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Section A

Answer any five quastions.
Weight 1 each.

Define Bwapation,

. What are interest rate futures ?

What are the functions of DFHI 7

How do vou caleulate minimum value of a put option ?
What is making to market 7

What is exercize or Strilke price in option trading 7
What do you understand by LIBOR 7

® N e WM e

State the differenice between Primary market and Secondary market.
(5% 1=5)
Section B

Answer any five guestions.
Werght 2 sach.

4% What are exchange traded derivatives ?
10, Whal are SWAPS ? Describe the Common tvpes of SWAPS,
11. State the binomial option price model. What are its assumptions and limitations ?
12, Briefly explaio the vption Strategies for Speculubion,
13. Define stock index futures and what are its uzes ?

14. Derlvatives are effective Risk management tool, Comment on this statement.
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A six month gold fubure of eontract of 100 gm. Assume that the Spot price is Rs, 2,500 per gram
and that 1t cost Rs. 10 per gram for the siz monthly period and the cost is ineurred at theend of the

period. If the risk less interest rate 15 12 % p.a. compounded gontinuously. Caleulate the future

price.
A one vear long forward contract om & nen-dividend paying stock is enlered into when the stock

price is Ra. 420 and the risk free interest rate 18 10 % p.a. with continuous compounding. What

should be the forward price of the contraet 7 Bix months later the price of the stock is Rs, 450 and
the risk free interest rate is B %, What should be the forward price of the conlract ?
(5% 2=10)

Seclivn C

Answer any three guestions.

Werght 5 each.
Dezcribe the regulatory frame work of derivative trading in India,
Discuss various types of SWAPS and their features.

What do you mean by Options ? Explain the prospoctus of profit or less from option transaction

with suitable examples,

Current price of a stock is Rs, 90 pershare, The risk free rate of interest is 8 % annualised continuous
compounding, If the volatility of the stock is 23 % p.a. what is the prico of the Rs. 20 call option

expiring in 8 months according to Black and Scholar model ?

Current market price of the shares of A Ltd. 15 Rs. 100 and an option with sxercise price of Rs. 115
for a call option with 12 months to expiration, 1t is expected that spot price of these shares at the
end of three months [rom now might decline by 20 % of the eurrent spot price. If the risk free

intersst is 10 % p.a. find out the price of call option.

Explain the Components role and functions of Indian Financial Market.

(3 xb5=15)



