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   CO BL 
Q.1(a) Consider the cash flow stream (-2,1,1,1) when the periods are years and the interest rate 

is 10% then find the future value of the given cash flow stream.  
[5] 1 2 

Q.1(b) Suppose you have borrowed $1000 from a credit union. The terms of the loan are that the 
yearly interest rate is 12% compounded monthly. You are to make equal monthly payments 
of such magnitude as to repay this loan over 5 years. Calculate the monthly payments? 

[5] 1 3 

     
     

Q.2(a) Explain the “Arbitrage Pricing Theory”. How it differs from the “Mean-variance” analysis? [5] 3 2 
Q.2(b) Show that the CAPM model is a special case of the Single-Factor model. [5] 2 3 

     
     

Q.3(a) Define derivative securities. Briefly explain the types of derivative securities with 
examples. 

[5] 3 2 

Q.3(b) What is ‘corporate finance’? Briefly explain the patterns of corporate financing. [5] 4 4 
     
     

Q.4(a) Explain and derive the Markowitz model. [10] 2 2 
     
     

Q.5(a) What do you understand by the ‘uncertainty’? Based on the expected utility concept 
explain the various types of risk.  

[10] 5 5 
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