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Q.1 Discuss the functions of stock exchanges and explain the role of SEBI as a
regulatory body in the Indian stock market. (14)

OR

Q.1 (A) State the differences between Investment and Speculation with
appropriate examples. (7)

(B) What is Investment Management? State its objectives in detail. (7)

Q.2 What is Fundamental Analysis? Explain its three main steps — Economic,

Industry, and Company analysis. (14)
OR
Q.2 (A)Discuss the concept of Efficient Market Hypothesis (EMH) in detail.
Explain its different forms with suitable examples. (7
(B)What is Dow Theory? Explain its key principles in detail. (7)

Q.3 (A) The following is the information relating to two securities portfolios.

Calculate portfolio return and portfolio risk. (7)
Particular Securities X Securities Y
Expected Return 18% 15%

Standard Deviation 3% 4%
Portfolio Return 0.30 0.65

Correlation Coefficient of two stocks is 0.7

Q.3 (B) Define Portfolio diversification and explain its importance in reducing
Investment risk. (7)



EL21-5

OR
Q.3 (A) You have a portfolio of the following shares (7)

Share Beta Investment
A 0.40 1,50,000

B 1.20 50,000

C 1.40 1,75,000

D 1.60 25,000
TOTAL 4,00,000

What is the Expected rate of return on your portfolio if risk-free rate of
return is 7% and the expected market rate of return is 15%.

Q.3 (B) Explain how investors can use the efficient frontier to make decision
about portfolio allocation. (7)

Q.4 Explain Capital Market Line (CML) and Security Market Line (SML). [14]
OR

Q.4 XYZ stock has a beta of 1.5. The expected market return is 10 percent and
the risk- free rate is 5 percent. You calculate that the stock will provide a
return of 11 percent. Using the CAPM, is XYZ stock undervalued or
overvalued?

[14]

Q.5 (A)Answer the following Questions: (JEach question carry equal mark)[07]
1) What is gambling in the context of finance?

2) Give example of a direct mode of investment.

3) What is risk?

4)  What is meant by portfolio investment?

5) Name one benefit of diversification in investment.

6) Is the Capitalism Market Line Straight or Curved?
7)  Does the risk-free Security Exist?
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Q.5 (B) Multiple Choice Questions: (07)

1.

Which regulatory body governs the securities market in India?
A)RBI B) IRDAI
C) SEBI D) PFRDA

. Which of the following is most commonly used in Technical Analysis to

study price movements?

A) Balance Sheet B) Candlestick Chart
C) Income Statement D) Arnual Report

. Which form of the Efficient Market Hypothesis (EMH) states that stock

prices reflect all publicly available information?
A) Weak Form B) Semi-Strong Form
C) Strong Form D) None of the above

. Which of the following best defines portfolio investment?

A)  Investing in a single company’s shares for long-term gains

B) A passive investment in a group of assets like stocks and bonds

C)  Direct control of a company by buying more than 50% of its shares
D)  Investing only in government securities

. What is the primary goal of diversification in investment?

A)  To maximize transaction costs

B)  To increase exposure to one type of asset

C)  To eliminate all types of investment risks

D)  To reduce overall portfolio risk by investing in different assets

. CAPM accounts for...

A)  Unsystematic Risk
B)  Systematic Risk
C)  Both (a) and (b)
D)  None of the above

The y-axis of the efficient frontier graph typically represents:-
A)  Return

B) Risk

C)  Volatility

D)  Liquidity

EER T T3 ]



