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1. What do you mean by the following (answer

in 1 sentence)? 1x8=8

f} (@) Time value of money
(b) Beta

(c) One advantage of Sharpe performance
model

8p
1715 ( Turn Over)



(2)

(d) Risk

{ 6) Expenditur e

1j] Security market Jine
(g9) Portfolio

(h) Diversification
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(3)

Or

Explain the Markowitz portfolio theory. What
are the assumptions of Markowitz portfolio

theory? 6+8=14

.. What are the basic assumptions of CAPM?

Write down the difference between CAPM and
APT model. 6+8=14
Or

GAIL Investment Company manages a
io consisting of 6 stocks with the

portfol

following information :
Name of the scrip Mark:e;]value Beta
Essar Steels Ltd. 4,00,000 1:20
TATA Steels Ltd. 3,00,000 1-24
SAIL Ltd. 3,00,000 0-90
Andhra Steels Ltd. 1,00,000 060
Mittal Steels Ltd. 2,00,000 075
Varun Steels Ltd. _.__2_,_(1(1,_0_0_(_)__ 0-80

15,00,000

The risk-free rate of interest is 6 percent and

the market return is 13 percent.

Estimate the portfolio expected return a;d6 &
+bH=
portfolio beta.
( Turn Over )
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6. Explain  the different methods  of A
measurement of portfolig performance.

\
Ret Standarg
Name of the % deviation
Sscheme OrL

Beta
Dbortfolio of the

Dbortfolio
\
Birla Mutya Fund W

03 0-27
TATA Mutya] Fund 22:95 8:98 0-54
ICICI Mutyga) Fund 23-15 3:45 0-56
\}\j\\_J
Rank the funds according tq the Sharpe ang
Treynor Pe Ormance Index 7+7=14
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