ICWAI Final CC answers

CAPITAL MARKET 

Test paper -1

1. a)  Institute material pg 27

            b) Expected return of the portfolio

	Security
	Weight (W)
	Return (R) 
	W x R

	Company X
	0.3
	15
	4.5

	Company Y
	0.7
	12
	8.4

	Expected return
	12.9


  2. a) i) Let the period of investment be “P”

Required pretax income is 



16,00,000 * 4% = Rs 64000



16,00,000 * 8/100 * P/12 – 40000  = 64000



P = 9.754 months


ii) Break even 



(1600000 * 8/100 * P/12) - 40000  = 0



P = 3.75 months

   2 b) Pg 72
   4 a) Pg 256

   4. b) Let earnings of Mr. Raman be R1

 
Mutual fund earnings be R2 
              R2 =
R1                   +     Recurring expense (%)

                          1 – Initial expenses (%)

                                    0.16                      +  1.5%

                        
(1 -  0.055)

            Mutual fund should earn 18.43 % to equal Raman’s earnings of 16%
TEST PAPER 2

Q1 a)  Institute material pg 27

Q1. b)  √ (0.5)^2  (0.6)^2 +  (0.5)^2 (0.4)^2 + (2 * 0.5 * 0.5 * 0.6 * 0.4 * 0.25 )

√0.09 + 0.3 +0.4


√0.16


= 0.4

Q2 a) Pg 109
Q2 b) 


C = SN (d1) – X e ^ (-r (T-t)) N (d2)


d1 = ln (S/X) + (r + (S.D^2) / 2) (T-t) / (S.D √T – t)


d2 = ln (S/X) + (r - (S.D^2) / 2) (T-t) / (S.D √T – t)

T-t = 120/365 = 0.329

Simple interest should be converted into continuously compounded interest



r = ln (1.06)



= 0.0583 


D1 = ln ( 80/85) + ( 0.0583 + 0.5 * 0.3 ^2 ) (0.329)   



                 0.3 * 0.329^5 

     =  - 0.155


D1 = ln ( 80/85) + ( 0.0583 - 0.5 * 0.3 ^2 ) (0.329)   



                 0.3 * 0.329^5 


     = - 0.327


Nd1 = N(-0.155) =  0.438


Nd2 = N(- 0.327) = 0.372


C = 80 * 0.438 * e ^ (- 0.0583*0.329) * 0.372


    = 4.03

Q 4 
 a) Pg 44

 b) Pg 22

 d) Pg 39

if you have any doubt in this cc paper then mail me at dineshvanan.1989@gmail.com
