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Section D : Case Study (50 Marks)

“This section consists of questions with seril number 15
nswer all questons.

Marks ereindicater ageinst each queston.

oot spend more than 80 - 90 minutes on Section D.

Case Study
Read and answer
1. Wit gold being one of theimportant aset lasses, Gold ETFswill provide bete, smpler and affordable meshod of investing
gold coins, gold futures,orjeweflery”.  Inlight of o
the adventages of Gold ETFs:
(9marks) < Answer >
2 a o
UTI GOldETF.
b
10 Mr Gupta assate by Mr. Rucra.
(4+6=10marks) < Answer >
3 Eq e
GoldETFs
(9marks) < Answer >
4 arehigher.
i y
insuch wnitof
a Guptaf eech of Gold ETFs of
thenesrest integer, s rading unit is 1),
b plaevery wesk n each of Gold ETFS
s al of Gold ETFs.
(@+6+4=14marks < Answer >
5 reur
H
(Bmarks) < Answer >
Mr.Gupt ayst, working
M.
for
Gold Exchenge:
other asets Hence, aset_ Goldis
s pr
actional asset lasses n Ind Exchage
Ane 2007, CIC1 Prudential
GOLDETFs
Theunitof fund it
aperticlar amount of gold.
the necessity o taking physicaldelivery of gold.
e ; mpl invesing as
gold coins, gold utures orjewelery.
+Gold ETF like any other muwal
Rs1 tothepriceol 1 if continued, periodof time
s wedding or high children” sad A P Kurian,chairmen of
Mutul s o mutua
funds, L
Indaisal etal
participetion, Kusien hoped
TimeLineof Gold ETFs
“Gold Bulion Security laundhed in AuSraTa
"Gold Bullion Security Tandhed on|
Sreet Tracks Gad ETF Iaunched o NYSE
T Gald Trust on NYSE
Lyxor Gad Bullion Securty 1ted on Euro next
ZKB GOl ETF lised In Switzer
‘Aditiond Lising of Sireet Tracks InMexico
Additional Lising of Sreet Tracks n Sngapore
E=] e of SecurifiesAct
‘GOldETF introduced i Indaby Benchmerk AMC
World Scenario
with 9
29" December 2006)
Narme of GAG ETF AU (i tomnes)
"Gold Bullion Securlty Ausraia [ we |
Tyxor Gald bllion Securfy e o LSE [ ®@ |
‘e Tracks GOId ETF Iited onNYSE w188
New Gold Bullion Deberkures ised on X5, SA [ 1w |
T shares Comex Gold Trust15d on NYSE. [ an |
ZKB Gold ETF lised on Switzerand 1%
‘GOLDIST listed on 5abul Stock Exchange 03
Gold Benchmark Exchange Traded Fund (Gold BeES)
fund house,
. onthe Nationel 192007.
Listing t RS 1,000.30 aurit, or agram, 110,
e riseof R 2.10 RS 945.70, witnessing
atoad Rs631.28 k. Thetracing urt for 1
of Lpaisa
ofRs:
future. Acoorcing o Dr SA. Dave, Chairmanof Benchmark
recorded A 500 times growth in thelast 13 yeers.
of sucoess” sid
Sanjv Sheh, executive director of Benchmark.
Benchmark-GOLD Exchange Traded Fund:
gold.
[Type Of Scheme Traded Fund
[pate Of Inception [I5102/2007
[Asset Allocation old bulion: 90%- Bond
0-10%
[Face vaue [Fs100
fAmount in multples of Rs 1000 herefte. )
ing Besis: Oncelisted, 1 unit of Gold BeES will epresent approximetely 1 Gram of
I The
or sidis 1 unit.
[Ermy Loaa [New Fund Offer
IRs 10,000 t0 Rs. 49.99.000 1%
IRS 5000000 0 Rs. 1.99.99.000 10%
IR 2.00,00,00010 R5 499.99,000 0s%
IRs 5,00,00,000 and above Ni
ing Basis: Nil
(Bt Load ot
UTI GOLD Exchange Traded Fund: Obi clossly track
the performance and yield of Gold.
e Traded Fund
[DaeOF Inception ___p1/03/2007
T fGoabuior: 90% -
oo
[Fece vaue [Rs100
3
famount 120,000/- andin multipes of Re 1- therester.
[Entry Load New Fund Ofer
IRs. 50,00,000 and les than Rs. 20000000 150%
forester or eaue to Rs. 200,00,000 and essthan Rs500,00.000 o075
IR 5.00.00,000 and above. il
ngoing Basis Ni
(Bt Load i
(Growth): Thepr provide
equty & enuity 0p
[Type Of Scheme }An Open Ended Diversified Equity Scheme
[patef inception 71032006
[Asset Allocation [75-100% in equity and equity related insiruments
[Upto 259 de anc money market instrumerts
[Face vaue =)
[V Ivestmert Amount IRs 5.0 andin multiplesof Re. 1 therafter
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ey Load INew Fund Offer: il
fOngoing Basis
For Suberption beow R 2,0000.000 209
For subsition of s 2.0000.000 & above and
beow Rs. 50000000 129%
[For Subsoripton o Rs 500.00,000& above. il
Bt oz INew Fund Offer: 25611 aloament or amount
(There sl be no et e foramount of Rs5.00,00000 & above
fongoing Basis: il
“APPENDIX 1
AV of Relance
NAV of Benchmark | NAV of UTI
GOETF(Rs) | Gaid ETF (Rs) | =M B (Srown
=7
Iy
2]
=1
na
ATy
7]
END OF SECTIOND
Section E : Caselets (50 Marks)
~ Thissclon conats o quetions with sl e 6. 11
+ Answer all quesions
+ Maksaeindicaed aganst esch quesion
- Donotspend marethan 80 - 0 minues on Scion €
Caselet 1
6 Asper derengeof environment, bio-Gversiy, s
(7 marks) < Answer >
2
(Omarks) < Answer >
pen mttertoyou f the comper ety
invesing, Widerange environment, bo-dversiy,
ave It
BN hod
your concesns nd conscience.
India'sfirstSocilly N
a Banghefifth-
largest SR \saendLatin t
of managing sch s abroad.
crisl i will spoNX
o 1 repor.
the compeny
Grisi'scurent SRI standarcs For intancs, it
| et
Forinsance, achemical eveni
long si o ‘SoysCEO, ABN Amvo M, Nikhil ohi: “Sunlightisthe
ahigher disclosure policy also do well.”
Onthe other S0, acompeny
£ tisagar I

Fund. L
Development Fund s thefirst SRI fund o collect money in India,for investing in companies with good environment, social and
governance values.

ke itstime. Butif we take
it metures. but ater
Jobi arded. Global SR funds that cat bend
of SRl funds,current Inthe U ot
funds, tillion,
for SR fundsas et
wil mesting social objectives”

 sid Naval Bir Kumar, menaging
director, Standerd Chartered Mutual Fund.

than others. H
a, and inancial performance.
typical respon
Environment Prog: inarecentreport, insituionl investors
“Thisrend will meet global

Sandards Global ILo|
levelsin indian compenies. This il popularise etfical investing India,” sad Sunil K Sinha, senior economist, Crisl, which structured
ciisi

globdl SRI Index, Dow

I Incex, Ethibel

END OF CASELET 1

carefully and answer

B al
atributes,
o
e
Forinstitutionl invesi anindividud,
per The
mergence
t0inves, in order y. y for personal wo
y
Tod bt lack the
“The avenuesf &
] el e

Varied requirements of individual investors.

vestor He
The objective of
theinvestment, b
Thus,risein pri pr
it the rea rate o return will e negatve. Thus, the basic
objectives of e ation of

personal

b Itisan acivity,
the short-term and long-erm finencia needs o an individual anor his family. Al indiviculs can be specificaly differentiated on
factors.

ratua per other
and Financial t

tocks - such

s
periods If aportoliois

both funds, Il in part,
& consequence, therisk level o the overall portfolio will bereducer below therisk level of ither individual fund. But an investor

Caselet 2

aversiicat
END OF CASELET 2
Casdet 3
carefully and answer
10,
Inlightof tis,
1
above 15,000 poines. \ there will be
what or but
y ket
longer tenure deposis, y
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(10marks) < Answer >

(8 marks) < Answer >

(8 marks) < Ansver >

(8 marks) < Answer >



liquid funds. Another interesting option s arbtrage funds.
Investors,

fancy name. However, that is not the case.

1o generate.
fixedincome. Henoe, these:
Nowadays,
tothoseof other aninvesior to buy into

aderivaive fund?

fund M Mutuel Fund, Tha

beca  completey heged. Sanjiv
‘Snah, Chief investment oficer of Fund, 004,
sys'
75-80 per
of the st going forward. dont
tokeinterest rateisks” he ads
In October 2006, SBI -ACF).
of mis-pricing of o
two ar Inthe absence
of the fund il
y the same stock:
India).
For jestors Hence,
cent gainsta, if
free without any dividend
disribution
ax.
vequity mutued 15 per cent

per thetax sab of theindiviciel Similarly, for over one yeer, long-term capital gais taes are at he rateof 10 per cent o 20 per cent
et funds: pis

with indeaion. The than,

func

inarbitrage funds.

END OF CASELET 3

END OF SECTION E

END OF QUESTION PAPER
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Suggested Answers
Portfolio Management and Mutual Funds- 11 (MSF2D4) : October 2007
Section D : Case Study

skof stook form,
oling physica god isreduced conserably:
invesiors
o Lunit
extent of expenses. forsmall real
exchange. Oneunitof th fuwill representone gram of gold
High L
iy prices
tem quickly &t adsoount
end by acumbersome process.
Lower cost lower cos nd hghes rnsper
exchage, Further,
collection, cary tha ill bebsent
onaGoldETF. beless
bulion merke.
g fund. Duetothe
Al ime
Bater
with ofhes st loses.
<T0>
2 a
Das e [ReumonUTY | Reaumonegally [ T|(R9- T
on Benchmark | Gold ETF (%) |weightd porfaioof
GOIdETF (%) Gold ETFs (%)
() ®0) ®3
Ao o5 E] 2] i iz
7 Apr 389 375 1) S 967
iy o078 0@ 0@ 151 2%
Ty 16 1% T 0as 02
BMa 20 170 168 117 T37
ey 1% i 12 0ar 065
&Y 0% o1 06 7 3
019 018 019 050 [
- 1% % To7 055 o031
72T 0z 008 o 055 [y
o o7 oo 010 001
o 513 75 7% 207
Ve o7 ) o7
Reum of pontiolio of Gold ETFs=—0.71
porfoio of Gold ETFs =
retums o portfolio (202212 L4z,
b
Dae @ | R | &9 T~
Ecuity Fund (%) | weighted portflioof p P ]
® GoldETFs (%)
®0)
Aot T (23] [ [T}
27 Apr 6L 38 017 fE}
iy 125 o8 007 0L
Ty 0z 6 207 06
iy 336 BE) ) 2%
iay 055 3 019 0%
B p3T) o6 % 201
18 019 528 25
530 0% To7 05 25
Zn £} ) 55 %
an 087 oL o @
o i 7% 5% %
Ve 0z 71
ety fund = (23052 1.
Varince on etums of prtiolio of Gold ETFs = 2022/10= 20220067
reums o portfolio (202
i 56/10 = 0.156(%)
e = 0156/(152x1.42)
reumsof sran8
terewill 1
5o <T0P>
3. Mirimum Variance Poriaio (W)= 5o
wy= 04648
W, =1-04648 = 05352

Proportion of investment to be madein Reliance Equity Fund = 46.48%
Proportion of investment to be maceiin portflio of Gold ETFs= 53.52%
Return on minimum variance portfolio = 0.4648 x 1.02 + 0.5352 x -0.71 = 0.0941%

55
1.075 (%)
T
[ | Satree | " oo
IRt 7 1@ [ om | 00041
=) I N | To%5

<ToP>
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a  Benchmark Gold ETF
Date NAV of oS
Benchmark | purchasad to minimize
i
(Rs251 (NAVX0.25%)
2 3
EIEd
5468
51008
o715
%075
E=E
5753
88360
=S
EZAE
= B7282
5 56852
UTI GAd ETF
Daie | NAVOUTT oot
brokerage expenses per unit
(Rs251 (NAVX0.25%)
B 3
£
o553
S0952
o725
50566
89024
B 767
8873
=
ST
= 87645 140053~ 1
5 57008 Tiag2~11
132
b, Benchmark Gold ETF.
Date NAVO | WimimumNumber of | Tow Brokerage | Vot Cox
Benchmar! unitspurchased to
(Gold ETF (Rs)|  minimizebrokerage
‘expenses per unit
B 4=23%029% Z
Eik 2501
9469 2604
51006 %508
o715 %22
5075, 246
8893 245
87530 2407
60 230
E3 2%
7472 2405
2 7282 200
= 6852 %06 8
T10,68561
UTI Gold ETF
Date | NAV O UTT o units
unit
T z 3
Ee
553
50062
91725
905,66
9020
8767
w73
88893
87715
87645
57008
w2 11852862
¢ Benchmark Gald ETF
1551316
Rs417245
Value o invesiment a the end of 290 e 2007 = 132 x 870.08 = Rs 11485056
Rs4,078.06
<T0P>
5
of anincividual holding.
overall portlio. In adkition, over
of over diversification and excessve cosl
2er0 return. For
exanple. if funds, which
] thus
response. Therefore
et extent that it does ot provide good returns.
<TOR>
Section E: Caselets.
6 W
if time,
astof The
financial ol
ABN fund,
India. The reasons for ABN  wearenot very
issil
popul
products.
have o be ESG
siandards. Global 1LO labour convention and
Thiswil
investing India.
<ToR>
Global Significance
the UK and, to alessr extent, Canada
sill
of investment will
of the plane
Sustanability Characteristics
© GeuineSR o ahervise
detractfrom sustinability
sustainebilty
- o=
innovations
¢ o= o project
promoling sustanability
. ] pes
.+ Althoughsil investment, SR s quickly
susanebilty
<ToR>
8 Al
atibutes, ther Let
Required Return
obis
investment moreof I
inflation
capital gain o loss. Thegai capital mekesthe.
Thetota
per by
the security. aseourty, requiresfroma
ity
Risk Taking Capability
ik averter or
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inisk free secuifies
TimeFrame

years Shortterm

Knowledge and Information
Persondl

mpan
techniques, ec. ffect theinvestment decisions of individuals The sourcesof information regarding nvestment
‘avenues s guide the investmen dedisions.

Taxable Income

“The contemporary talabltes of anindivickal and the effectof taxation on the income generated from

safety
Ingenerdi,
ivestment. The sefey of y
in proportion tothe e of risk taken.
Availability of Funds
Oneol ifthe
negative, there will

for investment, y
Ezch individual

Cash Reversbility

The degree: ity
meking persona Investments.
Understanding Sates of Nature

tisthe saeof hend, astte of
y grs thenitisthe
sateof risk deviation of actual [
‘lways good to understand the stateof nature pior to investing.
<ToP>
o syle hasaspecial syleof investing. Itis aways
jes, uice
Jical stock
growth rates, etc. Obvious)
aditiond st o
categor
market a
proportion of
<ToR>
10, s but
offeetexch other resuiingin
On setlement day, the price of futuresvil the
thet i, sell-
For example, { one
can buy the stock in cash and sl thefulure.
Onepiy,
buying the future, esving with anet profit of Rs 10,
However, f on expiy,
ganof Rs10. y
i In other words, it isirrdevant

rether falen, one would sill money. o four transactions.
ave eken place: Buying of stock and sefing of futuresinitialy; Seling of stock and Buying of futuresin the.
second leg on expiry.

Inthis manner, rrespective of the shere pice, thenvesior (the fund in this case) eams the spread between the.

<ToP>
11 Animportant advantage of
each other. of
the ransaction. Inthe respect, Afterdl, the
And

that. One peculiar quaity
o downside of the market,rather it makes a market-neutral investment decision. Thus evenif the mrket gets
o

performen
i spricing, Therelore, the returns
could behigher e,

kel o berefit.
©
<pot; twill
thefund. However, if the reums il fal
asetsinlow yilding debt e morey merket nsruments
<T0P>

<TOPOF THE DOCUMENT >
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