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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 examination.
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Note: All questions of Section-A are compulsory. Attempt
four questions from Section-B selecting one
question from each Unit. All questions carry equal
marks. '
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SECTION - A
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1. Write short notes on the following:
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(a)"What is the difference between passive an

portfolio management ?

. ‘ )

A ahrg AEARA sEe § T AT ! |
(b) at is an optimum portfolio and how 15 1t
determined ?
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( efine the term '‘Corner Portfolio’ in portfolio
c
/Elanagement.
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(d)/Define Arbitrage Pricing Theory (APT) in terms of

its core pricing mechanism.
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(e) State any rwo. differences between Sharpe and

Treynor ratios.

( efine the M2 performance measure and its -

purpOSE.
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(gf Explain the constant rupee strategy in portfolio

management.
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SECTION - B
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UNIT -1
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2/431'11 Diversification. Discuss its need and ‘
significant benefits. Illustrate how the correlation

coefficient impacts diversification effectiveness. 14
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3. An OF wants to choose any owe of the following

three options - 14

(a) investing entirely in security- A
(b) investing entirely in security- B

() investing 509 of the amount in security-A & 50%
in security- C

S

tock | Expected Return |Standard Deviation

A 10% 0.07

B 15% 0.09

C 0% 0.10 W

Correlation coefficient between the returns of security

A & C (YAB = 1.00). The investor does not want to bear
a higher risk than standard deviation of 0.09. You are

required to help the investor to choose best option.
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C 20% 0.10
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4. Consider a portfolio of four securities with the
following characteristics : 14
[_ 1
Security | Alpha | Beta Random error Variance. | Weight
2
O2i
A 2 1.2 320 2
B 1.7 0.8 450 3
C -0.8 | 1.6 270 d
D 1.2 __1_;5__ 180 4 _
P.T.O
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return ang risk of the portfolio under

single index ) . .
model, if {he return on markel index s
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Land the «pandard deviation of return on
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B 1.7 | 08 450
C -0.8.| 1.6 270 i
D 12 | 13 180
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Explain the Arbitrage Pricing Theory (APT) and its
advantages over CAPM.
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UNIT < i '
s - I 9. What is ‘
e Portfolio Style Analysis ? Detail the
ethodo
rety ogy and steps involved in conducting a -
eturns-Based Style Analysis. 14

6. Explain the concept and - objectives portfolio
evaluation. Discuss the different modecls ysed for ATRRD
measuring portfolio performance. 14 WA Ry F & ? Red-omERa e Frserr
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Explain the Sharpe's Performance Index (Sharpe

Ratio). Discuss its limitations and how it is interpreted

in evaluating fund managers. 14
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UNIT-IV

T ~ IV

. Explain the concept and imp

revision, including why investors need to revise their
14

portfolios regularly.
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