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The figures in the right-hand margin indicate marks.
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[PROGRAM]
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Course Title: Financial Economics

Time : 2 Hours

Answer all the following questions by choosing the correct

alternative out of four options: 2x25=50
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1.

Mr. Mansur Alam is planning to save a sum of money

for a few years. He has only two options, either go to

the X Bank that offers simple interest of 3% per year

or go to the Y Bank that offers compound interest of

3% per year. Mr. Alam is confused and comes to you

for advice. What advice would you give him?
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o1 PIcr 1 T e iite — =3 X 1ez 15161 9% 7T 5
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(a) Save the money in X Bank

X GICE BIl A
(b) Save the money in Y Bank

Y <01cE Bihl 19
(¢) You can save in either of the two banks

T AET @ (@I Q6108 W9l it qrece

AN |
(d) Save half the money in X Bank, and the other

halfin the Y Bank

EF TR X ICE A4, i oeEE A Y A0E |
Mrs. Moumita Mahata is a wealthy lady. She has
enough money to invest at present. She is planning
to gift a costly motorbike to her daughter two years
later when the daughter becomes an adult. She guesses
that the price of the model of the motorbike she will
gift will be Rs. 1,21,000 two years later. Now, there
is an investment scheme that gives 10% assured return
per annum compounded anually. You advise her to
invest a sum of money in this scheme at this moment
so that two years later she will get the required sum.
How much money she should invest now in that
scheme in order to cover the cost of the motorbike
and for nothing else?
Jrrel NSl NErel gFven oA Wieal | R[ie F=
Ty O ST 2ICe (AT TIF BT | 7% AW S
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Fol7] T AT 2, O B IeE @31 Wi bz
TogE (e I ORE | WARd AWM @ WA
FTHAIESH TR Toga (e, €A1 e X O wIN
(A 5,325,000 G| G2, AF6] SACSIHET HN ST,
@A &fS q=E@ S0% f*5e KGN sirexl a7, @R AT
TR AR(F T2 FNCC H(F | Of I SoA (s, 401
WS sifzerel w1ef g2 & @3 Jgre /e F90s, e
WA AW €8 (FGARIEET 16 $oJ O | B @ e
TSN F© BIFl S5 FAEH, T O g 73, @y
5AAIRE AA6i6IE T = 2
(a) Rs. 1,21,000

3,825,000 I
(b) Rs. 1,10,000

3,550,000 G
(c) Rs. 1,01,000

,05,000 G
(d) Rs. 1,00,000

$,00,000 G
There are two alternative projects A & B, and the
corresponding NPVs are denoted by NPV, and NPV

respectively. You have correctly selected the project

A. Then, which of the following must have been true?
v el (AItes Wig A @ B @3 ©itrd 7<% NPV-
ol 2 ASE NPV, , G NPV 19wl @ices
A @z FECE | O Wid @ TR0 ey 232 2
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(a) NPV, >NPV,
(b) NPV, <NPV,
(¢) NPV, =NPV,
(d) NPV, # NPV,
There is a project which is being evaluated for taking
up. Let its IRR be denoted by r. Now the market rate
of interest is 0.10 (10%). Which condition must be
satisfied to take this project?
(b (A0S TR @A 2ol Tl 70 el (72 R e
ol 7oz | e S, (2egha IRR 291 | G, e
WA TR A 0.50 (50%) | @3 (AT &7 FACS 2
(I *1ST6 omI Fia 20o (32
(a) r>0.10 (o.50)
(b) r<0.10 (o.50)
(c) r=0.10 (o.50)
(d r#0.10 (o.50)
In the securities market, the is the highest
price the buyers are willing to pay and is
the lowest price the sellers are willing to receive.
(What will be there in the two blanks?)
Frisefita e, 2T (12 Al W @51
(TSI &M FACS LT, AR 2l (1R PTe
IS (5! e srei 3909 2653 | (76 2t 5 3d1a 2)
(a) ask price, bid price

iE 2z, e ez
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(b) bid price, ask price

R @iz, s iz
(c) coupon rate, face value

oA (&5, (T ©yle]
(d) face value, coupon rate

(3 ©yfe], oI (30
The term 'Yield to Maturity' (YTM) used in case of
bonds is similar to which of the following concepts?
N(EA (FG @ T8 b WiveRT (YTM) 3216 aez@ st
23, o (@ Qe oK Age 2
(a) Face Value

(= o1l
(b) Accrued Interest

SIFC FHIP5
(c) Internal Rate of Return
(d) Net Present Value

5 (TG ©fe]
Immunization provides protection against changes in

(What will be there in the blank?)
-4 HAfRTE RSN (AT BRCIRCEHI ! (77 |

(B [ P 2)
(a) Duration

feTeam
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(b) Portfolio
coAlbrifere
(c) Yield
T

(d) Accrued Interest
SIFC FHIP5
What is the slope of a typical Yield curve?
GG A T (419 Ol b =3
(a) Upward sloping
el
(b) Downward sloping
e

(c¢) Parallel to the horizontal axis

G SIS TSN
(d) Parallel to the vertical axis

THT SICHS NS

Sri Ghanashyam Bauri is investing in a scheme where
at the beginning he has to invest a sum of money for
interest @10% p. a. and after one year the principal
along with the interest will be reinvested for another
year for interest @20% p. a. Which one is the spot
rate and which one is the forward rate?

J q=I CY Gfe P 2A0e6 S0, @A SFCS
OiE IF TR0 G G WS s g AR 0%
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10.
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0 20 S A0S 20, R AL IR (I -9
@ GI(B! #hhel T @61 SR RE 20% 0 2E 9F
IR G &l A0S 2 | G2 (@G 6 &6 @38 @D
ARG GG 2
(a) Both 10% and 20% are spot rates

50% '8 20% w'bE 2etl ™ (6
(b) Both 10% and 20% are forward rates

0% ¢ 20% 062 21l FCARMT (<5
(c) 10% is spot rate and 20% is forward rate

50% (&1l ™5 (6 G- 20% 2CeT FEARIT (<5
(d) 10% is forward rate and 20% is spot rate

0% 2 FERRIT @6 9% 20% FC&ll {6 & |
The person in the question above, Sri Ghanashyam
Bauri, finds that he can take loan from some source
against interest @12% p. a. So, he takes Rs. 100 as
loan for which after two years he pays in total Rs.
125.44. Now, immediately after receiving the loan,
he invests this Rs. 100 in the scheme mentioned in
the question above. So, after two years, he receives
in total Rs. 132.00. So, without having invested his
own money, he has made a profit of Rs. 6.56 (it is
assumed that there is no cost of borrowing or
investing money). What is the name of the action he

has undertaken?
THCIR 2 9 U I 2R, (12 & oIS AT (ra et
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I1.

@ i @361 @I (20 ARE 2% J0F TR B 4
FACS AR | AR, Tfel G (AT S 00 HIF! 4 FAET
I Gy 7 AR AW (ST JW-BIET (6 S :¢.88 BIFFl (70
G | G2, 49 19 ACA(R fof 68 soo Bigl @oitaa
Ars Trard ! TR0 TSI FAE | TG, 1A% AW, ol
M-S (G (AT $©2.00 B | oaR, e @i
it fRfercaer S-<weg fof v.ev Bl Sperel et (470
(1€ T BIF! AIF FAF R B0 FAR &) (] A6
(12) | QI ol (@ FIEB! FAE, O I [ 2
(a) Hedging

&=
(b) Trading

(B
(c) Swapping

IRITR
(d) Arbitrage

RIRIRI ]

Share market gives an opportunity to sell shares at

the present market price where you do not possess
those shares in your portfolio; but you can do it under
the contract that on a specified date in future you
have to buy back those shares at the prevailing market
price. So, you sell now a few shares of ABC company
@Rs. 10.00 per share. As per contract, on that
specified date, you buy back those shares when the
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market price is Rs. 9.00 per share. (1) What is the
name of the action you have taken? (2) Did you make
any profit? (3) Was this action risky?
IR AT G Q5] IS ANSTT I @ (O
AGCriferete @ IR =3, G61 il I3 Al i
7T 3@ M@, T8 G (I 6! HieTe Srs
2@ @ oface @36 e e ot sam e craafe
R (FCF, @12 M Al AR WIS R, (12 Wi | AR,
O 94 ABC (&=l SE0 R 2o (=17 s o Bil
wie e F@ W )| pfe sl €3 Wi fre siare
ORI TR0 0o 73 effs eeRieas wisl » Bl 1 () ol
@ FET] FCET O A 62 (2) O 1 (I 1P 521871 2
(©) @2 FTen! 41 [ % fee
(a) (1) Arbitrage, (2) Yes, (3) Yes

(3) wI=f€ErE, (2) 2, (0) 2|
(b) (1) Short Selling, (2) Yes, (3) No

(3)*% @i, () &, (o) |
(c) (1) Arbitrage, (2) No, (3) Yes

(>) SEEEE, (2) 41, (9) i
(d) (1) Short Selling, (2) Yes, (3) Yes

() *5 @R, (2) 2, (0) 2 |

In the game of Ludo, when a die is thrown, it is

unknown what will appear, but the possible outcomes
are all known. This unknown outcome is an example
of (What will be there in the blank?)

[Turn Over]

13.

0! (JEAIR G5! T T BIe! ZCEl, TSl (A Sl (73
& @i, e 5 & 9pice i, Eio! s @ @
el SNEOH B -9 GF0] SwiRd |
(I 5 Pieae)
(a) Probability

cifferi
(b) Random Variable

e (SRR
(c) Mean

NG |
(d) Variance

(vl
When mean is calculated taking probabilities in place
(What will

of frequencies, it is called
be there in the blank?)
AT W TR @ 74 ofe oy 1 =7, o
OICP AT | (NRRIC 6 dI2)
(a) Expectation

QAT (2repifere STie)
(b) Variance

Conle
(¢) Covariance
(d) Correlation Coefficient

KERICREY
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15.
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If mutually uncorrelated risky assets are incorporated
into the portfolio in larger number, the risk of the
portfolio comes down. What is the name of this
strategy?

APl TFHRI % =i A @A colibrrkiets
T A, ©rReE oAlGeEifenes i S am | @2 Gk
5 52

(a) Immunization

RTRE

(b) Diversification
GigelRr
(c) Arbitrage
RIE(Ei]
(d) Hedging
c2fer
Which one of the following is true?
e @I ey 2
(a) Mean measures risk, Standard Deviation

measures return
9@ Aol S 3, 7 [ fe #/fawist sz o

(b) Mean measures return, Standard Deviation

measures risk
9@ “AfFiol S ORI, i [prfs wifawist v s
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16.

17.

(¢) Both Mean and Standard Deviation measure risk

9T @ 7S [pIfe Tere s oifmiol S

(d) Both Mean and Standard Deviation measure
return

9% @ T [Rpyfe Tz [ o Fa

Investors go for the portfolio with largest mean given
a level of standard deviation. What is the name of
this property of the investors?
T faprfea @l e e ey 3acesemal o2
(A CPITETEE AT AR 51G AT | ZACSIHWME I& @ARCET
s e
(a) Risk Aversion

GRSt
(b) Risk Preferring

[ER A
(¢) Non-satiation

-
(d) Transitivity

ERIETEIT
The Markowitz Model gives a solution about

MO 0o (@ R L @77

(a) Whether to invest in share market or not

I S 390096 T el
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(b) How much money should be invested in share

market

CRIE A F© BIFl BASI6 P!
(c) In what proportion should I invest my money

among different risky assets

fafen % SieThe sy =ifil 6 Solics Bissl 20es
I

(d) Whether I should invest in mutual fund or not

RIS IS 2076 F4A! [

18. Smt. Anamika Dutta wants to invest a sum of money

in the share market. The amount is so low that
diversification cannot be achieved meaningfully.
Besides, she will not be able to observe the ups and
downs of the share prices on day-to-day basis and so
will not be able to buy or sell shares at the right times.
She has come to you for advice. Where will you
advise her to invest her money?

WIS STl e g sifstiel w1l s A B o TS
i | 92 BIssIR ~ifasTiel @iz w9 @ qiei TigelfiwE
1 A | Tofrg, T (rifone) fofers cofricsra icae i
I TR TS 2 A G ETEEE I IR (A
CRIA e 90 <1 (06 oo #1=ieae 1| S (orE itz
THAWCR &) QTR | ST (FIAR BT 2B RN Gl
O o (M 2
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19.

(a) Futures Market

RrCI D
(b) Commodity Market

SIS T
(c) Foreign Exchange Market

T GGG TCHD
(d) Mutual Fund

Sy e
"There is a single fund F of risky assets such that any
efficient portfolio can be constructed as a
combination of the fund F and the risk-free asset."
— Which of the following proposes this?
“faf% SICIGE 93 G5! FIC F Aledl 37eq A0 2 T
F 9% @3 fam-fe srierde sfeme i @ @i
RIS (AGCFIfere I 81 1”7 — F5a @INb @2
VI (3 2
(a) Markowitz Model

FICB RS 0w
(b) One Fund Theorem

G-I (A
(¢c) Two Fund Theorem

T I R
(d) Capital Asset Pricing Model

01 ST @ighRr e
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20. Capital Market Line shows that -

21.

502/Eco. (15)

5T TS s i o @ —

(a) As risk increases, the expected rate of return
also increases
fer TIC e, GIAFC (06 o f{Gie iy
(b) As risk increases, the expected rate of return
falls
% T, GHAFC (6 S O Fe
(c) There can be any expected rate of return for a
given level of risk
fcaa @b WS ETeE, @ @I 9IiET (&6
w13 fRGH Ailedl (e #Aica
(d) There can be any level of risk for a given
expected rate of return
GHAFC (6 o [oIea @3 e i, fews
@ (PICAL (10T AT @CO AT
The slope of the Capital Market Line can be called—
FIGIeT AT SAEE DETes (@ A Sfefes w1 A —
(a) Price of Risk
iz o R |
(b) Price of Return
%1 o1 =Bl
(c) Price of 'Risky Asset
iz o faf% e

[Turn Over]

22.

23.

(d) Price of Risk-free Asset
423 e fam-fzr it

The ratio of expected excess rate of return of an asset
"' to the expected excess rate of return of the market
portfolio is denoted by -

CHICT S '1'-49 GIAEFC QI (6 o oI @)
SR BRI ed GIotFT GEm (&6 oI HOIE Soite

(@ 1
(b) o,
(c) B
d) 1

risk is the risk associated with the market

as a whole and is non-diversifiable. (What will be

there in the blank?)
% 2T @ @61 o QB1 Il RO

A IS G TIRGIHFZ 1 AR A | (R 5 DA 2)
(a) Systematic

[Gler iy
(b) Nonsystematic

TARIEHTS
(c¢) Idiosyncratic

B ppleais
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24.

(d) Specific

it
For an individual, it is difficult to frame and solve
the Markowitz problem and also it is difficult to
evaluate each of the company's shares in terms of
risk and return. So, according to the Capital Asset
Pricing Model, what an investor can do from the
following options?
GG TG #ATF AHIT2ee E (o T 93K TN
I *e, RIF 7% @ [Olea ~fRaFes At @ifE
CIRIRICS SETRA T *1& | OIRGa, F01eT S afRhic
(TS TP, GG S0 Tl(53 SRR S (A
(I 2
(a) Not invest in the share market

e Areries el s A
(b) Learn the Capital Asset Pricing Model

e ST @iRPR Ao
(c) Buy only risk-free assets

eIl oo 0T e
(d) Buy Index Funds

BT TG BT
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25. A very important feature of the CAPM Pricing

Formula is that it is—

CAPM ai3PR F5a1a @361 43 wFes) [@#F 2= @
afo—
(a) Exponential
AT
(b) Logarithmic
ERIELES
(¢) Quadratic
FRIGHH
(d) Linear
ferfermra
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