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PORTFOLIO MANAGEMENT
Paper—-MC—405
[Maximum Marks : 80

Note : Attempt five questions in all, Question No. 1 is

1.

compulsory. Attempt remaining four questions, out
of remaining seven questions carrying 14 marks each.
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Compulsory Question ( 3tfFard wo=)
Attempt the following Questions : 6x4=24
frefafad gei 1 sw <

(a) Differentiate between Traditional portfolio and Modern
portfolio management.

URO TR R Nyt diewiferEl geeE W&
9 3@ T Hifeg)

(b) Show difference between CML and CMT.
dTer iR deadt & o= SR fEmu)

(c) Describe Trading mechanism in futures market.
A R H MR A T dUH it

(d) Define the terms : Strike price, Spot price, Exercise
price, European call and payoff of a protective put.
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(e) How will you make Fama decomposition of portfolio
performance?

MM UCHITAA TS 1 HE e ¥ wUl?

(f) Give an example for Jensen’s theory of portfolio
performance evaluation.

S % dewiferEl YeE gedied & fagid & fau
T 33T I

Define the term Optimum Portfolio and Efficient portfolio.
Describe how you will assess the impact of practical
issues in portfolio construction, such as determination of
risk aversion, incorporation of specific risk aversion, and
proper alpha coverage. 14

T2qd TGl 3R H3Tel WEwiferat wss 1 gftenfoa
Hifeu o Hifse for o9 gdwifas faor o saeefs
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Explain how CAPM model is used to determine portfolio
return and risk. Also explain how CAPM is useful in
understanding overpriced and underpriced securities. 14

Fam Tk aewifae fed ok wifem fuifa =@ =
fou diuditg wied &1 SqAm &4 fH@ S 21 U8
off wdreu fo dudiun sifus wigd gl 3 w9 SiHd
areft wfagfaal w1 wHem W &9 swEnh 2

Assume the share of Bajaj has an expected return of
10% and beta =1. The share of Hero is expected to return

14% with a beta of 1.5. The market’s expected return is
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10% and r; = 5%. According to the CAPM, which stock
is a better buy? What is the alpha of each stock? Plot the
SML of both the stocks and show the alpha of each on
the graph. 14

oA o f a9s ® IE W 10% w1 emufaa fed @
A e = 1 21 AN H OWW 15 B W B W
14% fied 1 3ot 81 9NR &1 ofifard fed 10% 3R
r,= 5% ¥ CAPM & STIUR, &M W Wi® THET
SR o7 UH Wik h oIeHl F B2 Sl Wiw &
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5. Elaborate how portfolio return and risk are determined
by Markowitz model. Explain the statistical method used
by Markowitz to reduce risk. 14

faer ¥ @ae fe Amnifaes Afed g/ dewifaal e
AN Sifem +9 fuifiad feu S @) Sifew =t =9
G & fau Ameeifaes gR1 99 Aifeasia 9gfd &l
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6. From the following information calculate (a) Sharpe ratio,
(b) Treynor ratio and (c) Jensen ratio. Assume risk free
return = 6 % and Market Return = 10 %. 14

frafafea S @ (7) W ega, () TER s
AR (H) WA ey &t MU ki
Sifem g6 Red = 6% @R wehe fed = 10% @
wifsT)

Portfolio-A Portfolio-B  Portfolio-C Portfolio-D

Beta 1.20 0.7 1.6 1.4
Return(%) 15.0 12.0 20.0 18.0
Standard 20.0 17.5 26.3 243
Dev. (%)
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7.  What is the need for portfolio revision? Explain different
strategies that may be adopted for portfolio revision. Also
explain with illustration °> Constant Value Rupee Plan™.
Do you think the Formula Plans are adequate methods to
revise portfolios? 14
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8. Answer the following questions : 14
fafafed ool & I I
(a) What factors affect option prices?

% U SN fashed &I HiHdl i JUlEd w22
(b) How to use the Black-Scholes model?
SAh-ChHIcH Afed 1 STANT hy hHi?

(c) What does the Black-Scholes equation tell you and
how accurate is this model?

Ih-Ghied  GHIHIUT TRl N addl € 3R T@
Higel fham Wl €2

(d) Differentiate Black-Scholes model with Binomial
option pricing model.

=ik -Thicd Hied # fgus faswey gea fufor diea
Y ST il
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