[image: C:\Documents and Settings\Administrator\Desktop\scan0001.jpg]
[image: C:\Documents and Settings\Administrator\Desktop\scan0002.jpg]

[image: C:\Documents and Settings\Administrator\Desktop\scan0003.jpg]
image1.jpeg
Registration No. :

Total number of printed pages — 3 MBA

MBA 403B
Fourth Semester Examination — 2012
DERIVATIVES AND RISK MANAGEMENT
Full Marks —70

Time : 3 Hours

Answer Question No. 1 and 2 are compulsory and any four from the rest.

The figures in the right-hand margin indicate marks.

1. Answer the following questions : 2x10

(a)
(b)

(d)
(e)
()

(9)

What is Basis ?

Mention the underlying asset in the following derivatives :
(i) Interest Rate Swap

(i) Currency Swap

(iii) Commodity Swap

(iv) Equity Swap

State the types of Derivatives.

Who are hedgers ? :

Explain Initial margin and Maintenance Margin.

On 1 November, SBl is trading at Rs2300. An investor is bearish on
the company because of the earnings of last quarter and sells SBI
futures at Rs. 2325. He buys back SBI futures at Rs. 2300. What is the
profit/ loss for the investor if 1 lot of SBI is 250 shares ?

Explain with example, a counterparty risk.
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(h) An investor buys a 4 lots of TATASTEEL futures at Rs 545 each and sells
it at Rs 447 each. If one contract is 764 shares, what is the profit/loss

in the transaction ?

(i) Aninvestor is long 2 contracts of NIFTY Futures purchased at Rs. 5035
each. The next morning a scam is disclosed of a large company because
of which markets sell off and NIFTY Futures goes down to Rs. 4855.

What is the mark-to-market for the investor ?
() What are the types of settlement in case of Derivatives Contract?

2. Consider the following information with regard to a Call option on the stock

of AB Corporation.

Current Share Price Rs 67
Exercise Price Rs 65
Time Period 3 months
Standard Deviation 0.6

Risk free Rate 8%

Compute the value of Call Option using Black-Scholes Model. Also,
compute the value of put. Given : %% = 0.9802, e®* = 1.030, log
1.0308 = 0.02956, z table value of 0.3152 and 0.0152 is 0.1217 and

0.0080 respectively. 10

3. Explain Forward and Futures Contracts. State the difference between the two.
10

4.  Write short notes on any two : 5%2

(i) Mark-to-market Margin
(i) Advantages of Futures Trading
(iii) Types of Swaps

(iv) Commodity Derivatives

MBA 403B 2 Contd.




image3.jpeg
5. Compute theoretical futures price for the following shares : 10

Securities P Ltd Q Ltd
Spot Price Rs 4500 Rs 350
Dividend expected Rs 50 Rs 20
Dividend Receivable in 2 months 3 months
6 Months Futures price Rs. 4650 Rs 360

Assume a risk free rate of 9% p.a. What should be the action to benefit from
the contract ?
(Given €%%15 = 1.01511, %9225 = 1,022755, €%94° = 1.04603, €% =1.030).
6. Define an Option. Explain the following terms in relation toan option.  2.5x4
(a) Call Option
(b) Strike Price
(c) Option Premium
(d) In-the-money Option.
7. Mr. Ram is speculating on WIPRO, currently trading at Rs 850. He is holding
one share of WIPRO. 3 months short futures on Wipro is Rs 840, while a
put option at Rs 842 is also available at premium of Rs 3. What should

Mr. Ram do ? (Ignore Margin requirements). Discuss taking three situations
of market prices being Rs. 830, Rs. 839 and Rs. 855. 10

8. What do you mean by Derivatives ? Explain the factors contributing to the

growth of derivatives. Also, state the functions of Derivative markets. 10
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