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M.B.A. Scmester-Mxamination

SECURITY ANAI-YSIS AND PORTFOLIO MANAGEMENT

PaPer-MBAI'tl02lCGF

Time : Three lloursl fMaximum Marks : 70

Note :- (1) Attempt ALL questions.

(2) !igures to the right indicate marks.

(3) Arlrluity tables showing future and present values and scientific calculator

is permittcd.

SECTION_A

l. (a) Bricly describe thc essence olfundamental and tcchnical analysis. Would ]ou advise an

investor to Lrse technical analysis as the only basis for investment decisions ? 14

OR

(b) Whal is company analysis ? lxplain holv financial ratios can be used 10 determinc the

strengths and weakness ofa company. 14

SEC'TION-B

2. (a) Explain the problem involved inthe porttblio selection process. 7

(b) Ms. Shiela is pla.rning her ponlblio. She is taking both high risk, high retum as rvell as plans

to put 70 % in high risk as i! promises high renrrn only 30 9t, in Iow risk govcdrmen!

securities. The cxpected retum on securities is 15 % in high risk and only 5 % in lou,risk

securities. The standard deviations (risk) ofrisky investments is (7 %). Find out risk and

retum ofthe ponfolio. 7

OR

(c) \lhat is comer portfolio ? Why are comer po(folios important for identirying the composition

ofeflicient sel ? 7
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(d) lvlr. Ro) has a portfolio \1ith an c\pecled return of 20 9'o and slandard de\ iations of 25 9/0.

He purchases another portfolio B which has an expectcd retum of l5 96 and slandard

deviations of 18 %. The market valucs ofthe tlvo portfolios are in the ratio of2:3. Find

erpected return and slandard deviation ofthe correlation co-elficient of0-7. 7

3. (a) DiscLrss the process and principlcs employed in sening up the income portfolio. 7

(b) Wilh risk-liee rate of 10 9i,, and with thl] market pontblio having an expected relurn of
20 9,'o Nilh standard deviation of 8 9/o. rvhat is the Sharpe indcx for portfolio X with mean

of 11 9i, and standard deviation of l8 % and for ponfolio Y, having a retum rl1 20 9/o and

standarcl deviation of l6 9i, ? \\buld you rather be in lhe markcr ponfolio or onc ofthe other

1$'o portfolios ? 7

OR

(c) \\'hat faclors necessitate portlblio rerision ? 7

(d) \4r. Anand is having units in mutual iund for the past threc -,-ears- He \4anls 1(] evaluat. its

performance by comparing it to the market.

Fund ilIarket

Retum 70.60 41.40

Standard Deviation .11 .3 I 19.44

l{isk irec rate 12 % 12 %

P (Beta) l.i2 I

Find out Sharpe and Trevnor indices. Comrnent. '7

SECTION-C

4. (a) What is rhe role of SEBI in regulating the nelv issue markct primar) markct ? 7

(b) 'Stock market indices arc the baromelers ofthe stock mrrket . Discuss. 7

OR

(c) Dcscribe the difiercnl kind:j {)1'rrading activities that take place in Stock Exchange 7

(d) Analyse the role ofnew issue market in linancing companies. j
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5

SECTIO\-D

Consider a portlolio olfour scouritics with thc lollowing characteristics :

Securill $'eighting a(alpha) p(tseta) Residual variance lo.)

2

4

0.2

0.3

0.1

0.4

2.0

1.'1

0.8

t.2

1.2

0.8

t.6

t.3

320

,+50

270

180

Calculatc the rctum and risk ofthe portfolio, under single index model, iflhe retum on market

index is 16.4 per cent and the standard deviation ofretum ofmarkel index is 1,1 pcr cent.
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