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ECONOMICS
. [HONOURS]
Discipline Specific Elective (DSE)
" Course Code : ECO-H-DSE-T-4B
(Fmanclal Economlcs)

1~u11 Marks : 60 » Tlme 24 Hours
The figures in the rzght-hand margin indicate marks.
Candidates_are requzred to give their answers in
. their own words as far.as practicable.

_ 1. - Answer any ten questions: 2%x10=20
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a) Distinguish between prlmary and secondary
security markets.
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b) Whatis the primary goal of financial manager ofa
corporation? '
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- ¢) Mention two features of a corporate firm.
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d) What is working capital?
oS e e F @RI
e)' ‘What are the factors affecting the time value of
money? ,
& & Rawa T W R =y f?‘w? A2
f) Give examples of short and long hedging.
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g) What do you mean by afbltrage process?-
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Mention two reasons for holding derivatives.
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 Distinguish between annuity and perpetuity.
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What do you mean by capital structure of a firm?
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What'is the distinction between American option
and European option? | | |

SR @R Ferm Sopm-ag e &
Distinguish between spot rate and forward rate.
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What do you mean by negotiable financial -

Instrument? Give an example.
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How do You measure the return of a random cash

flow?
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‘What do You mean by price-earning ratio?
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Deter;nine the present value of a stock having
expected dividend of 5 per cent in one year whern

. Tequired rate of reyrm and growth rate of dividend
~are 10 per cent and 3 per cent per annum

Tespectively,
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2. Answer any four questions: "
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Discuss the salient features of debentures.
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How do you determine the present value of a
common stock? ‘

What is meant by capital budgeting and what are
the major aspects of it? -
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Distinguish between put and call options. Briefly
discuss the factors determining call option value.
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What are the sources of long term ﬁnar_lce of a
firm? '
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A stock has beta of 1.2 and expected return of 16

percent, if return on risk free rate is 5 per cent i) -
find the expected return on the portfolio that is

equally invested on two assets, ii) Find the market
return, iii) If the beta of portfolio is 0.75 what

would the weights of two assets in the portfolio?
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3 Answer any two questions: = - ' 10><2"—'20
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What is the relationship between the prlce of a
bond and its yield? What is méant by yield curve?
What do you interpret from the shapes of the yield

curve? . 2+8=10

| e W aa\i@aaam%mﬁwﬁ@ Rl
T B QAR TT maw% e & 4 F
JE? :
What do you mean by portfolio of assets'? How -
does it help to.reduce risk? Do you think all types
of risk can be diversified by holdmg portfolio?.

2+6+2=10
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Distinguish between net present value and internal .
-rate of return criteria for evaluating proﬁtablhty
-of mvestment Which one is supenor criterion in
your opinion and why? 6+4=10
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How do you calculate average cost of capltal‘? Does
it depend on capital structure of a firm? When does
a company prefer to issue more debt instead of
equity? -
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