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FINANCIAL ECONOMICS
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I. Answer any five questions from the following: 2x5=10

T @-ceie #i5fe eva Tea wies
(a) Define Capital Market Line.
I TFS #12H-93 el e |

(b) A borrower offers 16% nominal rate of interest with quarterly compounding.
What is the effective rate of interest?

Yool (g vEgfad M 16% TG AT H0E TR @1 J0E FF 4
e

(c) What is portfolio beta (f) in CAPM?
fraftas-q eitemfs {6 (8) &7 9

(d) What do you mean by equity capital?
232 oK A0S BRI 9

(e) How is standard deviation employed commonly in finance as a measure of risk?

e sifamet A o Hfs FreiE 727 27 FEsA FE

(f) Distinguish between forward and futures contract.
TRAT @R FeR pies sy e [ 9

(g) What is put-call parity?
Put-call parity & ?

(h) State two disadvantages of debt financing in corporate finance.
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2. Answer any four questions from the following: 5x4 =120
i @-ceie 5Efe e Ted mies

(a) Discuss the concept of efficient portfolio.
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(b) Suppose an investor buys a bond at Rs. 900. It has a maturity value of 10 years 2+3
and par value of Rs. 1000. The bond fetches a coupon rate of Rs. 90 every year.
Calculate current yield and yield to maturity of the bond.
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(c) What is the relationship between risk and return as per CAPM?
Frafiaw s e g [oicta s o= 9

(d) Distinguish between primary market and secondary market.
2= T GR (el ISR [ AL |

(e) If you invest Rs. 50,000/- today with 9% interest compounded quarterly, what will
be its future value after 25 years?
oAt T e Gl 9% 0 AR 50,000/- Bl RGNS FEE ©E@ 25 IRF 7A@
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(f) Explain the following option trading strategies—

(1) Straddle
(i) Strangles

e womie (GfE:-a9 (FHeie T D St
(i) Fieee
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3. Answer any two questions from the following: 10x2 =20

fasfeie @-ie 76 avea Ted wies

(a) What do you mean by cost of capital? Discuss in detail importance and methods
of calculating cost of capital with the help of example.
TRE IR A F @I 9 TRIRACR AR F I3 e Rew owg @
Haoefel (e Scetba Sl

(b) Distinguish between present value (PV) and internal rate of return (IRR). Among 4+6
these two which one is most important criteria for investment evaluation.
‘(EASD Jie @ ‘TVENE @6 wE [ -93 Wy Ny [ o @3 ufda Wy @b,
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(c) Explain the determinants of dividend policy.
sToyicel e fadfars i i

(d) What is security market line? Explain the security market line in the context of 3+7
capital asset pricing model (CAPM).
FieSB ME #1i2 oo & @RI ¢ CAPM Wt @fFre HeR Mes «iiz
I S

N.B. : Students have to complete submission of their Answer Scripts through E-mail / Whatsapp to
their own respective colleges on the same day / date of examination within 1 hour after end
of exam. University / College authorities will not be held responsible for wrong submission
(at in proper address). Students are strongly advised not to submit multiple copies of the
same answer Script.
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