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Sections B COntaing quext,

(B) ¥ 3,10,000
(C) T 2,88.000
(D) None of the above
(ii) ABON1.¢q 'S earning per share ig ¥ 15,

Erowth rate ig ©Xpected to stay af this
and costs of capital is 159

(A) T 95.50

(B) T 9116

(C) ¥ 90-20

(D) None of the above
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(iii) The expected returm from a portfolio is 16% and ifs variance of return
(Risk Squard) 18 285%. If the investor’s tolerance is 60; the Risk penalty will be

(A) 5:80%

(B) 495%

(C) 490%

(D) 475%

(iv) The following particalars celate to a mutual fund scheme:

[nvestment in sha?es fuﬁgﬁﬂﬁzﬁaﬁe —Wn_d_e;;n_ﬁ_aﬁﬁtim
(at cost) F lakh date date

N ——————

28 ] T
15 1,375

| =

2,950
2’415___._1

|

The outstanding nurnber of units ig 1.25 lakhs. What will be the Net Assel Value (NAV)
per unit?

(A) T 5936

(B) T 5530

(C) T 5431

(D) T 5329

(v) Ifthe director of COMTECH Ltd. who has access 1o inside information ig unable to use
{his information t0 make Supemnrmal Profits, it 1s a sign of

(A) weak form of Efficient Market hypothesis.

(B) semi-Strong form of Efficient Market hypothesis.
(C) strong form of Bfficient Market h}rpmhesis.

(D) incompetence of the Directot.

(vi) EYAN Ltd. (EL) has a Beta of 0.80 with BSE 300. Each BSE 300 Futures contract is
worth 100 units. BINUA Anticipates a bearish market for the next three months and has
gone short o1 Shares of 25000 Shares of EL 1D the Spot Market. EL sharcs ate traded
atZ 100.3 months’ Future BSE 300 is quoted at 15500, What are the numbers of BSE

300 Futures contract to be taken by BINUA if she wants to hedge price risk to the extent
of 125%7

(A) 300
(B) 250
(C) 240
(D) 200



P-14(SFpq)

Svllabyy 2022

(vii) Buying ang Selling a cay] and a put option With same strjke Prices and same EXpiry date
18 called -

(A) Stradd]e

(B) Box spread

() Strip

(D) Butterfly Spread

(D) Iusufﬁcient jnfbmmtinn

(ix) The Slope of the Securit}f Marke I jne (SMI
(A} The Rigk Preminm Tequired
(B) Bety of the Sea:uﬁty
() Market VuIataIir,}r

(I3} The influence of the unsystematic

-} denoteg

merchanty?
(A) Round the clock availability
(B) Single click amthenticatiﬂn
() Safer, secured apd inncwativa
(1) Inﬂpp Paymenrs (IAP)

{(xi) In Porier'g Siructyra]

analysis, which of the fnilnwing is
barriery

1Ot considered a4 an entry
(A) Prodyct diﬂ’emntiatjun

(B) Swftching COsts

(C) Capital requiremens

(D) Low value addition
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(xii) Which one of the following Enota Digital Asset?

(A) Digital Printing

(B) Website
(C) grable Coin

(D) Fintech
d 1,35% in the UK and the current spot

s 1.85% in USA an

he 90-day interest rate
forward rate 15

(xiii) T
is § 1.6/1L. The 90-day

cxchange rale
(A) 5 0.62808
(B) % 1.592145
(C) % 1.607893
(D) % 1.342132
ket. The Standard Deviations of ZONS'S
Co-efficient for

vely. If the Correlation

din the Stock Mar
cient of the Company &

% and 4% respect

(xiv) 7ONS Lt _Shares are jrade
is 0.8, what will be

Shares and the Market are 6
the shares with the market
Shares hased on the CAPM?

Bela Co-cffi

(A) 0.90
(B) 1.00

(Cy 1.20

(D) 1.50

7.1.4d. wishes 10 earn real ratc of 10% from its project. When the inflation recorded
would eam?

the normal rate the company

(xv) RT
i 79, what 15

(A) 16.60%
(B) 17.70%
(<) 18.20%

(D) None of the above
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SECTION-B

(Answer any five questions out of sevep questions given, Each question carries 14 marks,)

2, (a) PRANTICK Lid. is considering the replacement of its existing machine with 5 new
machine. The Purchase price of (he New machine ig 36.40,000 ang its expected life
is 8 years. The company fallows straight line method of depreciation on the original
investment (Scrap valye jg ot considered for he PUrpose). The giher Expenses to be
incurred for the New Machine are as under:

(i) Installation charges ¥ 14,000

{11} Consultant fees paid for hjs advice to buy new machine ¥ 7000

(1) Additiony working capita] required (will e released afier Years) ¥ 23 800

The written downp Vilue of the EXisting machine j T 106,400 and its cash salvage valye

is T 17,500, The dismantling of e €Xisting machipe would cost T 6,300, The anpyga]

camnings (before tax but after depreciation) from the new machine would amount 1o
X 4,41,000, The “Ompany’s marging tax Tale applicable is 359, Its cost of capital is 1395,

[Given: PVIF (13%, § ¥18)} = 0.376 ang PVIFA (13%, 8 ¥rs} = 4.80] Present fgures

nearest to Fupee,

Required:

(i) Advise on the viabilj ty of the proposa. 7

(b) ROTN Liq. has decided 1o £0 in for a pew model of Mercedes Car. The cost of the
vehicle ig 40 lakhs. The company has two alternatives: (i) taking the €4ar on finance

BMN Limited ig willing to Provide the car gn finance lease 1o, ROTN Ltd, for five years

The vehicle expected to hayve usefiy life of 5 Years, and it will ferch 5 et salvage
value of 10 Jak s at the end of year five, The depreciation rate for tax Purpose is 4049
on written down valye basis. The applicable tax pate for the company is 350, The
applicable before tax b:_umwing rate for the Company is 13,8462,

The present value interegt Tactor at different rateg of discount are as under:

Rate of Discount Y1 [ yp X3 | V4 | vy
013842 | Gameg 07715 | 06777 | G955 05229
”i’i_______'L_‘i'_-S’_i'El_L_ﬂ;Sil_’f_ 07722 | 07084 | 0649
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Required:
(i) Assess the Net present value of cash out flows if car 18 acquired on Financial lease.

(i) Justify the Net advantage of leasing for ROTN Lid. (Present figures nearcst 10

rupee). 7

3. (a) PONS Ltd., an Tndian Compary is trying to decide which of the 3 mutually exclusive
projects to undertake. Each of the projects could lead to varying net profits which are
classified as outcomes 1, 2 and 3. 1t has constructed the following pay-off table or

matrix (2 conditional profit table).

Net profit if outcomes turns out 1o be:

outtobet oy
Probability | ProjectX | Project¥ e i
NetProfit?__| Net ProfitT__|Ret Profit |
40,000 gogoo | 80000 I

63,000 55,000 | 30,000 |

e Lo | L0 ]

= M

Required:
(i) Evaluate the expected value (EV) of the three projects. X, Y and Z.
(i) Which project should be undertaken?
(iii) If the minimax regret cule is applicable, identify the profitable project. 7

(b) FIZZLE Limnited’s carnings and dividends have heen growing at a pate of 18 per cent
per annuim. This growth ratc is expected L0 continue for 4 years. After that the growth rate
will fall to 12 per cent for the next 4 years. Thereafter, the growth rate is expected to be

6 per cent forever. The last dividend per shar¢ was T 2.00 and the investors’ required rate

of return on FIZZLE’s equity 18 15 per cent.
Required:
Assess the value of Bquity share nsing a 3-step procedure. i
4. (a) Following information 1s related to the Convertible Bond of SONTA Lid. which 18
currently priced at ¥ 1060 per Bond:
« Conversion Parity Price =% 33
e Conversion Premium = 10.41667%
o Percentage of Downside Risk with respect 10 Straight Value of Pond = 12.766%
Required:
(i) Calculate No. of shares on Conyersion.
(ii) Analyse Current Market Price Per Share of SONTA Litd.
(iiil) Assess the Straight Value of Bond. 7



wh

(b)

(a)

Particulars 4
25,000 equity shares of PQR Ltd., ¥ 100 each @ T 320 80,00,000
5% Government Securitics 4,00,000 |
109 Nmn—[ﬁunvcrtiﬁ!e Debentures Unlisted ' 5,00,000
| 8% Listed Debentures 10,00,000
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MAX (P) a mutual fund made an issue of new fund offer on 01.01.2022 of 10,00,000
units of ¥ 10 each, No entry load was charged, It made the following investments:

During the year, dividends of ¥ 8,00,000 were received on equity shares and interest on
all types of debi securitics were received. On 31st December 2022 equity shares were
appreciated by 15% while listed debentures were quoted at 20% premium.

PQR Ltd. on 15th December 2022 in its AGM declared the interim dividend of 10%
bonus shares at 1:10 with the record date of 28th December 2022,
Required:

(i) Caleulate the Net Asset Value (NAV) as on 31st December 2022 given that the
operating expenses paid during the year amounting to ¥ 3,00,000.

(i1} Assess the NAV, if the mutual fund had distributed a dividend of ¥ 0.50 per unit
during the year to the investors.

(iif) Amnalyze the annualised return. 7

MS. AHONA, an investor, has made investments in two mutual funds. The followin g

information is available:

| Mutual Fund Smart Growth
Jensen Alpha 1-32% “ - 1-80%
Treynor’s Ratio 0-086 0-093
Actual Return 10-20% 10:92%
Risk Premium 5% | 5% =
Required:

(i) Assess the Beta (B) for both the funds
(ii) Determine the Risk Free Rate

(i1i) Identify the Security Market Line 7



P-14(SFM)
Syllabus 2022

(8)

(b) Following are the details of a portfolio of BOI Lid. consisting of three shares:

Share | Portfolio Weight| Beta |Expected returnin % | Total Variance
BG 0-30 . 0-40 12% 0-015
BZ 0-30 1-20 18% 0-035
DN 0-40 0-50 10% 0-020

Standard Deviation of Market Portlolio Returns = 14%
Covariance (BG, BZ) = 0-030
Covariance (BZ, DN) = (-030
Covariance (DN, BG) = 0-020
Required:
Determine the following:
(i) The Portfolio Beta,
(ii) Residual Variance of each of the three Shares,
(iii) Portfolio Variance using Sharpe Index Model,

(iv) Portfolio Variance (on the basis of Modemm Portfolio Theory given by Markowitz).
7

6. (a) OnJanuary 1,2023 MR. DEVAL an investor has a portfolio of 5 shares as given below:

Security Price No. of Shares Beta
A 349.30 . 5,000 1.15
480.50 7,000 (.40

C 39352 8,000 (.90

D 734.70 10,000 (.95

E 824 85 2,000 0.85
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The cost of capital to the investor is 1().5¢, per annum,
Required:
Analyze and calculate the following:
(i) The beta of hjs portfolio,
(ii) The theoretica] value of the NIFTY futures for February 2023,
(iii) The number of contracts of NIFTY (he investor needs to sell to get a fu] hedge

beta of hig portfolios to 0.6,
No. of days in a year be treated as 365,
[Given: In (1.105) =0.0998,In (1. 12)=0.1133, gvotsa 101658, eovssss 1.01598 ]

(calculation upto four decimal points) 7

Assume no dividends in the interim period.

Required;
(1) Determine the value of three months call option using the Binomix] Model (Delta
Method).
(ii) Assess the value of the Put-option under pyt-ca|j parity.
(ii1) Analyze the Expected values of the option and the stock Price at the end of three
months,
[Given; g-001s _ 0.985112, g-v0s _ 0.980446, gtis 1.015113, g0 = 1.030455)

(calculation Upto two decimal points) i
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9. (a) ZISTON Lid., and Indian MNC is executing @ plant in Nepal. It has raised ¥ 600 Billion.
Half of the amount will be required after six months® time. ZISTON Ltd. is looking
for an opportunity to invest this amount for & period of six months. It is considering

following two options:

Index Fund (GBP)

Nature of Investment
Dividend (GBP in Billions)

Income from stock lending (GBF
in Billions)

Discoutt on the investment value 3%

at the end

Interest = 7.8 percent per annim

Exchange Rate (Spot) GBP/INR 0.0099 EUR/INR 0.011
Exchange Rate (6 month Forward) GBP/INR 0.0100 EUR/INR 0.011 )
Required:

You as an investment rnanager Suggest & suitable option 1o be considered which 18
economical to the company-

(b) Swadeshi Ltd. an export-oriented unit invoices in the currency of the importer. It is
expecting a receipt of USD 2.40,000 on 1st Aungust 2023 for the goods exported on 1st
May 2023.

The following information i8 vailable as on 1st May 2023:
Contract Size: 7 6,400,000

Exchange Rates Currency Futures
USD/INR USD/INR

Spot 0.0125 \ May
| Month Forward 0.0124 June

0.0123

e

3 Months Forward
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On Ist August 2023, the spot rate in USD/INR is 0.0126 and currency future rate is
0.0125 :
Required:

Suggest a suitable approach to Swadeshi Ltd, that would be most advantageous out of
the following methods:

(1) Forward Contract
(ii) Currency Fuiures
(iii) No hedge

Assume that the variation in margin would be settled on the maturity of the futures contract,
7

8. (a) Briefly append the different variants of Stablecoin.
(b) Identify the major initiatives taken by the World Bank (any five).
(¢) Briefly append primary participants in the process of securitization (any four), 5+5+4
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