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COM4E01 : Security Analysis A Portfolio lvanagement
Time: 3 Hours lrjax. trlarks: 60

SFCTION A

Answer any four quesiions in this Seclion. Each questjon carries I mark for
Part A 3 marks for Pari B and 5 marks io. Parl C.

1. A) Detine lnveslrnent.
B) Whai are the objeclives ol lnvestmenl ?

C) How investrnent is d flereniiaied lrom specutarion ?

2 A) Whal is a Financial l,larkel ?

B) Dsllnguish between [,4oney i,4arket and Cap]ta Llarkel.
C) Who are the padicipanls in a Finarciat [,4arket ?

3 A) Deline the lerrn risk.

B) Wlrat s systemaiic risk ?
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4 A) Whal do you mean by Caplta Asset Pricrng i/ode ot Podfotioiheory ?
B) What are the ass!mplions of CAPI\4 ?

Cr Se.u iry D -d. a oera ol O./5 6hile secu l O hds a bera ol .15. C.l(-,ate
the expected return tor these securties lnder CAPI'I, assuming that the
rsk lree rate is 5 % and the expected retum of the markel is 14 %.

5 A) Deiine the lerrn Bond.

B) Expa n deiault risk and interesl rale sk associaied wiih bonds.

C) [,1r. Joh'r owns a Rs. 1,000 face value bond with 5 years io matudly. Tlre
bond makes annual lnleresl payment ot Bs.80. The bond is currenitypriced
at Rs. 960, Given, ihe market interest rate is l0 %. calcutate the intrinsic
value ol lhe bond P.V. faclor @ 10 % tor 5 year : 0.629 and P.V. annuity
1or 10 % discounl rale lor 5 years - 3.7908
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6. A) D-"1ne a Podfolio.

B) What s portlolio eva lalon ?

C) An nvesior own a podo io ihat ov€r lhe asl 5 years lras produced 16.8 %

ani!a ret!rn. our ng that time ihe porliolio prodlced a I 10 beta. Further,
lhe risk lree relurn and markel reiurn averaged 7 4 % and 15.2 % per year
resp€ctiveiy. Evaluate the pefomance ofthe podfolio us ng T.eynor
Raiio. Treynor Ratio lor markel index may be the benchmark lor evauaiion.
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SECTION B

Answerlhe to o!\, ng queslions. Each queslion carri€s 12 marks.

7. A) A share is cL.rtrently sel na lor Bs 65 The cornpany is expected to pay

a dividend oi Bs.2.50 on the share at the end oi the year. lt s re ably
estirnared rhai tlre share wil se lor Rs. 78 al lhe end ol Ihe year.

1) AssLrming thatlhe dividend and price forecasts are accurate, would you

bly the share lo ho d tlorone year, I your required rate of relurn were
12%?

2) Gven the clrrenl prce ot Fs 65 and lhe expected dlvidend of
Fs 2.50, whal wou d the price have to be al the end ol one yeartojustiiy
p! rchase oi the slrare today il your required rate oi relurn is I 5 % ?

OB

B) What do you mean by fundamental analysis ? Desc be lhe key eco
nomic variabes lhat an nvestor rnlsl monilor as pad ol hls tundarirental

I A) P Ltd. had a 14 % debenture with a tace value ol Rs. 100, llrai maiures a1

par n 15 years The debenture s callable n 5 yearc ai Rs 114. lt currenlly
se s lor Bs 105 Cac! aie each olihe iollowinq lorthis debenlure:
a) Yleld to call
b) Curent yie d

c) Yield 10 malurity

OB

B) Whal is Technical Analysis ? Expa n various ioos ol technicalanalvs s
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