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Candidates are required to give their answers in their

1.  Answer any ten questions:

own words as far as practicable.
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a)

b)

Mention two characteristics of an ideal business

organization.
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Why does money have time value?
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Mention two sources of long-term finance of a

corporation.
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What do you mean by internal rate of return?
Internal rate of return J&TCS J (@ 2

Write key differences between futures and

forwards.
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What is [PO?

IPO <&Tcs i (A1 2

What do you mean by cost of capital of a firm?
I 936 T EL IR A0 @R 2

How risk of a security is measured?
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How can you estimate the growth rate of a stock?
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Find out the intrinsic value of a share when its
expected growth rate is 8%, appropriate required
return is 12% and current period dividend is

Rs.1.80 per share.

a3 eRicER ereffRe o Wi w9 73 afta
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State two functions of secondary market.
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2. Answer any four questions:

Mention two reasons for holding derivatives.
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What is call option?

Call option FICF JceT 2

What do you mean by convertible bonds?
Convertible bond F&1Ce I (IR 2

What are the major aspects of the corporate

finance?
ARG SR e R e

Mention two advantages and disadvantages of

debt financing.
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5x4=20

@-CF ol e Ted nie ¢

a)

b)

608/4/Eco.

What do you mean by shares? Write a note on

different types of shares. 2+3=5
CORIIR 00 S (@R 2 R 40T R o @3 (o
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What is price-earning ratio? What are

determining factors of price-earning ratio of a

firm? 2+3=5
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3. Answer any two questions:

Determine the expected rate of return on an
equity share when dividends are expected to

grow at a constant annual rate.
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Critically evaluate the net present value criterion

for investment appraisal.
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Discuss the salient features of debentures.

feraseicaa ey @Esi @12

What are the major decisions for dividend policy
of a firm? Discuss the relevant factors for
dividend decision. 2+3=5
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What do you mean by term structure of interest
rate? Discuss the theories that explain the term

structure of interest rate.

Term structure of interest rate (o I (AL G2
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1)  Discuss how the strategy of buying put
along with the underlying stock offers

insurance for the stock.

@32 A Put option 3R SH2® 364 T
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i1)  Briefly discuss the factors affecting the
value of put option. 5+5=10
Put option @3 &7 [M&RewEl REnef
SO R |

Discuss how the fair return of a security held in
a portfolio can be determined with the help of
Capital Asset Pricing Model.
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Suppose the return from stock A during boom,
moderate state and recession are 10%, 7% and
2% respectively and return from stock B are
15%, 10% and 5% respectively during boom,
moderate state and recession. Assume each state
is equally likely. If the investor has put 60% of
his wealth in stock A and 40% in stock B. What
is the expected risk and return of this portfolio?
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SRR IAFE 10%, 7% @R 2% | ST 755 B
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