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AV-224

M.B.A. (Semester—!Y) Examination

FINANCIAL DERIVATIVES
Paper—MBA/M102/CGF
Time : Three Hours) | Maximum Maiks © 70
Note :— (1) Attempt ALL questions,
(2} Figures to the nght indicate marks.
(3) Use of factor table, scientific calculator is allowed.
SECTION—A

I, (a) Discuss the history of derivative market in India. Also explain the regulatory framework of
financial dervanves, 14

OR

(b) The derivative markets have become an mtegral part of modern financial system in less than
two decades of their emergence. In the light of above statement detail out the concept of

financral derivatives along with the major products and plavers in the market. 14

SECTION—B

2. (a) Describe Forward contract and bring out the difference between long torward position and
a short forward position with suitable example. 7
b)) Suppose on 153% March, 2013, the price of SBI share in cash market 1s Rs. 350 per share,
D) Pl ) ) p p
X enter into on forward agrcement with Y to buy 1500 shares of SBI at agreed price of
Rs 370 per share on April 15, 2003, Find out the profit profile of X, if price ot SB! on
April 15, 2005 wrns to be 430 in spot markert. 7
OR
(¢) Discuss the pricing mechanism of forward contracts. 7
(d) Consider a six-month long forward contract of @ non-income paying security. The risk free
rate of interest is 6% p.a. The stock price is Rs. 30 and the delivery price is Rs. 28.
Compute the value of forward contract. 7
3. (a) TExplain how margins protect investors avainst the possibility of detault. 7
(h) Suppose an amount of Rs. 200 invested for 1 vear at an interest rate of 10% poa. [ the
rate is compounded twice a vear, and reinvested, what will be the terminal value ol the
investment ? /
OR
(¢) ~If future prices of an asset is greater than spot price during delivery, it attracts arbitrage
opportunity.” Comment. 7
(d) Consider the position of an investor who shorts 1000 TISCO shares in May when the price
per share is Rs. 100 and closes out the position by buying them back in August when the
price per share is Rs. 80. Suppose that a dividend of Rs. 2 per share is paid in June, what
. , , .. -
will be the gain/loss to the investor ? /
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SECTION-—C

4 {2y What do vou understanud by onviions 7 Explar s sigmiticance i finaneial markets.

(hY Discuss the concept of “Tr-the monay’. " Ar-the money” ond ~Out-01 the monay’ option
7
OR
(¢) “Optons are the sorest tstroments for the ovestors  Fxamine the satement critically.
(&) ~Ootions writer has bited profitand e bieited losses 7 Criticadly evaluate the statement with

Ulusoaton.
SECTION =D

S0 NYZ Lids wishes to borrow Rs 20 crore ata e rate tor 5 vears and bas been ottered either
L% fived or six-month LIBOR 1 190 ARC Lid. wishes 1o borrow Rs. 20 crove at u b
rate tor 5 vears and has beon offered cither six-month LIBOR + 0.3% or 10% fixed. On the
pasts of above ticures

P

) How may they enter into swap arrangement in which each henetits cqualls

(b} What rish muay this anangement generan

A
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