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Answer ALL questions (5 x 20 = 100 Marks)

1.
Case Study: (Compulsory)






In different states of economy the stocks of Gilt Company Ltd. and Hasan Company Ltd. have yielded the following returns for past 4 years.

	Years
	Gilt Company Ltd. (%)
	Hasan Company Ltd. (%)

	2006
	06
	09

	2007
	10
	11

	2008
	12
	14

	2009
	18
	12


You are required to compute:
a.
The expected return on the stocks of each company

b.
The standard deviation of each stock

c.
The Covariance and Co-efficient of correlation between the returns of the stocks of Gilt Ltd. and Hasan Co. Ltd.

d.
The expected return on a portfolio made up of 60 percent of Gilt Ltd. and 40% of Hasan Ltd. and the portfolio risk.
2.
a.
Rohit is a conservative investor who expects 20% from his equity investments. He has     
been considering the purchase of an equity that paid Rs.2.50 in dividends last year and 
whose dividends are expected to grow at 10 percent per year for the next three years. 
Earnings this year are Rs.4 per share and are expected to grow at 20 percent for the next 
three years. Stocks growing at this rate generally sell at 40 times earnings. What price 
Rohit has to pay now for this equity? Give your suggestion to help Rohit to take a decision 
to buy the share.





                   







(8)

b.
Write brief notes on: 














(12)
i.
Non-voting shares 
ii.
Buy-back shares and 
iii. 
Sweat-equity shares.          








     





(OR)
3.
As an investment advisor what features would you suggest to be included in the investment bunch of a client? Explain these features briefly.                                                  

4.
a.
Explain the quantitative and qualitative criteria for selection of securities for BSE index.  

                                                                                                                                           

(8)

b.
Compute the index using the (i) Market-value weighted method and (ii) price-weighted method for the following information of four securities P, Q, X and Y.           

(12)
[P.T.O]

	Shares
	Outstanding shares
	Current price
	Base price

	P
	400,000
	30
	10

	Q
	800,000
	80
	50

	X
	500,000
	60
	40

	Y
	300,000
	100
	60


Company X issued bonus shares in the ratio of 1:2.  The current price reflects the share price after the bonus share has become effective in the market. 
(OR)
5.
Give a detailed note on: 

a.
OTCEI    
b.
Book Building process and 
c.
Demutualization                                                                                                                                      

6.
Discuss the various types of charts used by the technical analysts to predict the prices and volumes for their analysis of the stock market. Illustrate with any three chart patterns.                                

(OR)
7.
a.
Explain how Dow theory might be used to determine the direction of the stock market. 





















(10)

b.
From the information given below calculate 5 days Exponential moving average of Moonlight Company Ltd’s stock prices.                                                     


(10)
	Day
	1
	2
	3
	4
	5
	6
	7
	8
	9

	Price
	440
	446
	461
	449
	463
	458
	472
	470
	464


                                                                                                                                                                       8.
a.
Explain the significance of SML (Security Market Line) in CAPM theory.


(5)

b.
As a portfolio manager, you have to find out with the help of the following details, the Estimated returns of the securities A, B, C and D, to identify the securities that are over-priced and under-priced in terms of the security market line.
 
              


(15)

	Security
	Return
	Beta

	A
	0.33
	1.7

	B
	0.13
	1.4

	C
	0.12
	0.95

	D
	0.21
	1.05

	Nifty Index
	0.13
	1.00

	T-Bills
	0.09
	0


(OR)
9.
The following three portfolios provide the particulars given below :
	Portfolio
	Average Annual Return
	Standard Deviation
	beta

	XYZ
	18
	27
	1.8

	PQR
	14
	18
	0.9

	JKL
	15
	8
	0.6

	Market
	13
	12
	-


Risk free rate of interest is 9

a.
Rank these portfolios using Sharpe and  Treynor method
b.
Compare each method and interpret the results.







