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ofthe transition stage ?

0.75

r5%

9o/o

/

(c) ) the market price of the bond is ( 95; years to
-'/

mafuritv:6ws.:counon' '&-:'
rate: l3%o p.a. (paid annually) and issue price is { 1Q What is the leld to

+-
maturity ?

CRP
Answers to questions are to be given only in English except in the case of candidates who have
opted for Hindi Medium. If a candidate has not opted for Hindi medium, his answers in Hindi

will not be valued.

Question No. I is compulsory.

Attempt any {ve guestions from the remaining siJjUgstions.

Working notes should form part of the Answer.

Marks

t qt\ Acompmypasses through three stases'6D *@*a @V ffr" grofih stage is expected to last for 2 years, while the transition stage lasts

for 3 years. During the transition ,tuffig.o*th rat" of &uidend, iilan-g",.:-+
from 18% to 9yo. \,lhat would be the rate ofdividend at the end of the first year

t\
, llr

fh--m)( I,td. has paid a dividend of ( 2.5 per share on a face vatue of { l0 in the
V financial year ending on 3l't Marchlffi. The details are as follows :

Current market price of share

Growth rate of eamings and dividends

Beta of share.

Average market retum

Risk fieerate ofretum

Calculate the intrinsic value of share.
_-:?

CRP P.T,O.
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,/) 
cRP Marks

6/ e, 
"onu"rtible 

bond with a face value of t 1,000 is issued at t 1*gO *itft u L
<"' 

coupon rate of 10.5%. The conversion rate is 14 shares per bond. The cunent

market price of bond and share is { 1,475 and { 80 respectively. What is tnib
premium over conversion value ? 4 x 5:20

2. (a)778 Ltd. is considering take-over of R Ltd. by the exchange of four new share5tn

J/ V Ua. for every five shares in R Ltcl. The relevant financial details of the two

companies prior to merger announbement are as follows : 
R-

P Ltd.

15

25

t2

arket value of both the complny.

!y'n atue ot ori ginal shareholders-

ce per share aftet mergerT

(iv) _,p@t on share price of both the company if the Directors of P Ltd. expect
/their own pre-merger P/E ratio to be applied to the combined ee1ntntt. t 10

-?-'-+'J

@ ,X"d Ltd. is considering a project with the following Cash flows :

-/ 
-(gYears

0

1

2

Profit before Tax (t Crore)

No. of Shares (Crore)

P/E Ratio

Corporate Tax Rate 30o/o

You are required to determine :

Cost of Plant Recurrins Cost

10,000 /1/t"/ 4,ooo ,/
5,000 /1

RLtd.

13.50

t5

9

Savinss

12,000 /l
14,OOO /1

\

L

CRP
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CRP

The cost of capital is 9%. Measure the sensitivity of the project to changes in
->-

the levels of plant value, running cost and savings (considering each factor at a

time) such that the NPV becomes zero. The p.V. factor at g7o are as under :

Year Factor

I

0.917

0.842

Marks

--\3. (a) ub6oflot airlines is pranning to procure a light commercial aircraft for fllng
v class clients at an invesfinent oft 50 lakhs. The expected cash flow after tax for

Which factor is the most s€nsitive to alfect the acceptability of th 
" 
prog$

next three years is as follows :

f

Year I

Probabilitv

Year 2

(( in Lakh)

Year 3

CFAT Probabilitv CFAT probabilitu

15 .1 18 .2

20 .3 22 .s lO

30 .4 35 .2

45 .2 50 .t

The company wishes to consider all possible risk factors relating to an airline.

The company wants to know -
(i) tly,.cxpectet NPV of this proposal assuming independent probabilitv

\-.-- distribution with 6 p.r 
".nt 

d.k fu" ."1" of i. d

CFAT

t5

18

22

35

.1

.2

.4

?

t2

P.T,O.

(ii) thgpjssible deviation on expected values.

-a1_-
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V^ importer requests his bank to extend the forward conhact for Ul $ 20,090
- which is due for maturity on 30th iocrlgbe1{ 10, for a further period of

3 months. He agrees to pay the required margin money for such extension of the

contract.

Contracted Rate - US $ I :1 42.32

The US Dollar quoted on 30-10-2010 , -P
Spot-41.5000/ 41.5200

3 months' Premium - 0.87% I 0.93%

3

Margin money for buying and selling rate is 0-.07 
,5% 

and 0.20% respectivelV. ,/
Compute:

(Y fr" cost to the importer in respect of the extension of the forward

contract, and

({ therate of new forward co ntrcJ7)

4. ,,/ft investor has decided to invest { 1,00,000 in the shares of two companies, namely,
'/ '\--:-

*-r' ABC ^d XYZ. The projections of retums. from the shares of the mo companies
at6ng with lheir probabilities are as follows : ): |}

Probability ABC(%) XYQ%) l

l6

10

.25 -7 28

.30 28 -2

You are reouired to
/.8f Comment on renrm and risk of investrnent in individual shares.

(iD cgmpare the risk and retum of these two .h;;ffilio of these shares, r' -.--__.-_.-_.__ -
I ty' n equal proportlons.

(i!j)-.:Find out the proportion of each of the above shares to formulate a minimum risk
portfolio.

--c

t2

T4

j ) i,,',
CRP 'r ,,\ \,

\t

t0

I
,l

.20

_25

'r - ,' .- -

16



5. (a) ,z{ mutual fund company introduced two schemes ie Dividend3lA(Plagp)

\/ 
^d 

Bonus plan (Plan-B)' The face value of the unit is { 10' Ott 1-t9

Mr. K invested ( 2,00,000 each in Plmland Plan-B when the NAI$

t 38.20 and t 35.60 respectively' Both the plans matured on 3l-3-2010 \//

(s)

CRP

Particulars of dividend and bonus declared over the Period are as follows :

Date Dividend Bonus Net Asset Value (Q

Ratio Plan-D Plan-B

39.10

41.15

44.20

45.05

42.70

44.80

40.2s

40.40

3tro

36.25

33.10

3'7.25

38.30

39.10

38.90

39.70

Marks

r\c'y

30-9-2005

3G.6-2006

3t-3-2007

15-9-2008

30-10-2008

27-3-2009

t1-4-2009

31-3-2010

l0

1:5

l5

l3

16

1:8

1:10

What is the effective/yield p., *urn)n respect of th-bov:twollg ?

'a----'---t- /

b) ,,'7l€exnrngs per share of a company is { 10 and the rate of capitalisation

/ 
uppli"uble to it is lgry cent' The company has three options of igring

dividend i.e. f", 
(W" md {p}9o%'Calculate 

the market price Stni= f

share as per WALTER's model if it can eam a retum ot (a)/S ' @Y ma
' .--_'--7-- V V

10

(c) 5 ppf&nt on its retained eamings'

\,/
CRP P.T.O.
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CRp Marks
(a) Sensex futures are traded at a multiple of [0. Consider the following quotations

ofSensex futures in the l0 trading days during February, 2009 :

Ucy

4-2-09

5-2-09

6-2-09

7-2-09

t0-2-09

tt-2-09

12-2-09

14-2-09

t7-2-09

l8-2-O9

High

3306.4

3298.00

3256.20

3233.00

3281.50

3283.50

3315.00

3315.00

3278.00

3118.00

3290.00

3262.50

3227.00

320t.s0

3256.00

3260.00

3286.30

3257.10

3249.50

3091.40

3296.50

3294.40

3230.40

3212.30

3267.50

3263.80

3292.00

3309.30

3257.80

3102.60

Low Closins

Abhishek bought one sensex futures contract on February, 04. The average
daily absolute change in the varue of contract is { 10,000 -a ,arra".a a"rni"tiJn
of these changes is t 2,000. The maintenance margin is 75% of initial margin.
You are required to determine the daily balances in the margin account and
payment on margin calls, if any.

o) The share of Galaxy Ltd. ofa face value of( r0 is being quoted at { 24. The
company has a plan to make a right issue of one equity share for every four
shares currently held at a premium of40% per share.

You are required to :

(i) Determine the minimum price that can be expected of share after the
issue.

(ii)

(iii)
Calculate the theoretical value ofthe rights alone.

Show the effect of the right issue on the wealth ofa shareholder who has
1500 shares, if
(a) he sells the entire rights, and

(b) he ignores the rights.



(7)

CRP Marks

4x4=16
7. Attempt any FOUR of the following :

jyzln"tis insider trading practice ?

Wrtare 
the features of Fuhres Contract ? '[

{)./kxplanbriefly the salient features of Foreign currency convertible Bonds.

g!y'X-fuhut is teverse merger ?

(e) What are the guidelines ofPublic Investment Board for project appraisal ?

CRP


