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Answer ALL questions (5 x 20 = 100 Marks)

1.
Compulsory:

a.
A call option with an exercise price of Rs. 50 costs `. 2.  A put option with a strike price of `. 45 cost `. 3.  Discuss how a strangle can be created from these two options.  And show profit profile of strangle, suppose stock price on expiration date is `. 60. 


(4)
b.
Suppose an investor goes long in a July futures contract on the NSE NIFTY.  The current index value is 1100.70.  Suppose that often the contract is marked to market, future prices has increased by the minimum trading price change (one tick) to 1100.75.  Calculate the minimum price change in value (assume contract size as 1000).




(4)

c.
An investor buys a European put option on a share for `.150.  The stock price is `. 2000 and strike price is `. 1800.  Under what circumstances does the investor make the profit?  At what price will the option be exercised?                         





(4)
d.
The stock price of Reliance Industries in spot market is `. 450 and two month option contract is of `. 450.  The price of the option is `. 20 per share.  At what price the option will be At-the-money, In-the-money, and out-the-money in case of call and put option?
                                                                                         







(4) 
e.
The share of X-limited company stands at `. 120, put options with a strike price of `. 130 are priced at `. 15.














(4)

i)
What is the intrinsic value of options?

ii)
What is the time value of options?                                                               
2.
a.
What are the functions of derivatives market?

b.
Discuss about the legal framework of derivatives market in India.
(OR)

3.
Differentiate between forward and futures contract. Briefly discuss the factors affecting option value.
4.
Explain about the cost of carry model for pricing of futures.
(OR)

5.
Briefly discuss the factors affecting option value.
6.
a.
Write short notes on intrinsic and time value of options.

b.
Explain about option spreads trading strategy.
(OR)

7.
What is delta hedging? How is it used to hedge the risk of a portfolio?
8.
a.
Define swap.  What are its features?

b.
Write a note on types of interest rate swaps. 
(OR)

9.
What are the various types of currency swaps?  Explain their structure also.







