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‘IRTHRN PG - 926
IV Semester M.B.A. Degree Examination, July 2016
(CBCS)
MANAGEMENT

Paper - 4.2.1 : Investment Analysis and Management

Time : 3 Hours Max. Marks : 70

SECTION-A

Angwor any five guestions. Each question carmas five marks : i 5)

4, Sekhar has a portiolio of five siocks with the followang expecied markeat value

and retums.
Stocks | Market value | Return

A 20,000 10%
25,000 18%

c 30,000 15%

D 1,00,000 12%

E 1,000 &%
1,76.000

Daterming their expectad netum.

P.T.0.
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5. Mr. Arjunan recelved a bonus of Rs. 50,000 from his company. He wanis to
invest the money in two slocks. After a careful study of the stocks market he
selected Rock and Reed Corporations The expecied refum in Rock(S) is 14 percent
and standard deviation of retum Is 22 parcent. The réturn from the Read Compi{G)
Iz slightly higher being 16 percent and al the same time the standard deviaticn of
resturm is also higher baing 25 percent. The cormelation coaffickant batwaen them
i% 0.5. Halp him to build a minimum sk portiofio.

6. The X/¥ Company stock's return depends heavily on the market retumn, the
beta baing 1.4, the risk free rate of retumn is 8 partent and the Market retum is

15 paman.

a) Datermine the expected retum for XY stock.
b} What happens o expected returm, if lhe market refum increases to

20 parcent 7

the sama 7

7. [Describe the CAPM model. Give the significance of SML and CML.

SECTION-B

@) What happens o thie retum il bata falls lEb B0 whila tha othear inpuls rgmaln

Answar any three questions. Each question carries ten marks

(3x10=30)

8. Explain the Markowitz model of portfolio analysis and selection.
9. Distinguish betwaan Fundamental analysis and Technical analysis.

10. Sun Rise Company manages two mutual funds, The funds are Index Fund and
Equity Fund. The data below provide the key statistical information.

Return per cent | Risk | Beta| r
Equity Fund 19 18 | 149 | 83
index Fund 13 16 | 108 | .68
Markoet 14 10| 1.0 [ 1.00
R, 5

a) According to Jensen method which fund perorms well.

b) In your opsnion, which fund consists more of systematic risk.
¢} WWhat is the maaning of alpha in Jensen method 7
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1. Determine the relationship between assels R and 5 return with the following
data :
Probability of Annual Retums
oCCurrence " g
0.2 -8 -8
0.4 12 -4 s
03 -6 10
0.1 8 =11
SECTION-C
Case stydy (1= 5=15)
12. A pdrifodio manager has got the following information about several stocks. He

has to bulld a optimum partfolio for his client without short sales -

Securlty | Expected return | B |a?,
A | 2 CA10T3s
8 | = 2.5 |30 |

€ [ Cm— Tis|s
D ChN_ T 1.0 | 80
E N 18 0.8 | 20
F 12 1.2 |10 |
s T 19 16 | 25 |
—w v 28]%|

The markal indax vanancs s 12 parcent and the risk frea rate of relum is
¥ parcant.
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