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17MCCC23 Security Analysis and Portfolio Management


Part A

        10 x 1 = 10

Choose the correct answer

1. CAPM was developed by ______




                                        CO2 K1
a. Sharpe              
    b. Tobin
                           c. Both of item
              d. None  of these
2. The primary purpose of investment is to _______




        CO3 K1
a. Gain  
                    b. Loose
                           c. Win

              d. Appreciation 
3. Shares of known financially sound companies are called as ______


        CO1 K1
a. Blue chip chares 
                                      b. Red chip chares

c. Green chip chares
                                      d. Black chip chares

4. The optimal portfolio of Sharpe is called _____




                   CO3 K2
a. MH
                    b. Risk return theory 
     c. Single index model
   d. None  of these

5. Technical analysis is a type of _____ analysis 




                   CO4 K1
a. Present
               b. Forward
                           c. Backward 

   d. None of these 

6. An alternative is to compute ratios at a given time for several times with an industry, 
this is called a ______analysis               




       
                   CO5 K2
a. Time series
    b. Cross – Section
      c. Trend 
                         d. None of these

7. The object of portfolio is to reduce _____by diversification 



        CO3 K1
a. Uncertainties
    b. Certainties
                 c. Ratios          
              d. Balance sheet

8. _______a money market security






                   CO3 K2
a. Debenture 
    b. Commercial paper     
      c. Mutual funds 
              d. Gold & Silver
9. When the required rate of return is equal to the coupon rate, value of redeemable 
bond is equal to its 






                                         CO1 K3
a. Market value 


                            b. Face value


            c. Present value of the stream of interest flow 
      d. None of the above

10. The relationship between potential unsystematic risk and reward is given by excess
 return to____






                                        CO5 K2

a. Security standard deviation ratio 

       b. Beta square ratio    


 

c. Security’s variance Ratio


       d. Beta ratio
                                                           Part B                                               5 X 4 =20
Answer any five following 
           Each answer should not exceed 200 words or one page
 
11. Explain the scope of investment analysis.





    CO3 K4

12. Explain the types of risk.







      
    CO3 K4
13. Explain the reasons for issuing bonds






    CO2 K3
14. A.K.Kapoor is evaluating a security. One year Treasury bills are currently paing 9.1 per cent. 
Calculate the below investment’s expected returns and its standard deviation. Should Kapoor invest in this security?








    CO3 K1

	Probability
	15%
	30%
	40%
	15%

	Return
	15%
	7%
	10%
	5%


15. Write the basic principles of portfolio.






    CO3 K5
16. A Stock that pays no dividends is currently selling at Rs.100. The possible prices for which the

    Stock might sell at the end of one year, with associated probabilities, are:           CO4 K4
	End- of-year Price
	Rs.90
	100
	110
	120
	130

	Probability
	0.1
	0.2
	0.4
	0.2
	0.1


17. Radha Raman owns a portfolio containing four stocks. His broker gave him the estimates of     

    each stocks beta. Compute the portfolio beta using the following data:                CO3 K4
	      Stock
	A
	B
	C
	D

	Beta
	0.73
	1.86
	1.45
	1.15

	Amount
	Rs.20,000
	Rs.40,000
	Rs. 10,000
	Rs. 30,000


18. Assume you have a risk-free rate available equal to 2%. In addition, you have identified two 

          Portfolios of equities which had the following returns over the past five years:   CO4 K5
	
	1
	2
	3
	4
	5

	Portfolio 1
	10.0%
	0.0%
	10.0%
	20.0%
	10.0%

	Portfolio 2
	15.0%
	2.5%
	15.0%
	2.5%
	15.0%


a. calculate the average return (Řp) on portfolio standard deviation (() and correlation of coefficient r12 for portfolio 1 and 2.
b. What is the minimum variance portfolio and what is its SD?

19. Explain the Rational of diversification of investment. 



                CO4 K3
20. K.Sundram owns a portfolio with the following characteristics:


      CO4 K5
	

Security
	Factor 1

Sensitivity
	Factor 2

Sensitivity
	Proportion
	Expected return

	A
	1.40
	2.50
	.30
	13%

	B
	0.90
	1.60
	.30
	18

	C
	1.00
	0.80
	.20
	10

	 D
	1.30
	2.00
	.20
	12


             Assume that returns are generated by a two-factor model and Sundram decides to create an    

               arbitrage portfolio by increasing the holding of security b by 0.05.
a. What must be the weights of the other three securities in Sundram’s portfolio?

b. What is the expected return on the arbitrage portfolio?


                                                        Part – C

                        3 x 10 = 30
Answer any three questions 

      Each answer should not exceed 600 words or three pages
21. What are the nature and scope of Investment Analysis? 



         CO3 K2
22. Explain the Markowitz portfolio selection model. 




         CO4 K3

23. Discuss the various types of Bonds.






         CO3 K2

24. How does arbitrage pricing theory avance our understanding of security returns?          CO5 K4

25. Explain the valuation and investment procedure and price value interaction model.       CO4 K3
26. Stocks ABC and XYZ have the following historical returns:



         CO4 K4



	Year
	Stock A’s Returns, RA
	Stock B’s Returns, RB

	2000
	(10.00%)
	(3.00%)

	2001
	18.50
	21.29

	2002
	38.67
	44.25

	2003
	14.33
	3.67

	2004
	33.00
	28.30


a. Calculate the average rate of return for each stock during the period 2000 
through 2004. Assume that someone held a portfolio consisting of 50percent 
of stock ABC and 50percent of stock XYZ. What have been the realized rate of 
return on the portfolio in each year from 2000 through 2004? What would 
ave been the average return on the portfolio during this period?
b. Calculate the standard deviation o returns for each stock and for the portfolio. 

27. XYZ and ABC are the two mutual funds. XYZ has a sample mean of success .

         13 and fund ABC has a  sample mean of success. 18, with the riskier fund ABC 
         having double the beta at 2.0 as fund XYZ. The respective standard deviations 
         are 15% of ABC and 19% of XYZ. The mean return for market index is . 

        12, while the risk-free rate is 8%.

i.  Compute the Jensen Index for each of the funds. What does it indicate?
ii. Compute the Treynor index for the funds. Interpret the results and compare
 it to the Jensen index.

iii. Compute the Sharpe Index for the funds and the market.



CO4 K3
28. Give a short note on portfolio types and their needs.




           CO4 K2
29.  What are the technical analysis indicator and oscillators?




CO3 K4 

30. Assume that two securities X and Y constitute the market portfolio. 
         Their proportions and variances are  0.49, 150, and 0.51, 324 respectively. 
         The covariances of two securities is 175. Calculate the betas of the two securities. 
CO3 K4 

