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BUSINESS ADMINISTRATION
Risk Managément and Derivatives
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. Time:3 Hours . “ Maximum Marks : 70

L]

Instructions to Candidates: |
| Answers should be written in English only. .

SECTION-A

Answer any Five questions. Each question carries T‘wo'marks.
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1. a  Define the term derivatives. Lt NS “~
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What is systematic risk? /% ¢ 9 N
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e. . Whatis Arbitration? : : R 3

f.”  Whatare options? :
g, Whatisput- call'parity?‘ '
| ' SECTION-B
Answer any Three questions. Each questibn carries Five marks.
2. State the characteristics of futuré contract.

Briefly explain the various types of speculators in the stock exchange.

4. Differentiate between call and put options.
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g in two projects X and Y. You are required to adv1ce

Project X

Cost of the project cash inflow p.a (forecast for Syears)

Optimistic
Most likely

Pessimistic

1,80,000
1,20,000
75,000
60,000

from the following information.

Project Y

1,80,000
90,000
90,000
30,00‘0‘

The cut off rate of the project is 10% (P.V of Annuity for 5 years @ 10% is 3.791).

SECTION C

Answer any Three questions. Each questlon carries Fifteen marks. (3><15=45)

What is Risk? Explain the various classfication of risk.

What is meant by speculation? Explain the concept of Hedging, Speculation nad Arbitrage.

Explain the various types of options.

From the following information, determine the prOJect wh1ch is more rlsky on the basic of

standard deviation and also calculate co-efﬁc1ent of variation.

Prol_ect A
Cashflow (Rs.) ~ Probabilities
2000 0.1
4000 03
6000 | 0.2
8000 0.2
10000 0.2

Cash Flow (Rs.)
2000

4000

6000

8000

10000

Project B
Probabilities
' 0.1
0.2
| 0.4
| 0.2
0.1
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BUSINESS ADMINISTRATION
Risk Management And Derivatives
(CBCS Schemé (F+R))
Paper : F.N : 6.5 (Elective)

Time : 3 Hours : , Maximum Marks : 70
Instructions to Candidates :

‘Answers should be written in Enghsh only.

SECTION -A
- Answer any FIVE questions. Each questi(;n carries 2 marks. (5x2=10)
1. a) . Define Unsystematic risk.
b) Define the term derivatives.
¢)  Whatis Initial Margin in ﬁture’s Contract?
d)  Define Put option. |
e) Whatis Contango?
f) Givethe Meaning of European option.
g) Givethe Meaning df Lot -size in derivative Contract.
SECTION-B :
Answer any THREE questions. Each question carries 5 marks. ' (3x5=15)
2. State the Characteristics of Derivatives.
3. Bring out the differences betwéen forwards and futures.
4.  Explain Covered call strategy;
S. . Nisarga Co. Ltd. is Considering two mutually exclusive projects “A” and “B”. You are

required to advise about the acceptability of the Project from the following information.
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Cost of the Project

rs
ow for 5 Yea W

Annual expected Cash infl
— Project A s,
Optimistic 30,000 | 20,000
Most Likely 20,000 2000
LPessimistic 15,000 -7 |

The Cut off rate of the Company is 15%

The Present Value factors of Anpuity for 5 years @ 5% are -

| Year P.V.factor
1 0.8696
2 0.7561
3 - 0.6575 |
4 ~0.5718
5 0.4972 '
SECTION-C _
Answ¢r any THREE questions. Each question carries 15 marks. (3x15=45)

6.  WhatisRisk ? Explain the classification of risk.

7. DhruvaCo.Ltd is Considering purchase of N .
e .
 available each costing Rs.1,00,000/- W Machinery. Two altematives are

The following cash inflows are expected

Year Alternative 1(Rs.) W\/ez(l{s)l
] | 40,000 150000
5 | 35,000 40,000

3 25,000 '30’00'0

7 20,000 30000

-\-‘
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Company has a target return on Capital of 10% , Calculate risk adjusted net present value of

rcturns if risk Premium rates for altern

ative 1 is 2% and risk adjusted premium rate for

alternative 2 is 8%. Which alternative investment should be preferred.

PV. at12% P.V.at 18%
0.893 0.847
0.797 0.718
0.712 0.609
0.636 0.516

8. Explain in detail Forward and future Contract.

9.  Explain Protective put Strategy and Covered call strategy.
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