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Third Semester MBA Degree Examination, July 2007
Business Administration

Security Analysis and Portfolio Management

Time: 3 hrs.]
[Max. Marks: 100

Note :
I. Answer any FOUR questions from Q-1 to Q-7.

2. Q-8 is compulsory.
3. Use of time value tables may be permitted (P. V. Tables)

1 a. What are the important attributes of an investment?
b. How does the NSE function? Explain the settlement procedure. ( 03 Marks)
c. Write short notes on : (07 Marks)

i) Arbitrageur.
ii) Stop order.
iii) CNXS&PNifty.
iv) Warrant bonds.
v) Z group scrips.

(10 Marks)

2 a. What does (3 > 1 indicate?

b. "Unsystematic risk can be minimized, systematic risk can be managed" -(03 )
agree? How? Doayou

(07 Marks)c. Wockardt Ltd. currently plays a dividend of Rs. 15 per share. Sensex rallyin
g above13,000 indicates a market return of 18%. Calculate share value assuming

i) Zero dividend growth.

ii) Constant dividend growth of 6% pa indefinitely.

iii) If Wockardt has paid an annual dividend per share in the past as below,
calculate its current value.

Year 2006 2005 2004 2003 2002 2001
Rs. 15 14 13 12

11 10

3 a. What does a bond indenture contain?
(10 Marks)

Marks)b. TCS Ltd issued a Rs. 100 per value 20 years bond with 12% coupon rate 10 yago. ears

i) Assuming annual interest payments calculate the value of the bond if required
rate of return is 8%.

4

c.

a.

ii) If the bond is currently trading at Rs. 112, calculate YTM.
Discuss the theories, which help in determining the interest rates of bonds. (

1
(07 Marks)

0 Marks)

"EIC approach helps to assess the intrinsic value of a share" - Substantiate.

b.

c.

(03 Marks)How do you identify trends and trend reversals in the daily price move ments of
stocks using chart patterns?

Explain the CAPM. Differentiate between SML and CML. tin ,tea ,)www.InyaTrust.com
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5 a.
b.

C.

6 a.
b.

C.

TCS

Secure
Infosys
Wipro

What is RSI?
The p and weights of 4 securities are as follows :

Weight

0.89 25
0.75 30
1.25 15

x 0.58 30Infle
The expected returns from the market is 20%. Assuming a risk

Calculate
r- h stock using CAPM.a

(03 Marks)

free rate of 4%.

i) Expected return r e (07 Marks)

ii) Portfolio R.
How do you identify the optimal portfolio using Markowitz model? Explain. Marks)

What are the primary and secondary movements indicated in Dow theory? (
03 Marks)

"A mutual fund is an active portfolio"-why? Differentiate between closed ended
Marks

and

open ended mutual funds. State the functions of AMC.
Data for 2 mutual funds and 1 market portfolio is given. Assume a risk free rate of

4%.
Portfolio Returns % CT % R

DSP Merril Lynch 22 10 1.216 0.75
ICICI 15

18 8 1BSE Sensex
Evaluate the portfolio using Sharpe's, Treynor's and Jenson's measures . (00 Marks)

7 a. Discuss the strategies for portfolio revision.
b. The return of 2 equities under different situations and their probabilities are given

n SBIHLL % Returns O
Situation Probability /o Return on

1 10
2 30 10 8
3 50 15 18

4 10 20 26

i) Calculate expected return and risk for each stock.
ii) Calculate correlation co-efficient between the returns on HLL and SBI.
iii) The 2 stocks are combined into a portfolio in the proportion 40% in SLML and

60% in SBI. Calculate portfolio risk and returns.

Case Study :The face value of equity shares of ITC Ltd. is Re. 1. It is currently selling at Rs. 185.
The dividend expected next year is Rs. 3. The investors' required rate of return on this

ill continue
stock is 15%. Assuming constant growth model areas guch as food,Ninformation
for the next 4 years due to ITC's foray into diversified

technology etc.
In the forthcoming time period due to inflation and general recession in the economy

h
the profitability of the company will be affected greatlyrate and the

hecgtro to rate will fall to
10% for the next 4 years. Thereafter the growth

forever.
a. Assuming constant growth model calculate the expected growth rate a

t
current

(05 Ma)
market price. (05 Marks)

b. Calculate the present value of future dividend stream.

thec. Calculate the present value of the rshazes the ITC and suggest if it is right to5buy

Marks)

A Pal-„tarp the intrinsic value of the M C Markel
www.InyaTrust.com

www.InyaTrust.com


	page 1
	page 2
	page 1
	page 2

