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Q.1(a) Explain the components of the international financial environment. [5] 
Q.1(b) Define interest rate risk. How does it affect the price of a bond? Explain [5] 

   
   

Q.2(a) ‘Foreign exchange market is a 24-hour market’. [5] 
Q.2(b) ‘The RBI controls both appreciation and depreciation of the domestic currency against dollar’. [5] 

   
   

Q.3(a) Define Value at Risk (VaR). Explain its importance in measuring the risk of a portfolio. [5] 
Q.3(b) If the correlation between two securities is positive in a portfolio, it will enhance the portfolio risk’. 

Comment. 
[5] 

   
   

Q.4(a) How is the currency risk present in the global investment scenario? [5] 
Q.4(b) Explain a note on Yen-carry trade syndrome. [5] 

   
   

Q.5(a) How is the concept of VaR used in setting risk limits? Explain. [5] 
Q.5(b) Write a short note on the capital adequacy ratio to be maintained by the banks. [5] 
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