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CO[,13C]4 : DEFIVATIVES AND BtSK MANAGEI\,tENT

Time :3 Hours [4ax Marks 60

SECTION A

Answer any lour questons in this Seclion. Each queslion ca(es 1 ma.k tor
Pan (a), 3 ma&s lor Parl (b) and s marks ior pan (c)

1. a) Whal are Cuaency Dedvalives t
b) Delermife lhe lul!res price lrom the iotlowing

Spol prce { 8 5o.o0o/

Cosl oi carry 12'/.

Carry perod 6 months

U e o. I ol "r1 -oo-.
c) Clle oul lhe need and importance oi risk managemenl tn lhe rece.t sc€fa.io.

2 dl Srdtp Ia e.op-tan r hvooth". r |ur ..F o1.rq
b) D slinguish beiween slraddle and slrangte.

c) Enumerale the process ol hedging lhrough r!tures.

3. a) Slale the key diiferences between spol conlracl and toMard conlracl.
b) Eva uale the assumprions n capilal asset pr cing modet.
c) Tlre stock price ol cra€e Ltd n spol ma.kei is 1450t and lhe lwo,month

oplion coilracl is 1450 . The price oJ lhe oplron s { 20 pei share. At whal
price wi theoplion be at-the money, nthe moneyandoul otmoney ilihe
oplons are bolh cal and put ?
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4. a) Whal s Oprio. Pay oli ?

b) Thec!nenl markel prce olashare isl l9 and theca oplonandpuloplron
al a slrke prce oll20 are avarlable ior l3 Jor a perod ol3 monlhs ll lhe

risk lree rate rs 1O'/" ldenlry the arblirage opponu. ties Apply the plt .a

c) Oslinglish belween Syslemalic nisk and Unsyslernalic Risk'wth exampes.

5 a) Expand L BOB and L BID

b) Whal s i\,4argin System ? Give ils types.

c) An lnveslor buys 500 shares oj x Lid. al l210 pershare in lhe cash ma*el.
n order lo hedge, he se ls 300lulures oJ X Lld. al I 195 each. Nen day,

the share price and tulures decline by 5% and 3% respectively. He coses
his pos lions the nen day by munler lransaclions. Find oui his prollt or loss

6 a) Suppod the pr ce oi a slock is { 100 and n lwo per ods, l may go !p by 20%

or down by 20'l" in each period. Construcl ihe BinomialTree (S ngle peiod).

b) Calcu ale lhe ower bound frcm lhe lolow'ng dala:

Slock price : I 270 per share

crylF or oplio' : rJ opedn

Type 01 oplion : Call

Slrike pice : 1265 per share

lnteresl rate r 10% p.a.

-Time 
io expiry 6 months

DividFnd. Nil

c) Ouilne lhe imporianl applicaiions oi inlerest rale lutures. (ax9=36)



l lt l t Ifl []

SECTIQN B

Answerthetwo qLreslions nihs Seclion. Eachquesloncares 12 marks.

7 a) The limtalions oiioNards and iulures led 10 rhe emergence oi oprons'.
Examine th s slalemenl keeping in m nd the milalions oj joNards and
Jullres Also. labulale th€ diil€re.ces behreen oplions loMards, and iu1!res

OB

b) From the lo lowing iniomalion, compuie rhe €tt oprion and pul oprion va 1Jes :

Cuiienl narket price (S) : t 100 per share

Slriklng prce (X) r I490 pershare

Voalility olshare price (o) i 30%

Fisk-iree rale (Fr) : lo%p.a.
T me lo exp rarion (l) : 3 monlhs

Use B ack Schoes ionnula.

I a) Who are lhe players in the l.dian derivalves markel ? Na rcle lhen lu.ctions

OF

b) Wrle an essay on the Types olopllons". S lppo n wiih valid etamples.
(2r12=241


