part A

4r*wer atll the qu*tians.

Each question carri*s L weightage;

1. Wtrat is investment activitY ?

2. Who are conservative investors ?

3. What is randomwalk.--re

4. What is bond ?

5. Whatis CAPM?

6. What factors necessitate portfolio revision ?

(6x1=6weightage)

Part B

Answer anY six of ttw foltawing'
Each questinn carries g weightage

7. Discuss the features of investment avenues available in India. Also bring out the merits and

demerits of each avenue. 
:

Explain the different types of risk.

State Sharpe and TreYnor's index.

Define Markowitz diversification. Explain the statistical method used by Markowitz to obtain the

risk reducing benefits.

,11. Economic forecasting is an integral part of fundamental analysis. Define the various methods tb

forecast the economY.

L2. What is the Capital Assets Pricing Model ? Explain the assumption on which the CAPM based ? '

Turn over

8.

9.

10.



13. ltrhat is the differeqce betryen the Slvtr"nd CI!ry'

L4. Enumerate thq essenQ4!.features of aq investment
(6x3=

15.
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(A) Rias,precision.

(C) Preeision, frecision.
(E) None of the above.

(Pages:6)

(B) Bias, bias.

(D) Freoision, bias.

THIRD SEMESTER M.Com. DEGREE 20L9

M.Com.

Elective : Finance

MC 3E (F) O2_SECURITY ANALYSIS AND PORTFOLIO MANAGEMENT
(Syllahus year 2018)

lAdmission Year 201G onw'ards]

Time: Fifteen Minutes Maximum:20 Marks
Part II (Multiple Choice euestions) "

Answer all questions.
Nt questions ore compulsorlr

1. There appears to be a role for a theor5z of active partfolio managpqlent because :

. (A) 
Pr-: portfolio managers have p @ueed sequences of ahrlormp! rbturns that are difficult
to label as lucky outcomes.

(B) The "rtoise,t in the realized returns is enough to prevent the rejection of the hypothesis

1!:t 
to*" money maqagers h4ve outperformed a passive strateg; by a ststisti#r! **r,yet economic, margin;

(c) Some anomaliesin realized returns'have been persistent enough to suggest that portfolio
managers who identified thesB a4qrnalles in a limely fashion JouH h; o"tp"rfir_"d 

"
(D) (A) and (B).

(E) (A), (B) and (C).

2. The Treynor-Black model :

(A) considers both macroeconomic and microecopomic risks.
(B) Considers security selectior-1 onfy.
(C) Is relatively easy to implement.
(D) (A) and (C).

(E) (B) and (C).

3. To improve future analyst forecasts using the statistigal properties ef pgst foreepsts, a regression*"9:l can be fitted to past forecasts. The"intercep;;-f .;h" regression is a ----1- co-efficient,

Turp gvgr
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4. A purely passive stratery is defined as :

(A) One that uses only index funds.
' (B) One that allocates assets in fixed proportions that do not vary with market conditions.

(C) One that is mean-variance efficient.

(D) Both (A) and (B).

(E) All ,f ; above. 
I ! '

5. Consider these two investment strategies i

: . Strategy I (%) Strategy 2 (%)

Standard deviation 0 4tl (ILVTAUIUT

Highest return 6 15

Lowestreturn 6 6 ;^

Strategy is the dominant stratery because -.:
(A) 1, it is riskless.

(B) 1, it has the highest reward/risk ratio.

(C) 2, its return is at leasi equal to Stratery I and sonretimes greater.

(D) z,it has the highest reward/,risk ratio.

(E) Bcith strategies are equally preferred.

, 6. The TYeynor-Black model assumes that:

(A) The objective of security analysis is to form an active portfolio of a limited number of
mispriced securities.

(B) The cost of less than full diversification comes from the non-systematic risk ofthe mispriced
stock.

(C) The optimal weight of a mispriced security in the active portfolio is a function of the degree
of mispricing, the market sensitivity of the security, and its degree of non-systematic risk.

(D) All of the above are true.

(E) None of the above is true.

- r"' I
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7. Consider the Tleynor-Black model. The alpha of an active portfolio isBVo. The expected return on

the market index is LSVo.The standard deviation of the return on the market portfolio is257o.The
non-systematic standard deviation of ihe active portfolio is 15Vo. The risk-free rate of rdturn is 6Vo.

The beta of the active portfolio is 1.2. The optimal proportion to invest in the active

Portfolio is 

-(c) 723% (D) 80.670

(E) L00;0Vo.

8. According to the Treynor-Black model, the weight of a security in the active portfolio depends on

the ratio of 

- 

to 

-

(A) The degree of mispricing; the non-systematic risk of the security.

': the svsfnmatie risl(B) The degree of mispricing;the systematic risk of the security.

(C) The market sensitivity of the security; the non-systematic riskof the security.
t (n) The non-systematic risk of the security; the systematic risk of the security.

(E) The total return on the security; the non-systematic risk of the security.

9. One property of a risky portfolio that combines an active portfolio of mispriced securities with a
. market portfolio is that, when optimized, its squared Sharpe measure increases by the square of

the active portfolio's

(A) Sharpe ratio.

(B) Information ratio.

(D) Treynor measure.

(E) \orr" of the above.---' :--

10. A purely passive stratery :

(A) Uses only index funds. "

(B) Uses weights that change in response to market conditions.

(D)Isbestifthereis.noise,,inrealizedreturns.
,r

(E) Is useless if abnormal returns are available.

Turn over
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11. .A manager who uses the mean-variance theory to construct an optimal portfolio will satisff :

(A) Investors with low risk-aversion co-efficients'

(B) Investors with high risk-aversion co-effrcients'

(C)Investorswithmodelaterisk-aversionco.efficients.

(D)Allinvestors,regardlessoftheirlevelofriskaversion.

Iients with whom she has established long-term relationships, because she knows(E) 
3J11 r;;";nar prerere,,.",.

L2. Ideally, clients would like to invest with the portfolio manager who has :

(A) A moderate personal risk-aversion coeffrcient'

' (B) A low personal risk-aversion coe{ficient'

(C) The highest SharPe measure'

(D) The highest record of realized returns'

(E) The lowest record of standard deviations'

13. An active portfolio manager faces a tradeoffbetween :

I. Using the SharPe measure.

II, Using mean-variance arnalysis'

UI. Exploiting percdived security mispricings'

IV. Holding too much of the risk-free asset' i

V. Letting a few stocks dominate the portfolio'

(A) I and II. (B) II and V'

(D) III and IV'(C) III and V.

(E) II and III.

14. To determine the optimal risky portfolio in the Treynor-Black Model, macroecono-mic forecasts are

used for the and composite forecasts are used for the 

-:-'(A) Passive index portfolio ;active portfolio'.

(B) Active portfolio, passive index portfolio'

(C) Expected return ; standard deviation'

(D) Expected return; beta coefficient'

' (E) Alpha eoelfrcient;beta coefficient'
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15' The beta of an active portfolio is 1.45. The standard deviation of the returns on the market index

is 22%. The non-systematic variance of the active portfolio is BVo. The standard deviation of the
returns on the active portfolio is 

-

(A) 36.30Vo
,

(B) 5.84Vo

(C) 79.6o6o ,

(D) 24.77Vo

(E) 26.070

16' Consider the Treynor-Black model. The alpha of an active portfolio is Tvo.The expected return on
the market index is 7lclo.The variance of return on the market portfolio i, oz".-mJrrr*rr#**
variance of the active portfolio is 2vo. The risk-free rate of return is  vo.Th" b";r;;;;;;;r"
portfolio is 1.1. The optimal proportion to invest in the active portfolio i, .

(A) 45Vo.

-(C) 
50Vo.

(E) None of the above.

17 ' Consider the Treynor-Black model. The alpha of an active portfolio is Bvo.The expected return on
the market inde* is 107o. ri" r"","nce of the return on the *r.r."t fi;ffi;'iio."rnu
non-systematic variance of the active portfolio is 2?o. The risk-free rate of return is Bvo.The beta of
the active portfolio is 1.15. The optimal proportion to invest in the active portfolio is -

(A) 48.7%. (B) 98.BVo.

(C) 51.37o.

(E) None of, the above.

(D) 10O.OVo.

Consider the Treynor-Black model. The alpha of an active pbrtfolio is 2vo.The expected return on
the market index is 72vo. The variance of the return-on the market o".rtii.; ;;".";;
non-systematic variance of the active portfolio is ZTo.The risk-free rate of return is STo.The beta of
the,active portfolio is 1.15',The optimal proportion to invest in the active portfolio.is

(A) 48.7vo. (B) 98.J%o.

(C) 47.6%o.

(E) None of the above.

(B) 257o.

(D) 100%.

(D) 70A.Oc/o.

Turn over
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19. Perfect timing ability is equivalent to having on the market portfolio.
. i -t'i

(A) A call option. '

(B) A futures contraet.

(C) A put option.

(D) Acommoditiescontract.
f

(E) None of the aborte.

20. Kane, Marcus, and Trippi (1999) show that the annualized fee that investor should be willing to
pay for active management, over and above the fee charged by a passive index fund, depends
on:

I. The investor's cbefficient of risk aversion' :'i'iii"
:: : , l'. ., r:l 1.)::l'

il. The valueof at-the-money eall option on the market portfolio., r, li .

flI. The value of:out-of.the-money gall option on the market portfolio.

V. The distribution of the squared information ratio of in the universe of securities.

(A)

(c)

(E)

I, II, rv.

II; [V, V.

il, rv, v.

(B) I, III, V.

(D), I,:rV;jY:
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TIIIRD SEMESTER M.Com. DEGREE EXAMINATTON' MAY 2019

M.Com.

Elective : Finance

MC 3E (F) O2-SECURITY A}.IALYSIS AND PORTFOLIO MANAGEMENT

(2015 Admissions)

fime: Three Hours Maximum:80 Marks

Part I (Dcscriptive Questions)

Answer all tlw qucstions.

Each qucstion carri.es 2 morhs.

1. What is diversification ?

2: What is financial risk ?

3. What is YT[[ ?

4. ' What is SML ?. , '.:

5. What is Beta ?

(5x2=l0marks)

SscrtoN B ,

....A,aweranyfoutqucstiotts.,
Each qwstian carrics lO marks.

8. ThereiS a trade.ofrbetlnreen "risk and return". Explain this statement.

,9. Explain the weak form of the efficient market hypothesis, Describe the ernpirical tests used for

Distineuish between SML and CML.10.

11. The earniag per share of Wimbledon Ltd. is Rs. 1.50. fire invest4rs expect that a PE ratio of 32 is

appropriate fgr this company. What should be the price of the shane ? If the share is currently
available for Rs. 45 or Bs. 50, should an investor buy ?

(4 x 10 = 40 marks)

.;- ;,

Tum over
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TTTIRD SEMESTER M.Cga.,ryg1El^(REGULAR) EXAIVIINATION

'Com'

MCSE(F)02-SECURIIY ANALYSIS AND PORTFOLIO MANAGEMENT

Maximum : 36 WeightageTime:ThreeHours

Part A

Atwwer all the questians-

Ean'h qrrcstinn carries L weightage

1. Distinguish between the financial and economic meaning of investment

2. Stat€ any four sources of iirformation for an investor.

.a. whv do companiesget their shares lited on the stock exchange ?

4. rWrit€ aoy two tyPes of bonds.

5. 'W .hai is poin-tend Eeure cha{ ?

6. What is an efficient Portfolio ?

: (6x1=6weightage)

Part B

- Answer @nY dxof ttu fotlnwing'

' Eonh questinn carrics 8 weightage

7. "Without adequate information the investor cannot carry oyt the investment prog Xamme'-

8. -What is portfolio diversification? How can efficient diversification be achieved ? Explain.

9: Explain the bond Price theorem. '

10. Write a short notes on CML antl SML.

11. Discuss the relationship between fundamental analysis and efficient market hypothesis.

L2. What is portfolio revision and portfolio selection ?

' ,' { |
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LB. "Bisk isinherent part of the investment activity, systematic risk can not be avoided; however non-. '

L4, Write the msential difference between the Sharpe's and Treynor's model of portfolio performance?

Discuss indetail.
{6 rB = lS.weightage)

Part C

. Artsurer an! two of tlw following.

18. Assumethat you know for certain that the market is heading towards th6'boom period. Should

you buy a oorrmon stock based opoolthi, infqrmation ?

16. rMoving avbrages not only smoothern the data, but also predict the market'l Discuss. -'

17 . Explain the steps in portfolio constructions as per traditional approaches. 
'

(2x6=12weightage)'..';
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Part I (Descriptive Questions)
.:

PARTA

Arzster atl tlw q inns.
Each qucstinn carria 2'marhs.

Maiimum : B0 Marks

l. What do you urean by Investment i
...

2. What is rreant by Yield to Maturity ?

3. What do you mean by Dividend Discount Models ?

4. What is meant byCapital Asset Pricing Model ?

5. Write a short note on the Portfo.lio Managemeat.

{5xZ=10marks)

Answer any four qrcstians.
Eoch qwstion carrfu LA nwxfrs"

6. Explain in detail the Main Objectives of Investrnent.

7. What arettre various ffpes of Bonds ?

8.. Wlrat are the difference betrreen Fundamental Analysis and Technical Analysis ?

9. A rise in the bond's priae for a dsline in the bond's yieldis greater than tbe fall in the bondb priee
for a rise in the yield. Take a bond with a 10 per cent coupon rate,"nraturity period offrve yuurr,
and a faoe vah.re of Bs. tr ,000. If the yield declines by 2 per cent, that {s, to I per cent, ttren the borid
price will be Rs. 1,07987.
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1O. ' Poitfolio Return and Market Return :

Portfolio RP B Rf

A

B

C

Market Index,

15

L2

15

L2

!.2

0.8

1.5

1.0

5Vo

5%

5Vo

5?o

(i) Totrnd out the Expected return on portfolios A, B, C.

(ii) To,find out the tlitr€tqtce between the actual and expected retur:n a11d cornpared with

11. 
' 
Dxplain in detail the Sirqgte trndex Model.

I

(+x 10 = 40 marks)
penr C

Arrr,uer any two qtrctinns.
F,qch gucstion caqries l5 marhs.

r.2. Explain in detail various rnvestment Alternative Avenues in rndia.

13. Explain inde*ail the Fundamentat dnalysis.
L4- The expected rates of retum and the possibilities of theiroccurren@ for Alpha sem'anygcrips aregivenbelow: " :'

Probability of occurence' Retuh onAlpha'sscrip Return onBetabscrip
0.05

0,20

0.50

0.20

0.o5

-2.A

9.0

L2.,0

15.0

26.0

-3.0

6.0

11.0

14.O

19.O

a) Find out.theexpected,rates of return for Arpha and Beta scrips.

l) ffan investor invests gqually in both the scrips what would be the return.
c) Ifthe proportion is changed tn 25% and,75% and then to Ii% rlr.rd ZSga,what would be

the expected rates ofreturn

(Z x LE = B0 madrs)
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Part A

Answer all the questions.

Each question carries 2 marks.

1. What is meant by security analysis ?

2. What is Interest rate risk ?

3. What do you mean by current yield ?

4. What do you mean by optimal portfolio ?

5. What is MACD ?

(5 × 2 = 10 marks)

Part B

Answer any four questions.

Each question carries 10 marks.

6. Explain Industry analysis.

7. What is Investment ? What are its objectives ?

8. Explain Sharpe Single Index Model.

9. Write a brief essay on the various types of charts used by chartist.

10. Explain Money market securities available for investment.
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11. PQR Ltd has just paid its annual dividend of Rs. 3 per share on the equity shares having face

value of Rs.10. The dividend rate is expected to grow at the rate of 8 % p.a. forever. The company

belongs to a risk-group for which the equity capitalization rate of 14 % is found to be consistent.

What is the intrinsic value of the share ?

(4 × 10 = 40 marks)

Part C

Answer any two questions.

Each question carries 15 marks.

12. “Fundamental analysis provides an analytical framework for rational investment

decision-making”. Explain.

13. Describe the different phases of portfolio management.

14. The risk and return of two projects are shown below :

A B

Expected return .. 12 % 20 %

Risk .. 3 % 7 %

An investor plans to invest 80 % of his available funds in Project A and 20 % in Project B. The

correlation coefficient between the returns of the project is + 1. Find out the risk and return of the

portfolio of A and B.

(2 × 15 = 30 marks)
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