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Part A {Short Answer Questions}

Ansrrer any eight quesfio*s.

t /erghl 1 each

1. An amcunt of Rs.20,000 is invested for 1 year at 12.75% annual lnterest. Calculate the terminal value of

the investment at the end of the year" assuming interest !s compounded c*ntinuoutsly.

2. V'Jhat do you kncw abcut risk managem*nt f**ction cf derlvatives?

3" What i$ meant by bid rate and ask rate?

4. What do you mean by fixed foward conlracts?

S Define futures contracts.

S" What is meant by cash settlement of a {utures ceniract?

?. What is Cost of Carry Model?

8" What are Currency options?

9. Explain Binomial Madel of Option Pricing.

10. Who all are the intermediaries in a Swap transaction?

18x1=E lveighta?e)

Part B {Shart Essay/Problems}

Ansrver any six qresfrons.

lAlerg&f 3 eaci;.

11 . Explain the importance of derivatives.

1?^ Wh*t is n'reant by ris[<? Explain difftr*nt types *l risks !n *ammodity m*rk*t'
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13. Discuss the advantages and disadvantages of foryard cantracts'

14. How a hedger operates in the currency futures market? Explain with an illustration.

1S. SAIL shares are selling at Rs.170 on September 1. The risk free interest rate is 8%^ No dividends are

expect*d dLrring $eptember. What wculd be the price of a SAIL futures contract expiring on Septemben 28?

16" The share of X Ltd Company stands at Rs.'150, pLrt opticns with a strike price of Rs.130 are priced at

Rs.15. Compute (ai the intrinsic value of options. (bi the time vale af options. lf the share price falls to

Rs.S0 by the expiry date, what wauld be the profitl loss for the holder and the writer of the options?

17. Discuss the factors that determine *pti*ns pricing.

18. Explain the functioning of Direct lntetest Rate Swap with the help af an example-

iAx2=12 weightage)

P*rt C {Hssay Type Questlons}

,4rsl.i/er aily fwt] qu#'slicns.

Weigitt 5 each.

19. Describe the regulatory fran:errvork fut derivatives tradinE in lndia.

20. Discuss the pricing of fonrards.

21 . Discuss stock index futures. Hxplain its uses and stratgegies of traders in the index futures market.

?2" The current market price of Tata lrIotors is Rs"S51.An interim dividend *f Rs.7^50 is expected to be

received after 2 months. Cali option on Tata [',rlotors, expiring in 4 months, has an exercise price of Rs" 900.

The volatility of the stosk is nreasured thr*Lrgh standard dsviation of share prices vrhich calcuiated as

'10.58%.l'he int*r*st rats sn G*ut. **curities i* 8.5% p.a. CalcLrlat* the call *pti*i'r and pLtt opticn prlces.

(tx5=1U w*ightage)


