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QUESTION NO.1: A safety mutual fund that had a net asset value of ‘ 20 at the beginning of a month, made
income and capital gain distribution of ‘0.06 and ‘ 0.04 respectively per unit during the month and then ended the
month with a net asset value of ‘ 20.25. The monthly return is: (A)2.25%   (B)  1.75% (C)1.25%   (D)1.65%

QUESTION NO.2: Mr. Ravi is planning to purchase the shares of X Ltd. which had paid a dividend of ‘ 2 per share
last year. Dividends are growing at a rate of 10%. What price would Mr. Ravi be willing to pay for X Ltd.’s shares
if he expects a rate of return of 20%?  (A)‘22  (B)‘24 (C)‘20 (D)‘21

QUESTION NO.3: The spot price of securities of X Ltd. is ‘160. With no dividend and no carrying cost, compute the
theoretical forward price of the securities for 1 month. You may assume a risk free interest rate of 9% p.a.
(A)‘160 (B)‘162.75 (C)‘161.20 (D)‘159.20

QUESTION NO.4: It is given that ‘/£ quote is ‘94.30 – 95.20 and that ‘/$ quote is 66.25 – 66.45. What would be the
$/£ quote?  (A)1.42:1.44    (B)1.44:1.42 (C)1.44:1.52 (D)1.52:1.44

QUESTION NO.5: When are call options and put options said to be ‘in the money’ in the futures market?
(A) In call options when strike price is above the price of underlying futures, call option is‘in the money’. In put
options, when the strike price is below the price of underlying futures put option ‘is in the money’.
(B) In call options when strike price is below the price of underlying futures, call option is‘in the money’. In put
options, when the strike price is above the price of underlying futures put option ‘is in the money’.
(C) None of the above (D) Both the above.

QUESTION NO.6: A firm has an equity beta of 1.40 and is currently financed by 25% debt and 75% equity. What
will be the company’s equity beta if the company changes its financing policy to 33% debt and 67% equity?
[Assume corporate tax at 35% and zero debt beta]   (A)1.62       (B)1.72 (C)1.42  (D)1.52

QUESTION NO.7: XYZ Ltd. has a uniform income that accrues in a 4-year business cycle. It has an average EPS of
‘ 20 (per share of ‘ 100) over its business cycle. Find out the cost of equity capital, if market price is ‘ 175.
(A)11.43% (B)12.43% (C)10.43% (D)13.43%

QUESTION NO.8: Calculate Sharpe ratio from the following information :
Return - 13 ; Risk (ó) - 16 ; Beta (â) - 0.90 ;  Risk free rate - 10 (A)0.18  (B)0.16 (C)0.19 (D) 0.17

QUESTION NO.9: Compute the theoretical forward price of the following security for 6 months :
Spot Price (Sx) - ‘160 ; Risk free interest rate - 9%  ; [Given: e0.045 = 1.046028]
(A)‘168.3645 (B)‘ 167.3645 (C)‘166.3645 (D)‘165.3645

QUESTION NO.10: A project had an equity beta of 1.3 and was going to be financed by a combination of 30% debt
and 70% equity. Assuming debt-beta to be zero, calculate the project beta and return from the project taking risk
free rate of return to be 10% and return on market portfolio of 18%.
(A) 14.28% (B) 17.28% (C) 15.28% (D) 16.28%
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