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Instruction :  All questions are compulsory.

1. (a) Explain the term Financial Economics and Financial Transaction,
(b) Mr. Y deposit ¥ 1,000 now and then ¥ 2,000 a year from.now. How much will
_ Mr. Y have two years from now, if the interest rate is 10% per year ?
(¢) Write a short note on Financial Markets.
OR
(a) Discuss the relationship between Risk and Retum.
(b) Find the present value of ¥ 5,000 to be received in five years at 10%.

(c) Write a short note on Money Market Instruments.

4

Define the term volatility: Discuss the various types of risk and the ways to
‘ 7

measure the volatility.
OR

Define the term- Interest Rate and term structure of interest rates. Discuss the

various types of interest rates.
liquidity preference theory of rate of interest. 7

OR
es decided under loanable funds theory

(b) Discuss the Keynes
How are interest rat 2

3. (a)n Discuss the various forms of Efficient Market H ypothesis. _ 7
OR |
Explain the concept of purchasing power parity. ;
(b) State the Lemon’s problem. '
OR
d explain the law of one price.
P.T.O.

Define Arbitrage an
| ' 3
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Explain the concept of derivatives and differentiate between options and futures

(@)
OR
Define derivatives and explain sSWaps in detail,
(b) Write a short note on Black-Scholes Model.
OR :
Write a short note on CAPM.

Attempt all :
(1) Name the two types of options.

(2) Name any four financial instruments of Money Market.

3) deals with the new issue of shares.

(a) Secondary market (b) Forex market

(¢) Primary market - (d)

already issued shares are bought and sold.
Forex market

Exchange market

R P
(a) Secondary market (b)
(c¢) Primary market (d) | Exchange market

(5) The full form of OTCEI k
o -

professionally managed, in keeping with a predetermined investment objective.

(b) Mutual funds

(a) Financial group
(d) Primary fund

(c) Exchange funds
theory of interest rates relates the nominal interest rate i

(7)

inflation 7 and the “real” interest rate r.
(b) German equation

(a) Fisher equation
(d) Socrates equation

(c) Keynes equation

is the standard deviation of the
its historic price over a period of time.

(8)

financial instrument relative to
(a) Historic volatility
(c) [Expressed volatility

(b) Implied volatility
(d) Future volatility

(9) Define Fixed Exchange Rate

(10) Define Moral Hazard

allows a group of people to pool their money together and have it

14

to the rate of

change in price of a stock or other



