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M. B. A. 1V Semester Examination, 2019
FINANCIAL DERIVATIVES

Time: Three Hours
Maximum Marks: 80

PART - A (5vs — 3j) [Marks: 20]
Answer all questions (50 words each).

All questions carry equal marks.

! 797 a1 &/ FAE FI7 BT GY 50 <] H w7 &/
T 7o B HF G 8
PART - B (&vs — §) [Marks: 40]
Answer five questions (250 words each).
Selecting one from each unit. All questions carry equal marks.
URF §HIE W YH—YF J97 g7d §Y G Gid J97 BIfory |
geder §e P GOV 250 IIG] W 3w T &/
7 7o & Sid G &/
PART - C (gvs — &) [Marks: 20]

Answer any two questions (500 words each).

All questions carry equal marks.

P & goT P Gdd gIT BT SV 500 T & e T &1/
v geI P b THT 8/
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PART - A / gvs —

Q.1 Answer all questions-

T Ul & IR G-

(a) Define the term Financial Derivatives.
faxira SRafea wreg &1 aRIfa &Y |

(b) What is difference between Forward and Future Contract?
IRIST Jae 3R JfIsT &7 31 ® a7 3R 27

(c) Define SWAP.
SWAP &7 gRwTia & |

(d) Differentiate between Investment asset and Consumption asset.
foraer gREUfRT QiR ST Uiy & 919 SiaR |

(e) What is Straddle and Strangle in Options?
fdhey § wed 3R Wi Fr 87

(f) Define Call and Put Option.
Fier 9k qe fapeq @1 aRwfT o

(g) Write the Binomial Model objective and steps of Options Pricing.
fgue Afed 9w iR fadweu eg MR & =Ro7 ford |

(h) What do you mean by American Option?
R famed A T T ST 27

(i) What is Open Interest in options?
faweul § e 29 @ &7

() Define Interest Rate Derivatives.
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Q.2

Q3

Q4

Q.5

Q.6

Q.7

Q.8

Q.9

PART-B / @ts — §
UNIT -1/ @15 -1

Explain the various types of Traders in Derivatives Market.

SRafeq arde # I yoRrR & aaiRal & arRAT B |
OR / 3red1

Under what circumstances are (a) a short hedge and (b) a long hedge appropriate?
for1 oRReIfedl # @) v 1) uforen &R () va widl ufererr Suygad 27
UNIT - 11/ g&15 — 11

Explain the relationship between forward Prices; future prices and spot prices.

aqrgeT B Bl IA™ B BTl R BIR HIEdl & 9 GaT I DY |

OR / 3AYdar
Explain different types of SWAP contracts.

faffs UBR & SWAP el &1 aaram o |
UNIT -1I1/ g&18 — I

Explain the features of various option contracts with example.
SRV & A1 At fdey argedl &1 faRan aarg |
OR / 3AYdr
Explain the Payoff of following option trading strategies with examples:
(a) Bull Spread
(b) Butterfly Spread
TRV & A1 FHfRad f[Geed SIS ORIl & Y &1 AT dv—
@) 3w
@ fodel AR

UNIT -1V / sa15 — IV

Explain the Black Scholes Option Model with formula and example.
GF 3R IIER0T & A1 i Whied AR Alsel Bl ARAT N |

OR/ 3ar

A stock price is currently $40. It is known that at the end of 1 month it will be either $42
or $38. The risk-free interest rate is 8% per annum with continuous compounding. What

is the value of a 1 month European call option with a strike price of $39?

T IR B PIAG q9E H $40 €1 IE o1 ® fb 1 HEH B 3 H I $42 g1 AT $38 |
FRIR =gl & AT SIRIA—Fad TSl &% 8% Ul a9 & | T $39 & WIed 4od & A1

1 HEH & PRI il [dbed BT Jod FIT 87
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UNIT-V/ 55 -V
Q.10 Write a short note on growth of Derivatives Market in India.
Rd H SRAfesd IR & e R v wfera fewoh fod |

OR/ 3dar
Q.11 Prove the relationship between the drift and volatility of the forward rate for the

multifactor version of HIM in equation.
FHIART H HIM &1 AccIhdey ApR0 & oY aigel & &% @ 9819 3R AIReRdr & 419
Hael B ATfad o |

PART-C / Hvs — 9§

Q.12 Explain the features and benefits of different types of forward contracts.
s gpR & argaT argee @) faervami iR oMl & arR H gy |

Q.13 Consider a long forward contract to purchase a non-dividend-paying stock in 3 months.
Assume the current stock price is $40 and the 3-month risk-free interest rate is 5% per
annum. Suppose first that the forward price is relatively high at $43 and suppose next
that the forward price is relatively low at $39. Calculate the arbitrage opportunity and
forward price.
IR—AMIET — I dlel Wi BT WIe & (oY ofd G T 3y W =R &8 3 7EI |
A of {6 e Tid e $40 © AR 3 7M1 AIRgH—Had 1ol <= 5% Ui a9 2 | U8l
A4 of {5 arger dma $43 W UeTPHd e § AR A Ao fF arger dEa $39 W
JUETHT HH 7 | FeIRIdT & ATAR 3R ATIRT DA DI 0T BN |

Q.14 Write the payoff of various trading strategies involving options —
(a) Bear Spread
(b) Box Spread
(c) Straddle
(d) Strangle
Write their payoff formula and give example.

faweai 4 wifie fafie amuiRes IR &1 yora ford —

(a) W=

(b) df TS
(c) ¥wsd

(d) Lt |

ITD AR & G ford 3R IIR0T < |
Q.15 What is One Tree and Two Tree Binomial Model of Option Model? Explain with
example and diagram.
fawmen disa & a9 &1 IR ¢ &1 gAifge disa FT 87 SSTeRVT iR oINE & W1el sy |
Q.16 Examine the performance of exchange trading in derivatives in India.

Rd § sRafea # faf sy R & ygei= &1 oRIeTT & |
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