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lll Semesler M.Com. Degree (CBSS : hegJsuppl./lmp.) Examination,
october 2020

(2017 Admission Onwards)
COM3C14 : DEBIVATIVES AND RISK IMANAGEIMENT

Tirie 3 Hours Max l .rks 60

3

SECTION. A

Answeranytour quesl ons in lhis Secton. Each qLeston catres 1 marklor Pan (a),
3 marks ior Pad (b) and s marks for Parl (c).

I a) ExpLain ihe lerm perJormance bond

b) What do yo! mean by slraddLe' ?

c) What do you .nean by 
^4onle 

Ca o va uation ?

2. a) Whatdo you nrean by Ouasi-arbil.age ?

b) Explain spot prce

c) Whal do you mean by mperiecl hedge ? Expain the reason ior irnperlect
.pdq -q

a) Whai do yo'r mean by oplions ?

b) what do yo! mean by pul options and calopuons ?

c) Exp ain the lernr option wrter and whal are lhe risk iactors oi option wrler

a) Expand and expaln FTSE

b) What do yo! mean by cornmodiiy iealure ?

c) whai are lhe dilterenl lypes of margin n fllure conlracl ?

a) Whatdo you flean by European oplion ? Expla n ils real!res.

b) Etpla n llr€ pad es n option conlracl.

c) How do you cassity oplon and llture ?
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6. a) What is meanl by loNards ?

b) Expai. the term hedging

c) How do yo! classiiy lhe lotuards and luture ? (4x9=36)

SECT]ON - B

Answe r any tvvo queslions n ihis Secl on. Each qLestion cades 1 2 ma*s.

7. a) Whal a re lhe advanlages and disadvaniages ol der vaiives , Exp ain

OF

b) Whal s lhe pice ol a Eu ropean plt opl on of a non-d vide fd paying slock
when the slockprice is Bs.69 lhestrike prce s Fs.70, the riskiree inter€st
rale is 5% perannum, thevolatilly is 35o/o perannurn andthelmetomaturily

8 a) Whal arc the d fferenl oplion slrateges ? Expain n delail

OB

b) The pl ce s1r ke price and t me unl I expnalon are given below lor 3 Eu ropean
cal oplons on the same non-dvidend payin! stock

Expiralion
800

Option B 52 00

Opl on C 750 53 00 2 0 yerrs

An arblrageur sees an arbilrage opporlunily and thereiore buys or sels
exactly one ol Oplon B al lirne 0 Subsequenly lhe actua stock prices
ernerge as described in rhe rable below

50 00
l
2 0 years

The coniin uously compounded r sk iree rale ol relurn s 6%. Arbilrage proiits
are acclmulated a1 the rskjree rare oi relurn Delerm ne lhe value oi lhe
arbitraqe proJils al lhe end oi 2 years (2t12=24)


