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Answer to questions are to be given only in English except in the case of candidates who have opted for Hindi 

Medium. If a candidate has not opted for Hindi Medium, his/her answers in Hindi will not be valued.  

Question No. 1 is compulsory. 

Candidate are also required to answer any four questions from the remaining five questions 

Working notes should form part of the respective answers.  

 

   Marks 

1. (a) Mr. SG sold five 4-Month Nifty Futures on 1st February 2020 for ` 9,00,000. At 

the time of closing of trading on the last Thursday of May 2020 (expiry), Index 

turned out to be 2100. The contract multiplier is 75. 

Based on the above information calculate:    

i. The price of one Future Contract on 1st February 2020. 

ii. Approximate  Nifty  Sensex  on  1st  February  2020  if  the  Price  of  Future  

Contract  on same  date  was  theoretically  correct.  On  the  same  day  Risk  

Free  Rate  of  Interest and Dividend Yield on Index was 9% and 6% p.a. 

respectively. 

iii. The maximum Contango/ Backwardation. 

iv. The pay-off of the transaction. 

Note: Carry out calculation on month basis. 

 

1+2+1+1=5 

 (b) Ramesh wants to invest in a bond that matures exactly five years from now.  The 

bond has a face value of Rs.100 and carries coupon at 11.80%.  It is currently 

trading at Rs.110.  The coupon on the bond is payable semi-annually.  Ramesh 

can buy the bond now at Rs.110 and it is due for redemption at a premium of 

5%. 

You are required to calculate 

4+1=5 
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a. The duration of the bond 

b. The price of the bond if interest rates increase by 1.50%, using the duration 

calculated in (a) above. 

 

 (c) Today being 1st January 2019, Ram is considering to purchase an outstanding 

Corporate Bond having a face value of ` 1,000 that was issued on 1st January 

2017 which has 9.5% Annual Coupon and 20 years of original maturity (i.e. 

maturing on  31st December 2027). Since  the  bond  was  issued,  the  interest  

rates  have  been  on  downside  and  it  is  now selling at a premium of ` 125.75 

per bond.   

Determine the prevailing interest on the similar type of Bonds if it is held till the 

maturity which shall be at Par.   

PV Factors: 

 1 2 3 4 5 6 7 8 9 

6% 0.943 0.890 0.840 0.792 0.747 0.705 0.665 0.627 0.592 

8% 0.926 0.857 0.794 0.735 0.681 0.630 0.583 0.540 0.500 
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 (d) Following information is available for call options on the stock of Micon Ltd. 

Current market price Rs.120 

Strike price Rs.110 

Time to expiration 30 days 

Standard deviation of return on the stock 25% 

Risk-free rate of interest 8% 

You are required to compute for the call option 

Value using Black-Scholes Model 

5 

    

2. (a) Proactive Ltd. imports some specialty instruments from Japan and exports the 

finished product to US. The company has a payable of ¥ 500 million and a 

receivable of $10 million three months hence. The following exchange rates are 

available in the market: 

 Rs./$ Rs./¥ 

Spot 46.65/85 0.4065/0.4115 
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3m forward 46.90/15 0.4218/0.4268 

The current interest rate scenario is as follows: 

Maturity Rupee (%) Dollar (%) Yen (%) 

3m 8.0/9.0 6.00/6.50 0.4/0.5 

The company is considering to cover the exposures either through the forward 

market or through the money market. 

You are required to advise the company which alternative should be better for 

covering both the payables and receivables. 

 

 

 

 (b) Explain Pitch Presentation or Pitch Deck. 

                                OR 

What are the Stages of VC Investing. 
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 (c) Explain the mechanism of Securitization and steps involved. 

                                 OR 

Differentiate between pay through security and pass through certificate. 

                                 OR 

Short Note on Pricing of Securitised Instruments. 

 

3 

3. (a) A  Rice  Trader  has  planned  to  sell  22000 kg  of  Rice  after  3  months  from  

now.  The spot price of the Rice is  ` 60 per kg and 3 months  Future on the same 

is trading at  ` 59 per kg. Size of the contract is 1000 kg. The price is expected 

to fall as low as  ` 56 per kg, 3 months hence.   

Required: 

i. to interpret the position of trader in the Cash Market. 

ii. to  advise  the  trader  the  trader  should  take  in  Future  Market  to  mitigate  

its  risk  of reduced profit. 

iii. to  demonstrate  effective  realized  price  for  its  sale  if  he  decides  to  

make  use  of future market and after 3 months, spot price is ₹  57 per kg 

and future contract price for closing the contract is ₹  58 per kg. 

 

1+1+3=5 
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 (b) Citi  Bank  quotes  JPY/  USD  105.00  -106.50  and  Honk  Kong  Bank  quotes  

USD/JPY  0.0090- 0.0093.   

a. Are these quotes identical if not then how they are different? 

b. Is there a possibility of arbitrage?   

c. If there is an arbitrage opportunity,  then show how would you make profit 

from the given quotation in both cases if you are having JPY 1,00,000 or 

US$ 1,000. 

 

1+1+2=4 

 (c) Suppose you are a treasurer of XYZ plc in the UK.  XYZ have two overseas 

subsidiaries, one is based in Amsterdam and another in Switzerland.  The surplus 

position of funds in hand is as follows which it does not need for the next three 

months but will be needed at the end of that period (91 days).    

Holding Company   £ 150,000 

Swiss Subsidiary CHF 1,996,154 

Dutch Subsidiary € 1,450,000 

Exchange Rate as on date are as follows: 

Spot Rate (€)     £0.6858 - 0.6869 

91 day Pts        0.0037  0.0040 

Spot Rate (£)      CHF 2.3295 - 2.3326 

91 day Pts        0.0242  0.0228 

91-Day Interest rates on p.a. basis on the Deposits in Money Market are as 

follows: 

Amount of Currency £ € CHF 

0 – 200,000 1.00 0.25 Nil 

200,001 – 1,000,000 2.00 1.50 0.25 

1,000,001 – 2,000,000 4.00 2.00 0.50 

Over 2,000,000 5.38 3.00 1.00 

You  have  been  approached  by  your  banker  wherein  the  above-mentioned  

surplus  was lying,  requesting  you  to  swap  the  surplus  lying  with  other  two  

subsidiaries  and  place them in deposit with them.   

Determine the minimum interest rate per annuam (upto 3 decimal points) that 

should be offered by the bank to your organization so that your organization is 

ready to undertake  such swap arrangement. 

Note: Consider 360 days a year. 
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4. (a) Currently rupee is quoted at 46.60 against dollar. A speculator is of the view that 

rupee will remain more or less stable against dollar in near future. The speculator 

wants to benefit from his view using the following options available in the 

market. 

Exercise price 

Rs/$ 

Premium in Rupees Time to expire 

(months) Call Put 

47.00 0.10 0.50 2 

46.70 0.25 0.30 2 

46.40 0.55 0.05 2 

You are required to 

a. State an appropriate spread strategy for the speculator explaining the 

reason for the same. 

b. Calculate the maximum profit, maximum loss and break-even exchange 

rates. 

c. Construct the payoff diagram for the strategy.   

 

3+6+2=11 

 

 

 

 

 

 

 

 

 

 

 (b) Short Note on Securitization in India. 

                         OR 

Short Note on Asset Liability Management. 

 

5 

5. (a) Following information is given in respect of WXY Ltd., which is expected to 

grow at a rate of 20% p.a. for the next three years, after which the growth rate 

will stabilize at 8% p.a. normal level, in perpetuity. 

 For the year ended 

March 31, 2014 

Revenues ` 7,500 Crores 

Cost of Goods Sold (COGS) ` 3,000 Crores 

Operating Expenses ` 2,250 Crores 

Capital Expenditure ` 750 Crores 

Depreciation  (included  in  Operating Expenses) ` 600 Crores 

During high growth period, revenues & Earnings before Interest & Tax (EBIT) 

will grow at 20% p.a.  and  capital  expenditure  net  of  depreciation  will grow 

8 
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at  15%  p.a. From  year 4 onwards,  i.e.  normal  growth  period  revenues  and  

EBIT  will  grow  at  8%  p.a.  and incremental  capital  expenditure  will  be  

offset  by  the  depreciation.  During  both  high growth & normal growth period, 

net working capital requirement will be 25% of revenues.   

The Weighted Average Cost of Capital (WACC) of WXY Ltd. is 15%. 

Corporate Income Tax rate will be 30%. 

Required: 

Estimate  the  value  of  WXY  Ltd.  using  Free  Cash  Flows  to  Firm  (FCFF)  

&  WACC methodology. 

The PVIF @ 15 % for the three years are as below: 

Year t1 t2 t3 

PVIF 0.8696 0.7561 0.6575 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 (b) Consider the following information: 

Current BSE sensex 4235 

3-month futures contract on BSE sensex 4450 

Dividend yield on sensex 2.5% 

Risk free interest rate 8% 

Multiple for the futures contract 5 

All the stocks included in the sensex are expected to pay dividends in the next 

3-months. 

Risk free interest Rate is 8% p.a. compounded quarterly. While dividend yield 

is not per annum.  

You are required to 

a. Compute the fair price of the 3-month futures contract. 

b. Explain how an arbitrageur can exploit the opportunity if the future contract 

is not priced fairly. 

Explain with supporting calculations. 

 

3+5=8 
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6. (a) Shankarshan Roy, a portfolio manager is of the opinion that share of Satyam 

Computers will rise. He is considering the following quotation relating to options 

on the share of Satyam Computers: 

Company 

Current 

market 

price 

(Rs.) 

Instrument 

type 

Expiry 

date 

Strike 

price 

(Rs.) 

Premium 

(Rs.) 

No. of 

shares 

per 

contract 

Satyam 

Computers 
280 

Call option 25.04.2002 280 20 1200 

Put option 30.05.2002 280 10 1200 

Mr. Roy estimates the probability distribution of price of Satyam Computers 

share as follows: 

Price per share Probability of share price 

on 25.04.2002 On 30.05.2002 

260 0.03 0.00 

270 0.07 0.05 

280 0.10 0.10 

290 0.20 0.15 

300 0.45 0.30 

310 0.15 0.40 

Debashish Sarkar is a high networth client of Mr. Roy. Mr. Sarkar is relatively 

conservative and the utility values for the changes in his asset are as under: 

Change 

(Rs.) 
+36,000 +24,000 +12,000 0 –12,000 –24,000 

Utility 1.0 0.8 0.7 0.6 0.1 0 

Ignoring the time value of money you are required to find out which from the 

following three alternatives maximizes the expected utility of Mr. Sarkar, if he   

a. Buys now one call option contract expiring on 25.04.2002 

b. Sells now one put option contract expiring on 30.05.2002 

c. Buys now 1200 shares of Satyam Computers and sell them on 30.05.2002. 

 

3+3+1=7 
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 (b) Joy Anthony, an investor is trying to analyze the selection skills of 4 fund 

managers. You are an analyst whom he approaches for advice. The relevant data 

about the funds is given as under: 

Fund Return (%) Unsystematic risk Beta 

JM Mutual Fund 24.00 18.00(%)2 1.32 

Dundee Mutual 

Fund 

19.32 17.00(%)2 1.21 

Alliance Mutual 

Fund 

18.36 13.00(%)2 1.09 

First India Mutual 

Fund 

21.76 16.00(%) 1.11 

Market 18.00 - 1.00 

The variance on the return from the market portfolio is 324(%)2. The risk free 

rate of return is 8%. 

For the above four fund managers, you are required to find 

a. Return due to selectivity 

b. Return due to net selectivity 

c. Which of the above fund managers have exhibited superior selection skills? 

 

2+2+1=5 

 

 

 

 

 

 

 

 

 

 

 

 

 

 (c) Explain the interface of Financial Policy and Strategic Management. 

    OR 

Discuss on Balancing Financial Goals vis-a-vis Sustainable Growth. 

    OR 

How different stakeholders view the financial risk? 
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