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Answer to questions are to be given only in English except in the case of candidates who
have opted for Hindi Medium. If a candidate who has not opted for Hindi Medium,
his/her answers in Hindi will not be valued.

Question No. 1 is compulsory.

Candidates are also required to answer any four questions from the
remaining five questions. '
Working notes should form part of the respective answers.

O Marks

1. (a) High Growth Ltd. (HGL) was ki jg an excellent growth over a 10
number of years. The Board \oéxﬁirectors is considering a proposal to
reward its shareholders by bQ)i g back 20%. shares at a premium. The
premium is to be paid }’Qm(i’sing a loan from the Bank, The interest on
loan is to be seryi by internal accruals as supported by the
financials of HEE. The company has a market capitalization of
Z 15,000 crore and the current Earnings Per Share (EPS) is ¥ 600 with
a Price Earnings Ratio (PER) of 25. The Board expects a post buy
back Market Price per Share (MPS) of % 10,000. The PER, post buy
back, will remain the same. The loan can be availed at an interest rate

of 16 % p.a.
Applicable corporate tax rate is 30 %.

You are required to calculate

(i) The interest amount which can be paid for availing the bank loan.
(i) The loan amount to be raised.

(iii) Buy back premium per share.
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(b)
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(2)
SIM Marks
Export Ltd., an export orienteq unit jnvoic®® . 1 EituEnes of the .

. st
Importer. It is expecting a receipt of usp 2,40’000 o = HEeh, 20
for the goods exported on 15 M

ay, 2022,
The following information is available g5 on 1 May, 2022 :
Exchange Rates _C\urrency prlatres 7
L W e R——
USD/INR USD/INR
Spot DG May/j 0.0126 Contract Size
e 1, : : % 6,40,000/-
I Month Forward | 0.0124 July 0.0125
3 Months Forward 0.0123 ]
_ 4
g}v
- ; - AN
| m‘tlél Margin \ In&g%ates in India \
May R15000 IV o A
August 4 9
L 2&00(}?.

| 8.5% |
On 1?‘ August; 2022 tgsypot rate USD/IN
future rate is 0.0125 W

N\

Suggest. a suitable approach to Export Ltd. that would be most
advantageous out of the following methods. _

R is 0.0126 and currency

(i) Forward Contract
(1)) Currency Futures
(iii) No hedge

Assume that the variation in margin would be settled on the maturity
of the futures contract.

Swaptions can be applied for sp
of their swap books. What are th

eculation purposes or 10 hedge a portion 4

. ———
e other areas of 1tS application 2. .
‘ ' \ \
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SJM
: : er.
2. (a) Mr. Bullisa rational risk taker. He takeg hi
a week. He does noy tak 'S Position j, , . Mark
In single stq K S
C

for 4 days in
weekend effect an

Monday to Thursday. e
O .
and withdraws the balance€ Fidy o iy i

nt where Valug A, 1.

s e

d takes pOSltlon on] a
transf or foy .

He ers ¢ rdays i , Week i o

maximum investme
he balance lying in his bank 2¢Count o Position b

. . . : ake .
per standing instructions, 15 t . N on the free balanCe};h. .
account in the morning on eac MOnday_ YINg in the bank

On Monday morning (before Opening of the capita]

transferred an amount of T 11 Crore ¢ his ba:ka Market) he has

deposit also matured on this Monday, The m, tiIICT:ount. A fixed

7 63,42,560 was also credited to hjs 5 ount by t:ty ammfnt of

morning of the Monday. However, Mr{:)B)l | receiveg the .ba.nk 1.n the

the same in the evening. The bank 6‘@}5 a minimum balafz Intimation of'

all the time. The value of Z SCOLENAt the required co;)ﬁde;i.: 2:}00(? {

99 percent is 2.33. \\§) P
. : &) »
The other information w@?ﬁespect to stocks X and Y, which are under

consideration for this W€Kk, is as under :

S

X
Return | Probability | Return | Probability
6 0

| .10 4 0.10 B
7 0.25 6 0.20
: 8 0.30 8 0.40
i 0.25 10 0.20

10 12 0.10 |

0.10 | N

where maximum

Y A —
ou are required to recommend a single stock,

in\/ ve
estme"t can be made) T
P.T .0.
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(4) Marks
(b) : SIm of Alpha Ltd- 8
An investor jg considering purchag; equity share® T—
asing € company pROEOs S

Whose cu . .
trent Market price is ¥:172.45. Th° 024. Alpha Ltd. is

dividend
of ¥ i arc’
6 for the year ending 31 M ., the next four years.

€Xpe
Pected to grow @ 20 percent per annu™ ! arly

e yeal‘S,
! .+ will st
by 100 basis points per annum. Thereaftef> .1t will -
required rate of return or e.

will declin€ line

growth rate per annum infinitely. The

investor is 20%.
Dividend value is to be taken in 2 decimal points only.

@ /

You are required : K
M lpha Ltd. after the end of

(i) To calculate the stable growth rag\

7 years. ‘(§(\
urchase the share at this p;ice

(i) To advise whether it is to p
tgﬁle farget growth rate of 15% per annum.

if the investor has a

£,
g

Period

3

4

5

6

|

il

PVIF(20%,n)

0.8333

0.6944

0.5787

0.4823

0.4019

0.3349

|

0.2791 \

(c) ‘Pay through securities’ are in the nature of participation certificates

that enable the investors to take a direct exposure on the performance

of the securitized assets. ‘Pass Through Certificates’, on the other
hand, gi i
, gives investors only a charge against the securitized assets. Do

you agree with the statement ? Justify your stand.
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(a) IF an Indian firm has its SUbSidiary in Si 4
in :
gapore and SF a Singapore 8

firm has its subsidiary in India and face the following interest
erest rates :

Company IF SF

INR Floating Rate | BPLR* 0.5% | BPLR+1.5%

3% 3.50%

SGD (fixed rate)

SF wishes to borrow Rupee loan at a ﬂoatmg rate and IF wishes to

te. The amount of loan required by both the -

companies is 'same at the current ex%@&e rate. A Bank arranges a
which is to be

swap and requires 50 basis pomtgs& its commission,

shared equally. IF requires aylmum gain of 20 basns points and SF
N

requires a minimum 2 QxSf 10 basis points for structurmg the deal.”

‘to structure the deal, even if, it has to forego a

borrow SGD at a fixed ra

The Bank is very k

part of its comm?%ion. -

You are required to find out )

(i) Whether there are any advantages available to IF and SF s
(i) Whether a swap can be arranged which may be beneficial to both

ghe firms ?

What rate of interest will they end up paying ? Show detailed

(ii1)
working.
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4.

(b) Mr. V is a commodity trader and specialize

(©)

(a)

(6)

SIM
. qself in trading of rice.

d him
ils aré available as on

e has 24,000 Kg. of rice. The foflowin® " :

date :
Spotprice aKe
3 month’s future is trading at 7/KE: 68
months 7Kg 64
500 Kg/ contract

Expected Lower price after 3

Contract size

You are required t0 advise to Mr. V:

(i), Howto mitigate the risk of fall in price-

ures market.
-4 Yor his sale
hs future contract

(i) How touse the fut
effective realized P s if, after 3

(iiiy What will be the
months, spot price is T 69/ Kg- @t

/ price is. ‘0\<\ i
. TTKe ?s}\)

. TEUKE | W\

e3 mont

What makes an organization financially sustainable 9 Discuss-
ased
m on maturity at
due to the

in the

2, has purch §ubstantial

e beginning of 202
o/, premiu

in th
00 bond with 5

ar 7.50% % 10
Maturity
the inflation is

“The yield on the bonds i decreasing. The
ct himsel ‘

An investor
number of 8 ye
a required Yield to
nuing war in Europ®
economies of the countries.
estor wants 10 proteé
ds in 2023. He has got 2 pro
purchase these ponds by shelling out &

conti

risk aversé inv
decides to sell the bon

r who Is willing t0

investo
97.50 per bond. .

maximum amount of 37

SIM
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(7)
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Investor follows intrinsIC value method for valuation of the Bonds.

You are required t0 determine -

(i) The Market price, Duration and Volatility of the bond.
decision of the new investor if he is looking for
Maturity (YTM) as 12% pa.?

7

(i) Willit be a right

Required Yield to

Period 1 2 3 4 5 6 7
PVIF(8.50%,n) | 0.9217 0.8495 | 0.7829 0.7216 | 0.6650 | 0.6129 0.5649
(b) Hopeful Ltd., an Indian MNC is executing a plant in Nepal. It has raised 7

# 400 Billion. Half of the amount will be required after six months’

time. Hopeful Ltd. is looking for an op nity to invest this amount

for a period of six months. It is con@%e}ﬁ-ﬁg following two options :

S AN :
Market : 2(}\ K Europe J
Nature of Investment ?‘(\)Rndex Fund (GBP) | Treasury Bills \(Euro) j
. .
' Dividend (GBP in Billiogg)” | 0.1369.- . j
o3
N
Income from stock {&dmg* 0.0007 - -
(GBP in Billions)
Discovﬁﬁ't' on the investment = 2% .. -
value at the end " '
Interest . - 7.8 percent per annum
Exchange Rate (Spot) GBP/INR 0.0099. | EUR/INR 0.011
Exchange Rate (6 month GBP/INR 0.0100 | EUR/INR 0.011
Forward) ‘
As an investment manager advise the best option to invest. .
SIM P.T.O.
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(©)

(a)

Marks

(8)
' . . SJM to ﬁnance a StartuP‘ 4
Personal Financing is one of the innovativ® way®
Discuss any four other methods.

emes ViZ.

oated tWO sch

an AMC, on 01.04.2018 pas .
s plan- Mr. X, an inv

estor has

M/S. Promising,
tax papers,

Dividend Reinvestment Plan and Bonu
invested in both the schemes. Mr. X, whil®

returned a capital loss on both the p
the claim of Mr. X, decided to launch an

collect the following details (except t

Date Dividend (%)

01.04.2018
N

31.12.2019
I

31.03.2020 12

lans- Ta

he isSU€

e L |

)\Q’

31.03.2021
[

X

submitting the

officials,
and were able to

31.12.2022

31.03.2022

31.03.2023

SJIM
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mnd
Additional details Remvestment Plan Bonus Plan
nvestment (3) 4 10’80’000 Z 10,00,000
824
Average Profit %) z 1,21
40°
Average Yield (%) 8.40 %
s Z 10.

Assume face value of unit a
fficials to calculate the issue price

)

You are required to assist the tax o

of both the schemes as on 01 104.2018.

¢
@
(b) Mr. Potential has made investmenrésfr} two mutual funds. The
following information is available: (}\)
& Ve
Mutual Fund Sn}\ . Growth
Jensen Alpha «13‘1‘6% 1.50%
Treynor’s Ratio 0.0714 0.0775
Actual Return .8.50% 9.10%
Risk Premium | 4%
You are required to calculate :
(i) Beta (B) for both the funds
(ii) Risk free Rate
(iii) Security Market Line
SIM
¢
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(10) nized for the
(c) “A Limited s, 5 ™ e jain the
im : e i
ited Partnership Entity, in lrld‘ \gree 9 Bneﬂ €
purpose of Venture Capital Fund.” Do yo
structure of V i . ndi?
enture Capital Fynd 1" In :
. t1
o rice earning® -
(a) Big Ltd. (BL), a listed company> is enJOYmg a e Total numbe
(PER) of 15 on an Earnings Per ghar® (EPS) °
of outstanding shares are 2,00,000- listed company
. L) an un iste
BL : . t. Ltd (SP
is proposing to acquire Small Vf 5 shares of SPL 4 shares’of BL
00. SPL will be

i.e. fOr
fSPL are 50,0

by issuing shares in the ratio 4:5
nares ©

will be issued. The outstanding S

listed before the actual merger to

~merged entity will be 5.5,

er information is available

required t0 calculate &’b

ger EPS of SPL. \&(}\(\
e

et P@Q‘per Share of SP

No oth for SPL- {:}0&
You are
(1) Pre-mer

Mark L at the time of listing, if
a PE&&&IO and, . » '
fBL to be issued to SPL if pre-merger EPS of

(i) Expected
it expects

(iii) Number of shares 0
BL is to be maintained.

in two portfolios A and B

i
with

g to invest 710,000/
hree securities each

An Investor i proposin

(b)
in the ratio of 3.2. The Portfolios have t
following weights : |
— - —T1 1
Wx Wy Wz :

/__///

Portfolio A 0.30 0.25 0.45

.
PortfolioB | 0.20 0.45 0.35
SIM
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(11)
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You are required to

(i) Calculate the weight of each stock,

- d to
(ii) Calculate the amount allocate@ 1o B a4 .
if half of th
e funds are

allocated to security X.

“The commodity characteristic appr0ach defineg feasible co d

‘ i ' mmodities

for derivatives trading based O an extensive {ist of ired
| ’ . - require

commodity attributes.” What are the r€quired attrihytes 2

OR
Index Funds is one of the Special Funds. What are other funds in
Special Funds category ? C)O 4
_®®
<&
>
9
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