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1. All questions are compulsory.

2. Figures to the right indicate full marks.
3. Make suitable assumptions wherever necessary.
4. Start new question on new page.

Q.1 Do as Directed. CO | PO | BT
A).Multiple choice type questions/Fill in the blanks. (Each of 1 mark) (05)
1. Which model relates returns to a single factor? 1 2 3
a) Markowitz c) M.M.Approach
b) Single Index d) Traditional
2 risk can be measured by 3 2 3
a) specific ¢) systematic
b) technical d) financial
3 A group of security is known as 3 2 1
a) investment ¢) security
b) portfolio d) gambling
4 “Not putting all your eggs in one basket” means 2 1 2
a) investment ¢) diversification
b) financing d) none of the above
5 CAPM stands for 2 2 1
a) capital asset product method c) capitalization of assets product market
b) capital asset pricing model d) none of the above
B).Define True or False. (Each of 1 mark) (05)
1. Stocks with a beta of zero offer an expected rate of return of zero. 1 1 3
2. Both CAPM and APT requires a mean Variance efficient market portfolio. 2 2 2
3. The CAPM implies that investors require a higher return to hold highly volatile 3 1 1
4. Neither the CAPM nor APT assumes normally distributed security means. 2 3 3
5. The CAPM assumes that one specific factor explains security returns but APT 1 2 2
C).Direct questions. (Each of 1 mark) (05)
1. Explain P/E ratio with suitable example. 1 1 2
2. Distinguish between CML and SML. 2 2 3
3. Define systematic risk and nonsystematic risk. 3 3 2
4.  What is meant by financial risk? 2 1 1
S.  Write down the meaning of gilt fund. 3 2 2
Q.2 Answer the following questions.
A)) What is Mutual Fund? Explain the types of mutual fund in brief. 07| 3 2 2
B).| Explain the single index model proposed by William Sharpe. 08) | 2 2 3
Q.3 |Answer the following questions.
A)J What is CAPM? What are the underlying assumptions? 07| 3 2 1
B)., How do you carry out portfolio performance evaluation? 08) | 2 3 2
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Q.4

Attempt any two questions. (Each of 7.5 mark)

15)

1. Calculate the Performance Measures for Portfolio X and Market M: M2, Sharpe, Jensen (alpha),
Treynor, information ratio. The till Bill rate during the period was 6%.

Particulars Portfolio X Market M

Average Return 32% 25%

Beta 1.15 1.00

Standard Deviation 48% 33%

Tracking Error

(non-systematic risk), 6(e) 18% 0

2. Mutual Fund Return Risk  Covariance

Sri Ram 15 16 25%
Birla 13 18 20%
ICICI 12 11 38 %

Above Provides the data on 3 Mutual Funds, Consider the RF =7% and Risk Associated with market
to be 15%. Calculate Sharpe and Treynor measures and Rank them.

3.write a note on Arbitrage pricing theory in detail.

4. you are thinking of acquiring some shares of ABC Ltd. The rates of return expectations are as
follows:

Possible rate of return Probability
0.05 0.20
0.10 0.40
0.08 0.10
0.11 0.30

Compute the expected return on the investment.
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