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II S€mester M.Com. Examination, M'y/June ' 2018

(Scheme:cBCS)
coMMpRCE

Capital Market Instruments (HC Paper)

Tine : 3 HotrB Mtr, Msrk : 70

PART:A

Alswer ey fivc of tle followins Esch question canies five mdks [s x5=251

Wtat are the unique features ofequitv shde as a capital market instumentt

What ,re the pre@quisfts fo. issuingADRs bv a compdy?

Explain lhe princiPal metits ofETTs

whal are derivatives? Enl$t difrercnt b?es ofderivativest?ded todav

Distingu;sh beiween a tutures contract and m options cont'act

\4ra1 is s n ht€rest rate swaP? IllustEte witb a suitabLe examPle'

A company is Plming to sell Zero CouPon Bonds wilh a face value ofeach

bond b€ins Rs 10,000 and natures rn 4 yeds fiom now It cm be sold al a

discout o] 39lo Aliernarivelv the comPev cm issue 12% couPon bonds

wilh same face value dd maturitv Civen the vield on the couPon bond as

I I 2% which altemative is bettet for the comPanv?

A comodity is curredtly selling in the sPot market at aprice ofRs 3400/q

What is its iheoretical farr tutures Price ' given that risk Ilee rale is 8%

(conlinuously conpounded) and cost of ca.ry is Rs.l10/q and T= 4 monlhs
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Arswer any three qu€stions. Each qu€stior carries tcn nark,

EAB}C
14. Case study (Compulsory)

9. Discuss the factors that contlihted for the g.owth ofdelivatives markets-

10. wllat de 'ftturEs"? Explain theirEerits dd limitltions.

I L What N options? How de they diff@t frorn futrcs?

12. PPM Ltd. Stafted tunctioning bst May 2017. The face vahe ofcornpany's
stock is Rs 10. It declared 80% dividend for the curent year. The Company
pld a stsble dividend payout polcy with ! payout mtio of 50%. Tle retum
on investment ofthe company will be at 14 % per annum in filst four yeds.
Thereaften it is expected 10 be constant at I 0% per smum. The Mket requires
a I I % retum on the compoy's stoclc at is the pesent valu€ of siock?

13. A put option on JP stock on NSE at cun€nlly traded for a plemium ofRs. 145
(Strike pricFK=Rs.3100). Tlle put options expire in 2 modhs fiom now If
the Llrcorelic€l pric€ rang€ of JP stock is Rs. 0, 400, 800, ... !o Ls.5000, wh6t
is the payoffp.ofile for the Eiter dd holdd of this put opLion? Whal is the
BEP for the writer ad holder?DFwaschematic diagam showingtheresults.
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[3\t0=]01

lt x rs= rsl
A dealer in raw cofiee is plmins to sell 3E0 bass ofmw coffee;n the last
week o fJure but concemed about the possible fall in raw coffee pnces in the
coming nonths . Accordinsly he plds to hedse price.isk by hkiDs up June
coffee tutures conlEcts.

A coopeEtive coff@ cuingmill plans to buy 620 bags ofrEw cotree h June
but is concemed about th€ possible r;se in price of.a* co tfee in the market . lt
has decided !o trade June cotree tutures for hedgins price risk.

HedsiDs policy ofrhe Desler ard the Mill is to close rie tutures contract a
couple ofdays ahead of ils expiry ed sellAuy mw coffee ;n the spot mdkel
June coffee turures ar€ traded today (i.e. l5 d March) on an exchanse at a price
ofFr. 7,000 per bag. The sire oferch tutures conhact on the exchange is I 00
tore Th€ naryin non€y rcqujred to be deposited is l2 oflotal va lue of tutures

Suppose the cotree price fell 1o F.s.5500,6as a. the lune of e iry ofJune
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au€slions:

. a)' Whstposltionthederlern'ilbebkinginthetuturesnerket?Aowmuy
coDts4ts he rc€ds to hke? How nuch nargin Don€y h€ has to d€posit
vitb the cle$ing houle.

b) What is tho profit noss on tutllles contract for the del€r? Is the dealer
b€nefitted by taking fiitures conrnct?

c) whsr positioo the Mll will b€ cakirg in the firu.r€s rnorker? How many
conia.ts the lvfll de€ds io take? How much nargil trlmey it has to
deposit wi$ the cle€riDg housa?

- d) What is the Plofit,4ors on futu€s conead for the Mill.

. e) Is lhe frtures mntract an ideal hedsiDg instument for rhe Mill? If not,
justiry youl answer.
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