This question paper contains 10 printed pages.

Your Roll NO. ...cuseusviviviniiinis e
Sl No. of Ques. Paper: 3147 IC
Unique Paper Code : 22417601
Name of Paper : Fundamentals of Investment '
Name of Course : B.Com. (Hons.) : DSE -3 \
Semester : VI ]
Duration : 3 hours
Maximum Marks 275

(Write your Roll No. on the top immediately
on receipt of this question paper.)
(59 wv-91 & fem @ SN 72 73 Feifa
9T 3T % o )

D\

NoTE:— Answers may @%ﬂiﬁm either in English or in
Hindi; bu\(ﬁk same\ medium should be used
throu @he papfzr.

femuft.— 39 #f W@ sTdw ar 71 fFdt @&

Attempt all questions.
Use of simple calculator is allowed.
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1. (a) What do you mean by investor’s education? What
are the rights and responsibilities of an investor?
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(b) An investor wants to invest in one of the two \
securities with equal returns but different proba- n
|

bilities. Compute the expected return and risk of
both the securities. Which security should the |

. investor buy? »
Return (%) | Probability (X) |Probability X) |
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(a) Whatis SEBI? What are its objectives?
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(b) An investor purchases an equity share at 2 price of
Rs. 50. Its expected year end price and dividend
with relevant probabilities are given below:

Probability Share Price (Rs.) |Dividend (Rs.) ,
0-20 70 6 h
0-15 65 5 %
0-25 55 4 '
0-15 50 3
0-25 42 NIL

Find out the expected wrn and. variability of
return of the equity s
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0-20 70 6

0-15 65 5

0-25 55 4

0-15 50 3

0:25 42 NIL
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2. (a) What is primary market? How is it different from

secondary market?
P O:
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(b) Mr. X is considering to buy a bond having face
value of Rs. 2000 which will be redeemed over a
period of 5 years in five equal annual instalments.
The bond carries a coupon rate of interest of 8%.
Find the value at which Mr. X would like to buy
the bond if his expected rate of return is 10%.
fito X 2000 %o 3ifsd ¥ F THF afs & FdA
F A9 w ¢ foww o9 af F: oy g
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NP e
@ Or (%)
(a) Explain the term investment. What factors should -

an investor consider while making investment
decision?,
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(b) A 12 % bond of Rs. 100 is available in the market
at Rs. 95. The interest is payable semi-annually.
The bond will mature in 5 years from now.
Compute yield to maturity (YTM) of this bond.
What will be the value of the bond if the required
rate of return of an investor is 14%? Should he
buy the bond?
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3. (a) Differentiate between Bar Chart and Candlé Stick

(b) ABC Company is u@d to_grew at 10% per
year for the nex@years ‘and'then to grow
indefinitely at ra@ 7% (pA. The required rate
of return op equity, shares is 129, The
company paid a divideﬁd of Rs. 2 per share last
year. Determine \tHe, mérket price of the share
today. N
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(a) What is Market Efficiency? What are its three
forms?

AR AT AT & 7 T diF 969 351 2 2 4

(b) A company’s share is currently selling at Rs. 144.
The dividend paid by the company last year was I
Rs. 9.60 per share. If the expected rate of growth 1'
of dividend is g and the required rate of return }
(k.) is 12, what will be the share price after 2 » ‘Lﬂ
|

years? _
TE FOA I 144 To W faw W R | FEEL X

froer ad 9fa 379 9.60 To WHIA H
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4. (a) What do %&
1mportancg mvcst

2fez W 3 e o ard 22 faw-faofa J
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(b) The fo-llowmﬁ are the expected returns and risk of
securities A and B:
Expected Returns Standard Deviation '
4 12%  16%
B 15% 20% |

The correlation coefficient between the returns of ;
A and B is 0-8. An investor wants to put 40% of
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his investment in A and 60% in B or 40% in B and
remaining 60% in A. Which portfolio is better?

wfaqfeat A @ B & sif@n 3R srgeia sfavwe

frer &

FraT et ya fa=e=
A 12% 16%
B 15% 20%
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Or (g

(a) What is a deep discount bo@ How is.théwvalue |
of such bond calculated ) ‘

@y femrz e FRGT 1@ e % Ied A A
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(b) From the data given ‘below, find which of the |
following securities are over-priced or under-

-
- S 4

priced using SML equdtion: }
Security A B C D E

B 16 | 05 | 1-2 | 3:0 1-9 ’
Return 15 10 18 25 15

The return on market index is 12% and the return
on risk free asset is 8%.

Y fed M wiwe A, SML THEWOT & ITE
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+05, 34 Fifs e S & sfagfa & e e
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16 05 1:2 3-0 1-9

B |
@t 15 10 18 25 15 ‘
AR g W Wawe 12% € SR Sifew A [
gefs | Sfawet 8% € | S |
5. (a) The following particulars are given relating to a
mutual fund:— Q® ' 5
Opening NAV Q,% Rs. 104 crores |
Closing NA Q(b§ Rs. 162 crores
Administragiveé expenses including :|
Fund M@ger remuneration Rs. 253 lakhs |
Management Advisory Fees Rs. 132 lakhs |
Publicity and Documentation Rs. 70 lakhs

Ascertain the Expense Ratio.

TF T B ¥ waErd e R A e

yrfiss NAV Fo 104 TS
s NAV %o 162 FE
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TS =44 Fo 253 W@
Yoy gelg Yo %o 132 @@
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(b) Mr. X is holding shares of A Ltd. in his portfolio.
Probability distribution of expected return from
this stock and market index is given below:

Situation | Probability | Return of Return g’ '
A % Market (% '
Recession 0-2 10 10
Average 0-4 12 16
Good 0-3 21 22
Boom 0-1 27 29
The risk free rate is 6%. Assume that CAPM
conditions hold true. d Mr. X continue to

hold this stock in his olio?
moxam@mmw%m@%. |
#R AR 9 fem mar 2

feafsr | wiferesar (A &t oot || SR =
(%) AT (%) |
i 0-2 10 10
sitaa 0-4 12 16
et 0-3 21 22
] 0-1 27 29

Sifgn g9 W 6% €| TFd g€ % CAPM
fofiat s € @ fiio X &I o adwfea §
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Or (39d)
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(a) What do you mean by Systematic Investment
Plan? What are its benefits?

qefiag Fraw Ao § A S ad 27 TH
a7 @ €2 4

(b) Mr. A has bought call and put options both. Each 5
contract is of 100 shares. He has purchased one
3-months call with 2 strike price of Re. 54 and Rs. _
2 as premium. He has purchased 2 3-months pat ¥
option with a strike price of Rs. 50 and Rsy 1has ¢
premium. Find out his position and totdl profitior
loss if stock price on expiration date is (i) Rs. 48,

(ii) Rs. 58 Q
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