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                  Maximum Marks: 100

Attempt all the questions. 

SECTION-A (25 marks for each question)

1. 
a) 
Explain the steps involved in Book Building Process?



       [12]

  
b)           Explain the various types of orders involved in Trading System in Stock Exchanges. 
       
[13]
2. 
Jaya Ltd. Has a 14 percent debenture with a face value of Rs 100 that matures at par in 15 years. The debenture is callable in five years at Rs.114. It currently sells for Rs.105. Calculate each of the following for this debenture

a. 
Current Yield

b. 
Yield to Call

c. 
Yield to Maturity






          [5+10+10]
Section-B 
Case Study (50 Marks)

Jensen Works it out for Helios

Helios Group, having its base in Chicago, USA and London, UK, was a client of Jensen Technologies LLC which provided high quality financial services custom software to the former. Helios Group was interested in adding more functionality and features to their existing trading platform, as well as expanding its connectivity options. Moreover, Helios needed someone to continuously improve the performance of the system without sacrificing quality or affordability.

Jensen Technologies developed several applications for the client's customized futures and options trading platform. This trading system was designed to execute trades across a variety of options and futures exchanges, worldwide, in real time. The company developed a wide variety of applications including a front-end trader's GUI for the Quote Application that allows a trader to see the list of current quote requests sorted by exchange. It also provides estimated quote values based on theoretical values and other parameters.

Case Questions:

a. 
Do you think that the Helios was adding more functionality and features to their existing trading portfolio? Why/why not?
b. 
Do you justify the solution given by Jensen? Why/why not?
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                  Maximum Marks: 100

Attempt all the questions. 

SECTION-A (25 marks for each question)

1. 
a) 
Explain the basic principles and hypothesis of Dow Theory?    


         [5]





b) 
Describe the important market indicators that are useful in studying the trend of the market?
                                                      




       [20]










2. 
a) 
Illustrate   with   suitable   examples, how   security   return and risk are estimated under 
Single Index Model?         






       [10]

b)  
The risk-free rate is 6 per cent and the expected rate of return on the market portfolio is 16 per cent, with a standard deviation of 8 per cent. An aggressive investor is keen to earn 20 per cent return. Is it possible for a rational investor to achieve the target return? How? Explain the nature of risk-return trade-off for him and verify results.         [5+5+5]
Section-B 
Case Study (50 Marks)

Market Efficiency: Implications

Economist Dick Thaler In an August, FT opinion said quite nice things about "The Myth of the Rational Market." In it, he makes the case that the efficient market hypothesis consists of two main ideas, "No Free Lunch" and "The Price is Right," that have met very different fates over the past decade or so. After running through the history, he concludes: What lessons should we draw from this? On the free lunch component there are two. The first is that many investments have risks that are more correlated than they appear. The second is that high returns based on high leverage may be a mirage. ... On the price is

right, if we include the earlier bubble in Japanese real estate, we have now had three enormous price distortions in recent memory. They led to misallocations of resources measured in the trillions and, in the latest bubble, a global credit meltdown. If asset prices could be relied upon to always be "right", then these bubbles would not occur. But they have, so what are we to do?

While imperfect, financial markets are still the best way to allocate capital. Even so, knowing that prices can be wrong suggests that governments could usefully adopt automatic stabilising activity, such as linking the down-payment for mortgages to a measure of real estate frothiness or ensuring that bank reserve requirements are set dynamically according to market conditions. After all, the market price is not always right.

Case Questions:

a. 
Do you agree with Thaler's Ideas? Why/why not?

b. 
Do you think that financial markets are still the best way to allocate capital. Why/why not?

