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Fourth Semester MBA Degree Examination, Dec.2023lJan.2024
Finaneial Derivatives

Time: 3 hrs. 
:::'.

- Max. Marks:100

Note: l. Answer any ForIRfull questionsfrom e.No.l to e.No.7.
2. Question No. B is compulsory.
3. Use of Normat distribution table is permitted

What is Basis? ,,,,. 
:' .,,,. ' 

(03 Marks)
Differentiate between Forwartl,'hnd Future contract. , (07 Marks)
Consider a 6 - month forward contract 100 shares with a price of Rs 120 each.
D The continuously.comoounded risk Aee rate is l0% p.a. The share yields dividend of

Rs .50 in 4 months:,Find the value of forward contract.
ii) Assume tha1,'diyidend income worth Rs 300 is expected after 3 months and also after 6

months then what is the value of the contract? (10 Marks)

How does a pepper powder manufacturer hedge pepper futures expecting rise in prices?
- , _, (03 Marks)

Exp!4in the role of different type of players in the derivatives market. (07 Marks)
The follbwing details p..tuinirg'to un inu.rtor who has:taken short position in SIB futures
contract. Prepare the margin account of the investor agsuming that if a.pargin call is made
at any time, the investor would deposit the amount called for :-
Contract size . 500 units , Unit price : Rs 22 ;
No. of contracts : 8

Initial margin : l2oh ; Maintenance margin-.'/orh
Date of contract ,: June 3.
Closins nri

Date June 4 June 5 Juhe 6 June 7 June l0 June I I June 12 June i3
Price (Rs) 22.30 23.10 22.90 23.00 23.15 22.8s 22.9s 23.00

(10 Marks)

(03 Marks)
(07 Marks)

Block and

(10 Marks)

(03 Marks)
(07 Marks)
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2a.
b.

c.

3a.
b.

,c.

What is a Put - Call parity?
Explain the various factors affecting option prices.
From the following data, calculate th. ,ulu"r of call and
Scholes model :

Current price of the share : Rs 486
Exercise pliio :, Rs 500
Time to expiration . 65 days
Standard deviation = 0.54
Continuously compounded rate of interest . 9o/o p.a.
Dividend expected : Nil.

Define Commodity Swap.
Explain the meChanics of interest rate swap.

put options using

4a.
b.



c. Company ABC and XyZ have offeredtoan :

2OMBAFNI4O2

the following rates p..,innurn on a Rs 200 million

I8.d rate (%\ Floatino i"JJ7oA
ABC t2.0% r\4IIlOR + 0.1%XYZ 13.4% T[IBOR + 0.6oh

5a.
b.

c.

ABC requires floating 
n. Design a swap that willffi:l lly.iljlxfl:' 

intermediarv-0i t; ;;;,#r* #l'.iil,,, attractive to uo1r, the parties

How does a petror bunk owner hedge 
T.^:1:,:o 

,sing commodity.derivarives? r];:-;Exptain the trading and settlem*ffiurir. i;;;;;;l1y exchanges in India.
A call option with an exercise price of Rs 100 is available oniu:,r1*. which ,, "r..g;rfr#i]
ar Rs 100' The orice ortrr" snl.e isliklrv;;ffi;i'rf,ro ordown by t'%ar rhe end of:#ff '.|.i,;|[.i',I"ii:,T;#; di, 5;i"#;,ili"la'g. .utio and t-he varue o r the ca,

6a.
b.

c- 3ffi'j#T:;;:"::i;:::i:::I.i:il"t11r:,:-swaps

What is Value at Risk?

Calculate forwi

(10 Marks)

(03 Marks)

_ (07 Marks)
follows:

(10 Marks)

(03 Marks)
(07 Marks)

(10 Marks)

7a.
b.

c.

rates for thr rr. 
.

What is Theta in option Greek?

I*:*,":,,::y,rll.uoz wr,en do the investors prefbr thi
,9:Tid*aposition^.onririirg;i"Rr";irY.f ;ffitfl1'J_||j:X,"i]?fi000 investment in'.,pi

VAR?

CASE STUDY (Computsory) 
:

on January 1' 2022 u' 
Mfio of 5 shares as given here :

zero) rates wifh r:n t co undiMaturity (vearsl I 2 J 4 5Rate (% pa) 12.00 r 3.00 13.70 14.20 14.50ro lnteres

Securitv Price No ofqh""^- Beta
A 59.50 5,000 1.05

0-lsB 8r.85 8 000
C 101.10 IO OOn 0.80
D 125.15 t5,000 0.85
E r4u.50 1,500 0.75

*****
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* e 7 s % va r ue a t . i,[ r".' ir,. ; * ##;'fr ffi ff 'ffi:i lffi: Ti,lff iXf;,l#Hl5ff j

ifiiitli:?'1"''i;r quiredtoa.

b.

c.

calculate the theoreti.ul;;l;;1,n. Nity tutures for February. (05 Marks)Ir the current 
'url:,:r Niftv ;;"; )',ooo ,rJ N,ft;'ililr., have a minimum t*'rirequirement of 75'.1i1t, ootaln the nrmbe, or.oni#t, 

"iNitv he needs to ,", in order to
AT i"lll 

tedge until Februarv r"t r'it p"nrorio. assume?at the tutures u." ,*dirg at rheir

;:j;Ii[Ji:]Hii"1';.?t*'contracts the investor shourd trade irhe desires,".t:;#;ll?
d.

(05 Marks)


