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WEST BENGAL STATE UNIVERSITY
B.A./B.Sc. Honours 6th Semester Examination, 2021

ECOADSEO0ST-ECONOMICS (DSE3/4)

FINANCIAL ECONOMICS

Time Allotted: 2 Hours Full Marks: 50

The figures in the margin indicate marks of question iy B WY oS 20N T S W
Candidates should answer in their own words wPrerdrvy Frew eIV W N ST W
and adhere to the word limit as practicable Fav fors w9

1. Answer any five questions from the following 2x5=10

faufofue q-carc ofofd =itwz o2 we:
(a) Define Capital Market Linc.
o Wreb sz e e

(b) A borrower offers 16% nomunal ratc of mterest with quarterly
What isthe effective rate of interest”
weaiBlel LB bargle MY 169, STNEIE WEd A ww o e srfeq 2q
My

(¢) What is portfolio beta (£) in CAPM?

Piaflan-a csefee @01 (5) & ¢

(d) What do you mean by equity capual?
BgEd yoa e @ (e 7

(¢) How is standard deviation employed commonly in finance as a measurc of risk”
Jfaa wffime e wped pie Frens Y378 T T T

(f) Distinguish between forward and futures contract.
ey o O pfes arg e F o

(g) What s'put-call parity?

Put-call parity 7 »

(h) State two disadvantages of debt financing in corporate finance

(e e e whrEs v wdnae 16 Wit S s

compounding

2. Answer any four questions from the following 5x4 = 20
frafafee Q- sraf? eowe Be we:
(a) Discuss the concept of efficient portfolio.
oy viibreferen araenfd wrersst A
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(b) Suppose an investor buys a bond at Rs. 900. It has a maturity value of 10 years 243
and par value of Rs. 1000. The bond fetches a coupon rate of Rs. 90 every year.
Calculate current yield and yield to maturity of the bond.

@ T, @I REEHSR b I8 T FE woo B IeHa YRpRH 7 so
T 6 YRR T i1 ©Jie] Sooo HiFl1 AT FAT G T do Bit 2f% 7771 IONA
T T (yield) © MRRHTS T (yield) F© I ©F 3ef7 3

(c) What is the relationship between risk and return as per CAPM?
Brafiay s IR ax B T 71 1 9

(d) Distinguish between primary market and secondary market.

2R AT GR Nt ASAET T LT |

(e) If you invest Rs. 50,000/- today with 9% interest compounded quarterly, what will
be its future value after 25 years?

o T ot tawiE 9% IR IR 50,000/ B RiFwe Faw O3 25 I AE
3 SRYCoA T F© TF ?

() Explain the following option trading strategies—
(i) Straddle
(i) Strangles
AT Sroteie (R -7 FreeTfE Fmoice Sttt Tt
(i) e
(i) BRI

3. Answer any two questions from the following: 10x2 =20
feraleiRe @-ie 7fe elves Ted wies
(a) What do you mean by cost of capital? Discuss in detail importance and methods
of calculating cost of capital with the help of example.

TR T IS I @I ? TAFCE AR TR R e im ewg ax

afoaf T St S

(b) Distinguish between present value (PV) and internal rate of return (IRR). Among 4+6
these two which one is most important criteria for investment evaluation. -
‘IS O’ 6 TORAR b O oI -aq Wy AN F e @2 1w wy @,
Rfvws-a3 EoEeR cwE, @R ewes ¢

(c) Explain the determinants of dividend policy.
st e e It Fwmn

(d) What is security market line? Explain the security market line in the context of 3+7

capital asset pricing model (CAPM).

AR M Aizw e & @RIT 9 CAPM Srote @ifrre HieRb WS «iza
I IR

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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