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                                                                         Part A                                                10 x 1 = 10       
           	Choose the Correct Answer

     1.	Investments are the 										 
a. Net additions made to the nation’s capital stocks
b. Person’s commitment to buying a flat or a house
c. Employment of funds on assets to earn returns
d. Employment of funds on goods and services that are used in the production process

     2. 	Interest rate risk is a 											a. Systematic risk                                                        b. Unsystematic risk   
           c. Internal risk	                                                    d. Market risk

     3.  	The P/E ratio of a stock reflects the 				 
	a. growth of the company	                     
           b. Market mood for the company’s stock
	c. earnings retained and invested in the company	
           d. dividend paid out for the company’s stock

     4. 	A white marubozu is a										 
	a. candlestick with a short body and long shadow
	b. candlestick with a long body and long shadow
	c. candlestick with a long body and without shadow
	d. candlestick with a short body and without shadow

     5.  	The random walk hypothesis is most related to the 							a. Weak form EMH  	                                           b. Semi strong form EMH 	
           c. Semi weak form EMH 	                                           d. Strong form EMH

     6. 	The MACD – histogram is the 
	a. nine-day EMA of MACD line
b. difference between the MACD and signal line			
c. histogram of long –term moving average		   	
d. direction of economic activity 	

     7. 	Markowitzs main contribution to portfolio theory is							a. that risk is the same for each type of financial asset
	b. that risk is a function of credit, liquidity and market factors
	c. risk is not quantifiable
	d. insight about the relative importance of variance in determining portfolio risk

     8. 	The Black-Scholes option pricing theory is based on the following assumption			a. the stock price movement is taken to be random
	b. the stock pays regular dividend
	c. there is cyclical change in the interest rates
	d. the call option can be exercised any time during its life period

9.	Company X has a beta of 1.5. The expected return is 15% and the risk – free rate of interest is 5 %. What is the market return?								
      a. 6.67 %	                b. 10.33 %	                      c. 15. 66 %	             d. 12.33 %

     10.	Exchange rate risk is caused by									
a. Currency appreciation 				           b. Currency depreciation	
c. Government policy regarding foreign exchange 	d. Exchange rate fluctuations
				                            

Part B		                                5 x 6 = 30
Answer ALL questions
Each answer should not exceed 400 words or two pages

11.a. State the economic and financial meaning of investment. Describe the process involved
          in investment.										                                                           
                                                                          (or)
11.b. What are the factors to be considered while listing the securities in the market? 						 
12.a. Why is it important to undertake fundamental analysis while purchasing a share? – Explain. 							    (or)
12.b. How do RSI and ROC indicate the momentum of price change? 
						 		
13.a. What is efficient frontier? Distinguish between efficient portfolio and feasible portfolio.  							    (or)
13.b. Critically examine the role of Arbitrage Pricing Theory in the process of asset pricing.	 			
14.a. Why speculators prefer stock options? Discuss your views.								                                    (or)
14.b. What do you understand by hedging? Explain how hedging is used in commodity futures.
                                                                    					 		
15.a. Describe the models for measuring international portfolio diversification.						              	    (or)
15.b.“Is capital significance still attributed to behavioural psychology of behaviour stock market
          investors?” – Discuss.									 

						    Part C                                           5 x 12 = 60
 Answer ALL questions
Question No 20. Case is Compulsory
Each answer should not exceed 800 words or four pages

16.a. What are the various forms of investment avenues? Give a detailed account of them.							              (or)
16.b. Differentiate between capital and money market securities. Explain the commonly 
          available money market securities. 								 	
17.a. Explain in detail the Dow Theory and how is it used to determine the direction of the stock
         market.								 	
                                                                         (or)
17.b. How does new information affect the pricing of securities? How is new information related
          to the efficient market theory?	
								 
18.a. Describe briefly about CAPM in portfolio management?									             (or)
18.b. What do you understand by Markowitz diversification?  Explain the statistical method used
          by the Markowitz to reduce risks.								
					
19.a. The following three portfolios provide the particulars given below.

	Portfolio
	ARR
	Standard deviation
	Correlation Co-efficient market & portfolio

	A
	18
	27
	0.8

	B
	14
	18
	0.6

	C
	15
	08
	0.9

	Market
	13
	12
	-


 	Risk free rate of interest is 9
a. Rank these portfolios using Sharpe’s and Treynor’s  methods
b. Compare both the indices.					  
                                                                          (or)








 19.b.	A financial analyst is analysing two investment alternatives, stock Z and stock Y. 
                 The estimated rates of return and their chances of occurrence for the next year 
                 are given below.
	

Probability of occurrence
	Rates of return (%)


	
	                Y
	              Z

	
	
	

	0.20
	22
	5

	0.60
	14
	15

	0.20
	-4
	25

	
	
	


a. Determine expected rates of return, variance and standard deviation of Y and Z.
b. If the financial analyst wishes to invest half in Z and another half in Y, would it reduce the risk? Explain.

 20. Case Study:(Compulsory question)											 
		Sanjay invests in stock to beat the inflation. At present, he keeps equity and bond in the proportion of 70:30. He has bought Infosys, HDFC Bank, BHEL, Reliance Industries, Bajaj auto and DLF limited with the beta values 0.97, 1.67, 1.05, 0.39, 0.52 and 1.33 respectively. Fall in the dollar value and the impact of COVID-19 Indian economy had negatively affected the stock market. The RBI to tighten the money in circulation has revised the REPO rate upward. Following the cue from the RBI many corporate have issued new bonds to raise money from the capital market than to depend on the banks.	 

Questions

1. Does Sanjay need to revise the portfolio? Justify.
2. Discuss the benefits and limitations associated in Sanjay’s portfolio if he revised the portfolio at this scenario.
3. If the RBI revised the REPO rate downward, how Sanjay’s portfolio would be affect. Explain.
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