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YA SENEPRTIEDERCIUEIRTET R
Instruction :  Use of scientific calculator is permitted.

1. (A) RUslel A2A1E- ved 9 2 As1EL HIeHL 152 M v O=s1uRs2 Mg dHsl
Al AsNAL 2AvH A A0dR AlEd AHAAl. 7
What is Investment Management ? Explain the difference between Direct Mode
and Indirect Mode of Investment with reference to the risk and return
components associated with them.

21941/OR
Al ved g ? 3Rl [Alaa usIRl dxdl Yo dasl Aled Aol

What are Derivatives ? Explain the different types of derivatives and their major
characteristics.

(B) A d ol quil : 4
Attempt any two :
(1) 2181, %OU 2 WEYAA 422 dFldd AHANdl.
Explain the difference between Investment, Gambling and Speculation.
(2) WA 53 22d g ? YA 31l ARl A ARAIML Al
What is a Mutual Fund ? Explain the advantages and disadvantages of a
Mutual Fund.

(3)  ulesidlul Aua ulda 54l Anndl.
Describe briefly the Portfolio Management Process.
(C) s lucl 8 ASAHL FaUoL vl 3
Answer in one or two lines only :
(1) walts 62 21 ollel 62 422 dsldd AHAdl.
Distinguish between Primary Market and Secondary Market.
(2) s WA ASLBLSIRAL Sgil 2 Halelil quil.
State the objectives and constraints of a rational investor.
(3) [RsARA yasszel v uiesldlul Au1d-d 92 dslad a1l
Distinguish between Security Analysis and Portfolio management.

2. (A) EMH ed 9 ? EMH-L (a4 usiRl 2 d-ll As18151R1 U 21420 A4l 7

What is EMH ? Describe different forms of EMH and its implications to the
investors.

AW/OR
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(B)

(©)

AR MEAs ved 9 2 R AUsAAL aPal 2 RS 35101 AHY

Yoro, AURLs [Measld, aollsel axndl.

What is an Economic Indicator ? Give the classification of economic indicators

with reference to stages of the business cycle and timing of changes in relation to

the changes in the economy.

AN, d G-l walel il

Attempt any two :

(1) e2slsa yasszel vied g ? 2ssa yasseldl Dow Theory AL
What is Technical Analysis ? Describe briefly the Dow Theory of
Technical Anlaysis.

(2) Black-Scholes Option Princing Model &5l aelal.

Describe briefly the Black-Scholes Option Pricing Model.

(3) Cox Limitedl Al &lé-dl ld T 50 Aels . iddl add »uld

Rls=s T 3.00 9. As1@s14 ¥33 add-l &2 10 251 9. % Cox
Limited 24201 Al2 HI3& @] U3 dl d-tl 2AUlEd ALy 22 g 19l ?
The equity stock of Cox Limited is currently selling for ¥ 50 per share. The
dividend expected next year is ¥ 3.00. The investor’s required rate of return
on this stock is 10 percent. If the constant growth model applies to Cox
Limited, what is the expected growth rate ?

2§ AL 6L ASAHL Falol @vil

Answer in one or two lines only :

(1) ieils yassel viedl ldl quil.

State the Tools of Industry Analysis.

(2) Relative Strength Index-il <dlvl Yl
Define : Relative Strength Index.

(3) Systematic %W il Unsystematic %H 922 d5ldd AH%l.
Distinguish between Systematic Risk and Unsystematic Risk.

5 ARUSIA HelAl HAxHe ol dZly daniz A 2udd o Sudlatiqn Al Budl

2+ NSE indext, 4255281 524l ©.
As a management trainee of a financial institution, you have to analyse the share
prices of two companies along with the NSE index.

NJ-111

Company A Stock Prices | Company B Stock Prices | NSE
24.00 50.38 857.07
25.00 48.88 862.46
23.63 47.75 858.89
23.63 48.88 861.33
25.00 51.38 853.78
26.75 48.50 872.02
27.25 55.38 859.68
26.00 54.28 871.91
26.70 55.28 878.53
27.70 41.38 807.23
25.60 48.30 877.72
24.50 49.50 893.82
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(8) 5dL 2S5 AR AUdR Al €9 ?
Which stock has higher average return ?
(b) Stock A i Stock Bell ddldRld, WHLBLA (a2t g ¢ ?
What are the standard deviations of returns for stock A and stock B ?
(c) Stock A i Stock Bril d0ldRl QA As[auwL 9 9 ?
What is the co-variance between the returns of stock A and stock B ?
(d) 2l RAslRASIR Stock AUL 40% A Stock BHL 60% U3 dl d-l ulesidlal
QUIAR A ulesielal v 9 © ?

If the investor allocates 40% of his investment outlay in stock A and 60% in
stock B then what are the portfolio return and portfolio risk ?

(e) $ulL 22Us+ Systematic %AV Beta She! 9 ?
Which stock has higher systematic risk in terms of Beta ?
AYW/OR

(A) @ﬁ U.K. #4251 T-bills 24 UK.l 215 sl Wlls and-l el 2uua
&9 . 7
The following are annual rates of return for U.S. government T-bills and U.K.
common stocks.
Year | T-Bills | Stock A
2003 | 0.063 | 0.150
2004 | 0.081 | 0.043
2005 | 0.076 | 0.374
2006 | 0.090 | 0.192
2007 | 0.085 | 0.106
(1) 2L 68 Hie AL ANdR 2 AoldR AL UHLBLA [Qua-l Hadl.

Compute the arithmetic mean rate of return and standard deviation of rates
of return for the two series.

(2) 2L o ASWRUA dM-l AW ANdR, [HUs vy 241 0Ue AL
vl S

Discuss these two alternative investments in terms of their arithmetic
average rates of return, their absolute risk, and their relative risk.

(3) &35 RUSICIAL ANARIAL ALRIUTR HEUS AL dHrll UL HAUS Vi OLRlITR
wegsi-l ARl 52U 2 2L 4RSI dslad sl WMUBLA [Qud--L
ALUAHL B2l 9 d Al
Compute the geometric mean rate of return for each of these investments.
Compare the arithmetic mean return and geometric mean return for each

investment and discuss this difference between mean returns as related to
the standard deviation of each series.

NJ-111 3 P.T.O.




(B)

(©)

4. (A

NJ-111

o, d Gl s, QUi

Attempt any two :

() DA 2uua Hsdl uedl Stock A 21 Stock Bl 2U[AA d0dRl 24
QUL WHUBLA [Qaa-L Hadl ¢

From the data given below, obtain the expected returns, standard deviation
of returns of stock A and stock B.

i Ra Rg p;

1 0.25 0.45 0.20
2 0.10 0.05 0.50
3 -0.10 -0.15 0.30

A2 pua wledl uedl Stock A, Stock B i Stock Cel ulesieldld
AU[EA AdR 2 ulesidlalg wHiBld [@aad dadl, w4l Stock AML 45
251, Stock BHl 35 251 ¥Al Stock CHi cuSl-l s34 A4 €9

Given the following information, calculate the expected return and
standard deviation for a portfolio that has 45 percent invested in Stock A,
35 percent in Stock B, and the balance in Stock C.

(2)

State of Probability | Returns of | Returns of | Returns of

Economy Stock A Stock B Stock C
Boom 0.70 15% 18% 20%
Bust 0.30 10% 10% -10%

(3) Sharperi Single Index Model &54i dMdl.
Explain briefly Sharpe’s Single Index Model of Portfolio construction.
2§85 AL 6l ALAHL FaAleL Quil
Answer in one or two lines only :
(1) 2slrsa yassaemi qudl [y sudvil saldl.
State the different chart patterns used in Technical Analysis.
SegllRs Baua-dl rvdl »uul.
Define : Intrinsic value.
r=+ 134 r=-1- velaeq 520, wdl r 2 o sl aod ari-l
AAGitLs .
Interpret : r = + 1 and r = =1 where r is the correlation coefficient between
the returns of any two securities.

(2)

(3)

APT model d-ll “@Reul 24 Hulell Aled AHMNA. dH%Y d CAPMAL 59
Ad %g U 9 d AxAal.

Explain in detail APT model along with its assumptions and limitations. Also
explain how it differs from CAPM.

AYW/OR
ulésidlul etrtadl Hiedl Markowitzel 2A[H21H Aol
Explain in detail Markowitz approach to Portfolio construction.
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(B)

(©)

AW d o Al : 4
Attempt any two :
(1) Two fund Separation Theorem &5l Al
Explain briefly the Two Fund Separation Theorem.
(2) Capital Market Theory+il YIRRUDLL AUl
State the assumptions of Capital Market Theory.
(3) uleslelaiAl u sl Sl ML 511 Al
Explain briefly the measures of Portfolio Performance Evaluation.
2§ AL 6L QSAHL Falol @vil 3
Answer in one or two lines only :
(1) Efficient Frontier-l 41vdl Lul.
Define Efficient Frontier.
(2) RUSIRLSIRIAL q¥alagRl asidL dRiel quil.
State the properties of Investor’s Utility Curves.
(3) U ANdRL €2 A A3T] ANdRAL £ AL dSlad Ml

Distinguish between Expected Rate of Return and Required Rate of
Return.

5. Multiple Choice questions : 14
Multiple Choice Questions :

(1)

(2)

NJ-111

wHIRld [Qaan we A sy [ a9 o 2

(a) i [QuReAl a0l «.

(b) o - 2A”dl 8L 8l AS ©.

(©) d Yo Hledl-l visHiHir Hu ©.

(d) o Heusuidl dlbde dsiadiql aolql A28 1 s .

Which of the following statements about standard deviation is true ?

(@) Isthe square of the variance.

(b) Can be a positive or negative number.

(c) Isdenominated in the same units as the original data.

(d) Isthe arithmetic mean of the squared deviations from the mean.

s AsRHL AUREA A0dR 12 251 2 df WHURL QA4 10 250 9. o 21l
QAR UIHIRY [AdR8LA 2AqARdl ¢ld dl 2 2512l 2led a0dR 1ol d-dl Aedial

A %5 .
(a) 10 251 (b) 16 251
(c) 32 251 (d) 34 251

An investment strategy has an expected return of 12 percent and a standard
deviation of 10 percent. If the investment returns are normally distributed, the
probability of earning a return less than 2 percent is closest to :

(@ 10 percent (b) 16 percent
(c) 32 percent (d) 34 percent
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(3)

(4)

(5)

(6)
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Active 2Ustel Il a2 AlA-umigdl su1 Factors, strategy Y9l Tactics A3
\

¢9 ?
(a) Market Timing (b) Asset Allocation
(c) Security uieoll (d) Tax status

Which of the following factors, strategies, or tactics is most associated with an
active investment policy ?

(@ Market Timing (b) Asset Allocation

(c) Security Selection (d) Tax Status

Active 2s18L Al qAdl avid {l2A-Hiel 59 strategy 2dl tacticHi dlell
qy RARD FHE UMY, HeAd Il %32 ud © ?

(a) Market Timing (b) Asset Allocation

(c) Security Selection (d) Tax Strategy

Which of the following investment strategies or tactics will likely consume the
greatest amount of resources, time, effort, and so on, when implementing an
active investment policy ?

(@ Market Timing (b) Asset Allocation
(c) Security Selection (d) Tax Strategy
w8 AstRsRAL ey u Al-uuidl 59 AsweL Haletdl Aldl qaeid 2192 Ul

N

€9 2
(a) RASLRSIR, tax status (b) AstRsRAl AMd Hulel
(c) -l liquidity %32 (d) drll A drsl 2[Hom

Which of the following investment constraints is expected to have the most
fundamental impact on the investment decision process for a typical investor ?

(@) Investor’s tax status

(b) Investor’s time horizon

(c) Investor’s need for liquidity

(d) Investor’s attitude toward risk

AAAHIL 59 ARl e AL ARG, AL @aelL A2l ?
(a) d A9d3U A 9.

(b) 25 Al sl VHle9l AHAHL H2AIR w1y €.

(c) 35le2 Auin dledl e v .

(d) GURLL GHL % @RI @ld) U3 €.

Which of the following is not a common characteristic of Money Market
Securities ?

(@) Sold on a discount basis.

(b) Mature in less than one year.

(c) Most important risk is default risk.
(d) All of the above are characteristics.
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(7) RASWLSIRA AAle UR 53 2 YA 53 AL Aeid Hie dlA-unidl sy
A1 A2l 27 AsLRSIRA AAle AR $4

(a) YA 53 4Ad 9.

(b) AMA 53 e dAld- 52 9.

(c) RUswsRiAL wile A daweld AU 52 €.
(d) Al oled dALE 31 Had .

Which of the following is not true about the typical relationship between a
mutual fund and an investment advisory firm ? The investment advisory firm

(@) Owns the mutual fund.

(b) Manages the mutual fund’s assets.

(c) Manages shareholder purchase and redemption operations.
(d) Receives a management fee for services rendered.

(8) 612l A&l 61Y] AU 9 A HIRL dl L AHAML es[Hsa YyassisR)
(@9 andz e YOogd YasseLsiRl [y aod

(a) Hadl asa ; Hadl asa

(b) Hadl asa ; dadl 1€l uy

(c) Hadl 4dl a3 ; dadl 1€l a3

(@) Hadl 4l a3 ; Hadl asa

Assume the market is in weak-form of efficient. If this is true, technical analysts

___earnexcess returns and fundamental analysts __ earn excess returns.
(@) could; could (b) could; could not
(c) could not; could not (d) could not; could

(9) GBUR drs %dl Advance/decline 2Vl i »eudl q4d Volume ____ £9.
(a) Dbearish ; bearish (b) bearish ; bullish
(c) bullish ; bullish (d) bullish ; bearish
An upward-sloping advance/decline line is considered ; and a heavy
advancing volume is considered
(@) Dbearish; bearish (b) bearish; bullish
(c) bullish; bullish (d) bullish; bearish

by S\ A\

(10) Starcents <l 5 251 ¥4l 45 251 Q0dR AHAMHIL Jld 1oL 9. dl dell avdR]
wlBld [aaa- g 2l ?

(a) 30 251 (b) 25 251
(c) 20 251 (d) 10 251

Starcents experiences returns of 5 percent or 45 percent, each with an equal
probability. What is the return standard deviation for Starcents ?

(@ 30 percent (b) 25 percent
(c) 20 percent (d) 10 percent
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(11)

(12)

(13)

(14)
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Starcentsd, UAd A9dR 25 251 ©. Jpodd UEA ANdR 5 251 €9 A AWK
Atd 22 5 251 ©. % dH 3L UAL StarcentsHi i oULSLAL 2U3HL UAL TpodHi
A5 dl duRl ulesidlalg v UMax g 29l ?
(a) 20 esl (b) 17.5 esl
(c) 15 esl (d) 12.5 esl
Starcents has an expected return of 25 percent, Jpod has an expected return of 5
percent, and the risk-free rate is 5 percent. You invest half your funds in

Starcents and the other half in Jpod. What is the risk premium for your
portfolio ?

(@) 20 percent (b) 17.5 percent

(c) 15 percent (d) 12.5 percent

w5 AsLSIR d-Al ulesidldHl s a9y RAswel GHRAL Hidl 9. Adlell ay
SUARislFaA Hadal Hie dgl d-l elaxdl wesiedlul el AU LY
A58 WRAe 529 Al

(a -1.0 (b) 0.5

() 0 (d) +1.0

An investor is considering adding another investment to a portfolio. To achieve
the maximum diversification benefits, the investor should add an investment that
has a correlation coefficient with the existing portfolio closest to

(@ -1.0 (b) 05

(0 (d) +1.0

slaalislsanedl sul usiRd wvid [l asi o ?

(a) Perceived %M (b) GAR AWM

(c) Systematic AN, (d) Unsystematic A
Which type of risk is essentially eliminated by diversification ?
(@) Perceived risk (b) Market risk

(c) Systematic risk (d) Unsystematic risk
Aleusly ool Security Market Line (SML) __ dgld 9.

(a) Systematic AU 2 HUEL ANdR Q2L Aeid.

(b) Unsystematic AU A DU[RA A0dR QRRAAL Aol

(c) Systematic %UH 2 AU ANdR 4L Aoid.

(d) Unsystematic %" 2t 2AURA A0d? QL 2doiy

A financial market’s security market line (SML) describes

(a) the relationship between systematic risk and expected returns.

(b) the relationship between unsystematic risk and expected returns.
(c) the relationship between systematic risk and unexpected returns.
(d) the relationship between unsystematic risk and unexpected returns.




