Important Note : 1. On completing your answers, compulsorily draw diagonal cross lines on the remaining blank pages.

50, will be treated as malpractice.

2. Any revealing of identification, appeal to evaluator and /or equations written eg, 42+8
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1 a Whatis “PUT-CALL Parity”? .. %0 (03 Marks)
b. Bring out the difference between forward contract and futures. Whtract (07 Marks)
¢. Calculate the price of a forward contract using the following® data

Price of the share =Rs.75 ¢ E

Dividend expected = Rs. 2,,20 per share

Time of expiration = 9 months

Time to dividend = 4 months s

Continuously comﬁuﬂded risk free rate of return & 12% p.a. (10 Marks)
MW“

2 a. Whatdo you unQerstand by “Convenience j“‘lj% d” in commodity market? (03 Marks)
b. Discuss th ortant economic functions performed by the derivative market. (07 Marks)
c. Mr XYZ] ight SBI September ﬁmges@3003 on 01/09/2020. The contract expires on 25"

September:“Lot size is 200 shares; margm required is 1 @@ of contract value. Using the
folloﬁfﬂg prices, prepare statement showmg marking to mark
Day i 1 2 | 3407 5 J«6
Closing pnces (Rs) 3050 | 3102 3‘{59 73026 | 315813103
= W W (10 Marks)
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3 a. Define European style option and Americary%ﬁt\yle option. AL (03 Marks)
b. Define SWAP. What are the types of SWAP@? Wm (07 Marks)
c. A5 year bond W*i% 4 yield of 11% (eontmuously compounde%(“'l) pays an 8% coupon at the

end of each y%ar (face value Rs. 100}, PVIF N =35, = A1%) = 0.5935, PVIFA (N = 5,
r=11%)=3. 6959 e -
i) What%ls the Bond’ s pr1ce‘7 C %y S ‘”wffw

(10 Marks)

4 a. (03 Marks)

b “““““ S (07 Marks)
Cons1der the follow;%@pata about call optlon on INFOSYS for which one contract involves
%1000 shares. Design. butterﬂy spread strategy (long).
s & StrikePrice (Rs.) | 175 [ 185 | 195
4\ Premium (Rs) | 21 | 14 | 8
Cons1der cloﬁ”ing price (Rs ): (on dite of expiry): 155, 170, 190, 210. (10 Marks)
A

5 a. Define Value of Risk (V. aR’”) (03 Marks)

b. Compute the value at risk'for portfolio from the following:

¢ | Reliance HDFC
WM Rs. 1 crore Rs.50,00,000
(s Daily volatility 2% | Daily volatility 1%
Return on two @hmes have a bivariate normal distribution with a correlation of 0.3.
=10 days X =99% (i.e, confident level = 2.33) (07 Marks)
c. Wr1te axmte on any two commodity exchange in India. (10 Marks)
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Define “Variation Margin”. b, (03 Marks)
Explain the structure of credit default swap. What are 1Es"advantages‘7 (07 Marks)
The following information is available about a shdre: an”ﬂ a call option on the same.

Spot price = Rs.150 ”% ¢

Exercise price = Rs.140

Time to expiration = 6 months .

Standard deviation of stock return = 0. 49

Risk free rate of return (continuous C@%pound) =10% p.a. s

Compute the value of the call optlgn»%“mg Black and Schole’s magel (10 Marks)
Define “Asset Back Securities! Wﬁ, y” (03 Marks)
Discuss features of financial derivatives. (07 Marks)
ICICI Bank and Axis Bagnk \%lsh to borrow a certam«suﬁgn of money and have been offered
the following rates: v Ly

Company R Eﬁ Fixed rate w%ﬁ Floating rate

ICICI Bank 7% 1% L’ LIBOR + 0.4%

Axis Bank & 12.6% L LIBOR + 1%

ICICI Bank rquure floating rate loan and %ms Bank require fixed rate. Design a swap that is
accepted/@&va@bankﬂ charges 0.1%. (10 Marks)

On] axgiary“l 2020 an investor has* a;p'%rtfoho of 5 shares asy%wes here:
Security [«Price | No. of Shares “Beta value

A 59.50
B | 81.85
-G, [101.10

D 125.15
4 E_ [140.50 [ 1,500 [
The required rat%ﬁretum to the 1nvesxgms*1§ 5% per annumw% ¥
You are requirédstor i %

Calculate the Beta of his portfolio %,
Calculate: the%heorencal value §-§be Nifty Futures fg%Fe’bruary

If the urrént value is at 1005zand-Nifty Futures ha% a minimum trade lot requirement of
200 units.”Obtain the number of contracts of Nifty he needs to sell in order to get a full
hedge until February fo%}ns p:%nfoho Assumé that the futures are trading at their fair value.

Calculate the number of futures contracts, thﬁgwnvestor should trade, if he desired to reduce

%’Beta of his portfaho‘*“to 0.7. w7y (20 Marks)
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