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Note : No additional answer sheets will be provided.

Answer ANY FIVE QUESTIONS.  ALL QUESTIONS CARRY EQUAL MARKS.
1. Does diversification reduce the risk of investment? Explain with the suitable examples.

2. The sunrise and sunset companies have the following probability distribution of returns.

	Economic conditions
	Probability
	Returns%

	
	
	Sunrise
	Sunset

	High growth
	0.1
	32
	30

	Normal growth
	0.2
	20
	17

	Slow growth
	0.4
	14
	06

	Stagnation
	0.2
	-5
	-12

	Decline
	0.1
	-10
	-16


You are required (a) to determine the expected Co-variance of returns (b) the correlation of returns between the sunrise and sunset companies.

3. How can you conduct the Discounted  Cash Flows (DCF) break even analysis? Why is the DCF analysis important in risk analysis and capital budgeting?

4. What are the purposes of credit scoring models? Identify one credit rating model being used by Indian Banks.

5. What are the various types of currency derivatives that are available for Foreign exchange risk management?

6. What is Foreign Exchange Exposure? Explain Economic and Translation Exposure in detail.

7. What is structured finance? What are the important techniques used in structured finance. Explain in detail. (ABS & MBS) Asset Backed Security and Mortgage backed securities?
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