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IV Semester M.B.A. Degree Examination, July 2017

(CBCS)
MANAGEMENT
.« 4.2.1 : Investment Analysis and Management
Thivr 1 3 Hours Max. Marks - 70

Instruction : Answer all the Sections.
SECTION - A
Answar any five af ihe following questions. Each quastion canies five marks.  (5x5=25)
1. Whatis ‘Investmant’ 7 Haw is it differant from Speculation and Gambiling ?
2. Brielly explain Dow theory,
3. Distinguish between CML and SML as per CAPM,

4 The estimated factor sensitivities of TEC fo the five macre-economic factoms
fre given In the tabla below. The table gives the market risk premilim to each
ol thess ficlors.

B B Factory Sensitivity | Risk Premium (%)
Confidance Risk 026 2.59
Time horizon Risk 0.30 ~0.66
Inflation Risk -0.45 —4.32
Business-cycio Risk 160 149
Markettiing Pigk | 080 | ast

Usa the AFT model to calculala the requirsd rate of retum for TEC using fhese
psitrratas. The treasury bill rate 18 4.1 per cent.

P.T.O.
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5 A stock costing Rs. mnpwsnn-mmmmmﬂﬁspmmmw.ﬂw
WWMﬁqud-mmﬂmwm.pwmm;

“price | _Probablities
180 0.2
1580 01
160 0.1
165 0.3
175 0.
1 180 | 02 J
You are required 1o :

i) Gumnhlt'mlixpadﬂdﬂnmm
) cmﬂmmmmmiiun-dwm
B. A;mmmw.ﬁ,mmuﬂmi-mwdmnmmmmmuﬂa
iuﬁﬂa.mﬁgnpemdmnmnhrhursmnhnm-madwmmir
expectad betas.
Stock

Aeturn B
Hindustan Zinc AT.0% 13
Asinn Paints 14.5% 0.8
Marull Udyog Lad.,  15.5% 1.4
Purvl Electronics 18.0% 1.7

mmmﬂ.mﬂawim.wwhmhmumm and which are
undervalued 7 ASsume assurnptions of GAPM hold tue.
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SECTION ~ B

Answer any three questions. Each question camias ton marks | {3x10=30)

B Explain in detall, the process for making and managing Investments.

g Explain in datall e concept of ‘Efficlent Markat Hypothesis' On what basis
imﬂmdlﬁamlmwamdnnwlnnmmamkhﬂl#hd?

10, ‘The common stocks ol Bajaj and TVS have expecte mturns of 15% and 20%
respectively, while the standard deviations are 20% and 40%. The axpetted
comalition co-elticient betwean 1 two stocks 8 0.36. Wha Is this expected
mummmummmmmammmmulmm-
Bataj and mws?qumwsmmwwmmmmmw
ditmetion should the camslation co-aflicient move 1o biing thia portfollo tisk sill

lowar ?

1 MLSuﬂhlsnpneMMmmmpmﬁnﬂu.MmlﬂcﬂMmimm
mmmitmehelE.ﬂ%lmma-rﬂlmmmmmmrﬁH_ﬂﬂmmd
12%Tmﬂﬂt~ﬂmmﬁnfmium_lsﬁﬁ.1hlmmmmﬂﬁuamum
review, Find out the optimum partfolio.

r——

] Company | © B _ i
A T are 089 | 935

s | oe | e | se |
¢ | oa | oss | 87
D - 1.21 538

| | o022 | 1
| E 045 | 075 A 5%

SECTION-C

12. Compulsory Question -
Case Study . (1x15=15)
vau have recantly gradualed A% a major in finance and have bean hired as &
financinl planner by Radian Samirties, a financial services company. Y aur
hoss has assigned you the task ol investing Fs. 1,000,000 for & ofient who had
u §-year imastment horizon, You htve been askad to consider only the fallowing
investmant allematives - T-bills, stock A, stock B, stock G and mathel index
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The economics cell of Radiant Securities has developed the probability
distribbtion tor the state of ihe economy and the equity ressarchers of Radiant
Securities have estimated the rales of retum under each gtale of the cconomy.
You have gathared the following infarmation from them |

Aotums an Allemative investments

“Stato of the | Probabillty | T-8ils | Stock A |Stock 8 | Stock C | Market
Economy Portiolio
Rocession| 02 | 80%| (150%)| 30.0% | (5.0%) | (10.0%)

« Notmal o5 | 60 | 200 | 50 |50 | 180

« Bodm o3 | 80 | 400 | (150) | 250 | 200

Y&urcﬁuﬂ-iﬁmmmmﬁwmuhu heard & lot retating o portfolio theory

and assat pricing theory- He requests you 1o answer thi following questions -

a) What is the expected mtum and the standard deviation ol retum for slocks A B,
C and the marke! portfolio 7

b} Whiat ls the covarlance betwaen the retums on A and B 7 Retums on Aand € 7

¢) What t& the coetlicient of comelation batween the retums on A and B7
Aatums on Aand C 7

d) What Is the expoctsd return and standard deviation an a portfalio in which

gtacks A and B are equally welghled ? In which the weights assigned 1o
stocks A, B and G ars 0.4, 0.4, and 0.2 respectivaly ?
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IV Semester M.B.A. Degree Examination, July 2016

(CBCS)
MANAGEMENT
Paper — 4.2.1 ; Investment Analysis and Management
Tima : 3 Hours: Max: Marka 1 70
SECTION—A
Answer any five guestions. Each guastion caries five marks : (6x5=25)

1. Distinguish batween Invesiments and speculation.
2. What is efficient market hypothesis 7
3. Discuss vanous types of risk with exarmipls.

4, Sekhar has a portlolio ol live stocks with the lollowing expected market value
an rellirms.

Stocks | Market value | Return
A 20,000 10%
B 25,000 18%
C 30.000 15%
D 100000 | 12%
E 1,000 B%
1.78,000
Datermine their expactad rmetm.

rT.O
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6 Mr Arunan received a bonus of Rs. 50,000 from his company. He wants o
imeast thie money in two stocks, Alter a careful study of the stodks market he
selected Rock and Reed Comportons The expected etum in FRock(S) is 14 perent
and standard deviation of retum is 22 percant. The return from the Read Comp(G)
is alightly highar baing 18 parcent and &t the same time the standarnd deviation of
retum ig also highar being 25 parcent. The coralation cosfficient batween tham
18 0.5. Holp him to build a minimum rigk portfolio.

6. The X/7¥ Company stock's raturn dapands heavily on tha rmarket raturn, tha
bata being 1.4, tha risk froo rate of returm s 8 pactant and tho Markel raluen s
15 parcant.
a) Determing the expested ratum for XY stek.
b). What happans (o expeated raturm, if Ihe market retumn increasss o
20 peroent ? §
c) What happens to the retum It bata fills to .20 whilid the olher inputs ramiin
the same 7

7. Describe the CAPM model, Give the significance of SML and CML

SECTION-B
Answer any three fuestions. Each question cames ton marks : {3x10=30)
8. Expiagin the Markowilz model of portfolio analysis and salection,
8 Distinguish batwaen Fundamental analysis and Technical analysis

10. SunFise Company maniges two mutual funds. The funds are Index Fund and
Equity Fund. The dala below pravide the key statistical informutitn.

Return per cent | Risk | Beta | r
Equity Fund 19 18 148 | 80
Index Fund 13 16 | 1.08 | 88
Mariet 14 10 1.0 I.Uf;
R, 3

a) ‘Acoording to Jensen method which fund performa woll.
by In your opinian, which fund condisls more of systematic risk
¢) What Is the meaning of alpha in Jansen method ?



A

11, Dautormine the relationshilp between asaets R and S raturn with the followirg

=+

data
Fmbahﬂh' of Annual .HHI.IHH.{
0.2 -8 -9
04 12 -4
03 -6 10
0.1 49 -1
SECTION-C

Cose study

12, A portlalio manager has got the fnllowing infarmation aboul several stocks. He
has to bulld a optimum partfollo for his clignt without short sales

Securlty | Expected retum | 8 |al,
A 22 1.0 | 35
i 20 25|30
c 14 16|26
#] 18 1.0 | BO
E 16 0.8 |20
F 12 1210
G 19 1.8 |25
H 17 2.6 | 30

The marke! index vanance is 12/ parcent and the risk freo rake of return s

7 patcant.




