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Fourth Semester MBA Degree ExafidYhation, July/August 2{122

Financial De-tivatives ,'t'ri.

...:"'..' Max. Marks:100Time: 3 hrs.
Note: 7. Answer *ny FO.OR ll questions from Ql to Q7,

2. Question No. I is compulsory.
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2 a. WhatisMarketipgi$"-Market? (o3Marks)
b. What is forward;afid'futures contract? What are the fi:atures of forward and future contract?

c. Mr. Sharm'dr.,1ook long position in five,.futirres contracts on rice at an exercise price of
Rs. 50 pSr,K .'fhe initial margin olffs'contract is l0% an! maintenance margin is 85% of
the initial riiargin. The size of each fu'tures contract is !00.0Kg. The futures prices for thethe initial margin. The size of each tract is !O0.QKg. The futures prices for the
first ten'davs of the contract ere below:

Day I 2 J 4 5 :,.,, '6;, 7 8-., lt 9 10

Settlement
Price

(Rs. Ke)
52.50

il lllli,, ,r|;.
i],.,,;lrr:',,

:,t .

"151.00 5l .80 5140::
t! 'lN'iil ::ll

,::51.10 49.75
{ ..';, 

";:l

5o:30 50.50 50.25

ntargin calls are honoured immediately
wn immediatelv. OM

Prepare a margin account assuming that-
monev is excess of'the initial margin is witlafthe

. i:- !1i

What is Contango and Backwardation market? (03 Marks)
Find out,,thE theoretical price,,*qf iiStock maturing lfl,.rix months from now, which currently
tradi-4gat"Rs. 540. The annua{ risk'free rate of return"obntinuously compounded 9%.

i) What would an arbitrhg$J do if the six months future conhact on this stock is trading at

r\J. vvv

ii) What are the risks involved in the arbitrage transactions in futures contracts? (07 Marks)

A index is assumed,;lo,F" consisting of only five stocks and is currently quoted at 2500 with

1?-|"Y=:,'''

pd/.g".,Fe consisting of onlytve stocks and is currently quo
j'.market capitallration of the index is given below :

Stocks .''"iirrr'lniinl A B C D E
'MPS (Rs) i.,'''l 500 850 1500 9s0 4s0
Mkt. Capitalization (Rs. Cr) 25 50 1s0 100 75

lot size of 50. The

The company 'C' is expe;ffi, to pay dividend of Rs. 50 per share 25 days &om now and
company 'E' Rs. 20 per,sfu.lir.p 45 days from now. The annual continuously compounded risk

- free rate of interest is'1'0%. Find out fairprice of the index futures contract expiring in 90
days on this index. ,r'

l,,,:';''llli. "'

What is Triangulat Swap?
What is Finarrbial Swap? Explain different types of financial swap.
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c, Ranbaxy Ltd and Sun Pharma Ltd., requires Rs.

offered the following interest rates.

ng an{,$uti:PhRanbaxy Ltd is interested in floating an{" Suil.,pharma Ltd,, tn tlxt
design an interest rate swap which is eqhally attractive to both

arranged through a swap dealer who,ghargei 0.4%'
,:

What is stress testing and Back testing?
What is VaR? What are the me&ods used for estimating VaR?

The followin

Companv Fixed Floatins
Ranbaxy Ltd 12%. ,iilidIBOR + l.25oA

Sun Pharma Ltd 15,,o/c,,' ,MIBOR + T.7SYO

ted in floati arma Ltd,. in fixed

10 millioil'6r'fire yeurt term and have been

raie'l8hn. How do you
tlie''firms? The swap is

(10 Marks)

(03 Marks)
(07 Marks)
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5a.
b.
c.

fHeld the,s'tbt &*,y 6 months]
i) Cgthl,BtA the zero rates for maturities of 6 months, 18.months and 24 months

table give$; ofbonds :

Bond prineifial Time to maturitv Anq}lal coupon Bond price

100'nt]!r',," 0.5 ' 0.0 98
:1' 1.0 0.0 95

nr,:'n[00 1.5 .i'i=i:i;: 6.2 101

.,, " 100 2.0',.r*n"''", 8.0 t04

Exercise price (Rs.) 50 55 60

Call orice (Rs.) 8 4.5 2

a. What is commodity tradi4g?r:;r^, .. 
, 

,, .. (03 Marks)

b, Give a brief account of SEB'l:guidelines for commodity derivative market? (07 Marks)

c. The current spot rate of"toC is Rs. 380 and':#h;iCh is expected.Jo riie by 4o/o or fallby 2%

after a month. The anntlal continuously compounded risk free i*td cst rate is 9oh.

i) What is the, ihe of one month Europein call option on the stock with strike price of
Rs. 365?

'i;r

,r ,1t ;:'"::i ,- l'l,i,'

a. What is commodity tradiqg?,u:,rr^, lfi: ,ii'"

ii) How can call option are to \$,i\traaea to hedge entire risk in the portfolio under

Binopia'I option pricing modgl? (10 Marks)

!:. ..{9: !;

alue value of the oPtlbn?

Obffiarts Stock Price .Exercise Price Options Premium

,5ut 38 ,-lt:i 34 7,30
call 4.7-....'*' 52 7.80
call 1 1 1-..1 105 8.40
put 38 45 9.70

(07 Marks)
c. What is a butterfly rpr"mt en do the investors prefer to use this strategy? The following

data is given to you abotit'fie call options on a share which is currently traded Rs. 54 with
the multiplier of 80O. ':''

Determine the-pmfit or less from third strate€y when the share price is Rs. 42, Rs. 55, Rs. 58

and Rs. Sg,pSpectively. (10 Marks)

',,,,..;lt

a. What isCovered and Nake
b. E4plain the term intrinsici

jthe intrinsic value and,time

a. What isCovered and Naketl',,9#lls? (03 Marks)

b. E4plain the term intrinsic glue and time y31ue?From the following information. Calculate

2 of3



{rotvas lnstitute oI Iecnnuriif
I ih:arv i/lanrralrrro

",r'l. 
4hrr

': ":::i tt
trr':triirr, li'

.,u ,..:.li,s.- ,i
.dfl,r,*" ':iitir--,

r: '1

2OMBAFN{4O2

CASE STUDY [Compulsory]

Mr. Kairav
details ofwhich is

The annual
curent value of the

on 1st May 2021 has ceiff'$gribted a portfolio
le..i4, -.:

ld trade

shares the

continuously compounded) and

(10 Marks)
(05 Marks)

number of contracts of Nifty
until June for his portfolio.

':i -idii 
"

ii. .\
cons"rSflffS

{;*""*
five

a.

b.
c.

ouestions, 
,, 3fi*ru," , :.

Calculate b#a'qfthe portfolio. ^ 
'o"'rl

Calculatofire fair value of the Nifty Jqne futures
. -!:

In Nifti,,futures contract has a lgffi of 75 units,
future$'tfre investor needs to shorf$tn'order to get a

ifhd'ffiffres to reduce the

,. .' (05 Marks)
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given below :

Scrips MarktPri'6e No. of shares Beta

ACC ",;J,TS0 5,000 080
Ciplo # t#50 8,000 .,,, '0.85

BHEI e 140 10.000 "'+ '0.80

GAM ,*,, 390 15,000 e 0.75

m#f 60 10."00.0 1.05

Ni

, '&fuitat to the investor {$i,,tPx (

ff;.ib 9950. You are required to'":


