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FINANCIAL ECONOMICS
Time Allotted: 2 Hours Full Marks: 50
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and adhere to the word limit as practicable. Geq e 291
I. Answer any five questions from the following: 2x5=10

fefeiie @-wiet #pfe et Ted s
(a) What is‘immunization’ procedure in the bond market?
L AN ENGAREHN Az @00 & @IRiieeT! = 9
(b) What do you mean by ‘hedging’ in the stock market?
GRIER SIS
(c) What is internal rate of return (IRR)?
(d) What are options?
M 0o [ @I 9
(e) Define preferred shares.
Preferred shares-4< &l wlQ |
(f) What do you mean by cost of capital?
ETLE AR 00 @I 9
(g) What is security market line?
TSR M w12 I@ice [ @RI =7 9

(h) State the formula for the future value of an annuity.

RS eRayces Wt @ @l

2. Answer any four questions from the following: 5x4 =20
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(a) What are debentures? State the importance of debentures in the context of 1+4
corporate financing.
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(b) Explain briefly about ‘Spread’ and ‘Straddle’ option strategies. 2% x)
‘CHT’ @ FIICTET TN (T I SO |
(c) Do you think ‘future contract’ is better than a ‘forward contract’? Explain your
answer.

O & W 77 “RrOhla pfe” TERIT pfed e @R Bre 2 Terma Woew I nis)
(d) Discuss the concept of efficient portfolio.

v (AGCPifenes Al Scemal e
(e¢) How is ‘beta’ calculated?

1 fFeica aiefal 1 27 9
(f) Discuss the features of primary market.

2T ASIER @T) SNCEEA FE

3. Answer any two questions from the following: 10x2 =20
fasfeie @-ie 76 ava Ted wiss

(a) State ‘Modigliani-Miller’ proposition-I. With the help of an example, illustrate 5+5
how the arbitrage mechanism works.
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(b) Explain the factors that determine option pricing.
Option &7 €@ @ @1 Soimiaef i F@h

(c) What is portfolio beta in Capital Asset Pricing Model (CAPM)? Using CAPM, 3+7
show how the expected rate of return of an individual relates to the individual risk.
‘Prafiaw-g ¢iterifre {6 2 Fafianr 375w s@ @ele el oo e
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(d) Explain Markowitz theory in investors’ portfolio analysis. 10
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N.B. : Students have to complete submission of their Answer Scripts through E-mail / Whatsapp to
their own respective colleges on the same day / date of examination within 1 hour after end
of exam. University / College authorities will not be held responsible for wrong submission
(at in proper address). Students are strongly advised not to submit multiple copies of the
same answer Script.
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