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Note : Answer all the questions and submit this assignment on or before 31st October 2011, to 

     the coordinator of your study center. 

1. What is investment risk? Discuss the various components of investment risk. 

2. Define Market Efficiency. Explain the various forms of market efficiency and discuss the tests for various forms of market efficiency. 

3. What is fundamental analysis? Explain the utility of Economic – Industry – Company (EIC) approach to equity investment decisions. 

4. Explain and compare CAPM with APT. Which of the two is a better model for pricing risky assets and why?

5.  (a)
Antique Arts Company would pay Rs. 2.50 as dividend per share for the next year   

and is expected to grow indefinitely at 12%. What would be the equity value if the investor require 20% return?

(b)
Analyze the following portfolios performance using Jensen index, Treynor index and Sharpe index versus the market:

	
	Observed Rate of Return 
	Beta (β)
	Residual Variance 

	Magic fund 
	15%
	1.5
	0.02

	Shanti fund 
	10%
	0.5
	0.00


Risk-free rate of interest is 50%, return on the market portfolio is 12% and standard deviation is 0.04.









