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.Before answering the questions, candidates
should ensure that they have been supplied
the correct and complete question paper. No
complaint in this regard will be entertained
- after the examination.

Note : Section A is compulsory. Attempt four
questions selecting at least one question’
from each unit from Section 'B. All

_questions carry equal marks. .
Section-A

1. Define the following terms :
(a) Arbitrageurs
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(b) 'Interest Rate RlSk‘

"(c) Cost of Carry

- (d) Hedge Ratio | o
" e) S'ystematVic‘RiSk' |

tf) .Eéuity SWap

() Call Option

‘{h) Put-Call Parity

Section-B v

UNIT-1

2. ‘What are derivatives ? Discuss 1ts growth-

and development in Indla in detail.

3. What are the different types of orders
" available to investors for trading in an

exchange. Discuss their suitability to
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7.

- 8.

What are the mam option trading
strategies ? Compare -a strangle with a
straddle using suitable example.

Unit-IV

Company P  and Company Q have ' equal

requirements for funds of Rs. 50 »Crore each. .
They have been offered the following debt rates

in the fixed and floating rate market for debt :
Fixed Rate |  Floating Rate

CompanyP | -10.00% | MIBOR+50bps

Company Q" 12.00% | MIBOR + 150 bps

P wants funds g»tba floating rate, while Q is

~ happy to raise funds on a fixed rate basis. A

9.

bank is willing to-act as mtermedlary with 20

“bps as its remuneration. Depict a swap
"sharing the gains equally and find out the

cost of funds for P and Q. What would be the

“saving in financing cost for each firm ?

What are the main applications of a swép
contract ? Why is swap intermediary
important in a swap contract ?
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