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NOTE: 
Q.1 is compulsory, attempt any four questions from the remaining. All questions carry equal marks.  Phones and other Electronic Gadgets are not allowed.

Q1: Choose the correct from multiple choices
1.  What is a call? 

a) An option to sell stock at a specified price b) An option to buy stock at a specified price 

c) An option to sell stock on a specified date d) An option to buy stock on a specified date

2. Which of the following returns are appropriate for portfolio owners?
a) Actual diminishing returns  b) Dollar-weighted returns c) Time-weighted returns  d) Opportunity cost returns

3. All of the following are the problems associated to the Dividend Discount Model, EXCEPT:
a) This model need infinite stream of dividends  b) This model has uncertain dividend stream

c) This model must estimate future dividends  d)This model requires constant earnings per share

4.  Capital Market Line is firstly initiated by

a)  Mohsin  b)  Linter  c)  Markowitz   d)  William Sharpe
5.  A main difference among real and nominal interest proceeds is that

a)  real returns adjust for inflation and nominal returns do not  b)  real returns use actual cash flows and nominal use expected cash flows  c)   real interest adjusts for commissions and nominal returns do not  d)   real returns show highest possible return and nominal returns show lowest possible returns.

6. Which of the following involves shifting sector weights in the portfolio?

a) Associate rotation b) Sector rotation c) Audit rotation  d)  Corporate rotation

7. Which of the following is an investment which is spread across various sectors of the market to limit the exposure to any one sector to thus protect against loss?

a) Design portfolio  b) Modeling portfolio  c)  Architecture portfolio  d) Balanced portfolio

8. Which of the following stages of the industry life cycle offers the highest potential returns and greatest risk?

a) Pioneering stage b) Stabilization stage c) Declining stage d) Expansion stage

9. Which of the following are the instruments whose values depend on the value of other more basic underlying variables?

a) Contracts  b) Derivatives c) Agreements   d)  Indentures

10. Markowitz efficient hypothesis initiated in

a) 1958   b)  1959  c)  1961  d)  1960

11. A closed-end fund is a mutual fund in which shares issue just when fund is

a)  organized   b)   unorganized   c)  copied  d)  random behaviour showing

12. In which of the following cases will the buy decision be taken?

a)  Where the intrinsic value is greater than the current market price as the asset is undervalued

b)  Where the intrinsic value is lesser than the current market price as the asset is overvalued

c)  Where the intrinsic value is equivalent to the current market price as the asset is acquired

d)  Where the current market price has doubled from the intrinsic value as the asset is distributed

13. All of the following are the problems associated to the Dividend Discount Model, EXCEPT:

a) This model need infinite stream of dividends b)  This model has uncertain dividend stream

c) This model must estimate future dividends  d) This model requires constant earnings per share

14. Investments would grade uppermost with regard to protection is

a)  government bonds   b)  common stock   c)   preferred stock   d)   real estate

15. Markowitz model presumed generally investors are

a)  risk averse  b)  risk natural   c)   risk seekers   d)  risk moderate

16. Which of the following risks is also referred to as the non-diversifiable risk?

a) Nonsystematic risk  b) Systematic risk  c)  Financial risk  d)  Production risk
17. If a company decides to issue new securities, these should be issued in:

a) Primary market  b)Secondary market c)  Third market  d)  Fourth market

18. ABC Furniture has worth $51 million. What is the other term used for this?

a)  Book value  b)  Earnings per share  c)  Market value  d)  Cost per share

19. Which of the following is defined as the total market value of securities in an investment company’s portfolio divided by the number of investing company fund shares currently outstanding?

a) Discounted value  b) Present value  c) Future cash flow value  d) Net asset value

20. Which of the following pay a specified cash flow over a specific period?

a)  Fixed income Securities  b) Junk bonds  c)  Zero coupon bonds  d) Convertible bonds

Q2: 
What is an investment? Discuss different steps in the portfolio management process?(Marks 13)

Q3: 
Describe different types and features of shares. (Marks 13)

Q4: 
What are the assumptions of the capital asset pricing model? Explain. (Marks 13)

Q5: 
What is meant by direct and indirect investment and explain open ended fund and closed  

        
ended fund? (Marks 13)

Q6: 
What is Industry Life Cycle (ILC) and explain different stages of the ILC? (Marks 13)

Q7: 
Why P/E ratio is high when inflation and interest rate are low? (Marks 13)

Q8: 
Write Short Notes on any TWO of the following. (Marks 13)

1. Dow Theory

2. Kondratev Wave Theory

3. Chaos Theory 
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