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   CO BL 
Q.1(a) Investment is well grounded and carefully planned speculation. Discuss. [5] 1 2 
Q.1(b) Investors primarily favor mutual funds over alternative investment channels. Provide 

explanations for this preference. 
[5] 1 4 

     
     

Q.2(a) Discuss the various elements of risk.  [5] 2 3 
Q.2(b) The first step in Industry analysis is to determine the stage of growth through which the 

industry is passing. Explain.  
[5] 2 2 

     
     

Q.3(a) A company recently paid an annual dividend on its stock of Rs. 3/- per share. The company 
dividend is expected to grow at Rs. 1 /- per share for the next four years. Thereafter, the 
dividend is expected to grow at 6% per year indefinitely. The required return on stock with 
similar risk is 15%. What is the intrinsic value of the stock?  

[5] 3 3 

Q.3(b) How intrinsic value helps in taking investment decision of equity shares. [5] 3 4 
     
     

Q.4(a) “Bond prices moves inversely to the market interest rate changes.” Explain with 
illustration.  

[5] 4 4 

Q.4(b) The value of a bond is equal to the present value of its expected cash flow. Illustrate with 
an example.  

[5] 4 3 

     
     

Q.5(a) What is meant by optimal portfolio? How is it identified? [5] 5 2 
Q.5(b) When an investor is assumed to use riskless lending and borrowing in his investment 

activity, the efficient frontier transforms into a straight line. Illustrate.  
[5] 5 3 
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