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Attach the question paper with answer booklet 

This question paper has ONE printed page and THREE parts
PART A Answer any TEN of the following                                               2X10=20

1. What are spot and forward exchange rates?
2. Give the meaning of the terms ‘portfolio weight’ and ‘portfolio’.

3. Define leverage ratio.

4. What are Government securities?
5. Briefly explain the meaning of the term ‘hedging’.
6. What is ‘Securitization’?

7. Distinguish between American –style and European-style options.

8. What are mortgage-backed securities? 
9. Mention the types of bonds.

10. State any three functions of SEBI.
11. Distinguish between risk and uncertainty
12. Briefly explain the term ‘Yield to Maturity’?

PART B Answer any TWO of the following                                           10 X 2 = 20

13. Explain the Friedman savage hypothesis and its implications

14. California Electronics, Inc. expects to earn $100 million per year in perpetuity if it does not undertake any new projects. The firm has an opportunity that requires an investment of $15 million today and $5 million in one year. The new investment will begin to generate additional annual earnings of $10 million two years from today in perpetuity. The firm has 20 million shares of common stock outstanding, and the required rate of return on the common stock is 15 percent.  (a) What is the price of a share of the stock if the firm does not undertake the new project?
(b) What is the value of the growth opportunities resulting from the new project?

15. Show mathematically that holding portfolios consisting of more number of assets allows an investor to reduce the risk he or she bears.

PART C Answer any TWO of the following                                           15 X 2 = 30

16. Describe some methods of project evaluation. Which is the best method? Give reasons to support your answer.

17. Discuss about the global financial crisis. What according to you could be a solution to avoid this kind of crisis?
18. Explain the structure of Indian Capital market along with the different players.
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