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MMS Sem - Il (Fin.)

University Exam 17'1 2-2025 - Maximuﬁl Marksi?»ﬂ

Duration: 1 hour.

Course Outcome Statements:

CO1: Explain the structure and functioning of the Indian financial system, including the role of regulatory
bodies like SEBI, RBI, IRDAI, and PFRDA. : ,

CO2: Differentiate between various financial intermediaries and assess their roles in mobilizing savings and
allocating capital. i ; e

CO3: Apply knowledge of primary and secondary markets to analyze financial instruments and processes :
such as IPOs, mutual funds, and insurance products.

* . : 4 3 S o, 3 .
CO4: Evaluate the characteristics and pricing of fixed income securities, and assess risk return trade-offs in
mutual fund and insurance products.

COS: Demonstrate an understanding of derivative instruments and their application in speculation, hedging,
and arbitrage across financial markets

Instructions: Q.1 Compulsory case study (10 Marks)
Q.2 & Q. 3 of 10 marks each with internal option (a) or (b) (20 Marks)

. Course
Question Bloom’s | Qutcom
Number Particular TI?(:‘:;Z d Level e
s e, oo ) (B, mapped
(CO)
Q1 (Compulsory) Case Study . 10 g

A mutual fund is a pooled investment vehicle that gathers money from many investors and allocates it across a
diversified portfolio of assets such as stocks, bonds, and money market instruments. These funds are managed by
professional fund managers who work toward achieving the investment goals outlined in the fund’s prospectus.
Mutual funds can be classified based on investment objectives, strategies, or asset classes. One common method of
classification is by asset class, which includes the following categories:

1. Equity Mutual Funds

Equity funds primarily invest in stocks and aim for long-term capital appreciation. They can be fui’ther divided
into:

» Growth Funds: Invest in companies with strong growth potential. . e

» Value Funds: Focus on undervalued companies expected to grow in value. - . A
» Large-Cap Funds: Invest in well-established, large companies.

¢ Mid-Cap Funds: Target medium-sized companies with expansion potential. .

¢ Small-Cap Funds: Invest in smaller companies, offering high return potential but higher risk.
 Sector Funds: Concentrate on specific sectors such as technology, healthcare, or energy.

* Index Funds: Replicate the performance of a particular stock market index.
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[ %. Dons Mutual Funds

Bond funds invest mairly in fixed-income securities and are typically chosen for stablhtfy and i income. generatlon
Types include: - g

« Government Bond Funds: Invest in government-issued bonds; low risk.

« Corporate Bond Funds: Invest in corporate bonds; higher returns with higher risk.

o Municipal Bord Funds: Bonds issued by local governments, often offering tax-free interest.

+ . High-Yicld (Junk) Bond Funds: Invest in lower-rated, high-risk bonds with higher yields.

~ Shert-, Interinedizte-, and Long-Term Bond Funds: Categorized by average bond maturity.

3. Balanced [4utual Fundas

Also known as hybrid funds, balanced funds invest in a mix of stocks, bonds, and someumes other assets. Their
goal is to offer a combination of growth and income. Sub-types include:

« Asset Allocation Funds: Adjust the equity-bond mix based on market trends.
o Target-Date Funds: Automatically shift toward more conservative investments as a spemﬁed target year
(e.g., retirement) approaches. :

in 2020, an investor named Hema decided to diversify her portfolio by investing in three mutual funds: an equity
fund, a bond fund, and a balanced fund. She tracked their performance, risk levels, and returns for three
| consecutive years.

Fund Charactoristics

i. Equity Fund
o Focus: high-growth stocks
o Risk Level: high
o Historical return: 10% annually
o Standard deviation: 15%
2. Bond Fund
o Focus: government and corporate bonds
o KRisk Level: low to moderate
o Histerical return: 7% annually
o Standard deviation: 4%
3. Balanced Fund
I 0“.1.; mix of equitics ard bonds
Diz¥ Lovel: racderate
- HlaTOI’.Cal- return: 8% annually
Standard deviation: 10%

0o .00 O

I Terformance Over Three Years

« Yearl:
o Equity Fund: 16%
o Bond Fund: 6%
o Balanced Fund: 10%
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e Year 2:

o Equity Fund: -10%

o Bond Fund: 7%

o Balanced Fund: 2%
e Year3:

o Equity Fund: 20%

o Bond Fund: 6%

o Balanced Fund: 13%

a) Analyse the average annual returns of the three mutual funds over | 05 BL4 CO4
the three years and decide which fund performed the best in terms
of returns?

b) Identify the equity fund's performance in Year 2 affect Hema'’s 05 BL3 CO3
overall investment portfolio? Explain the learnings of Hema about CcO2

the importance of diversification?

Q2a Explain the role of SEBI and different Instruments of Monetary 10 BL2 CO1,

policy. . CO2
(OR)

Q2b Explain the IPO process and types of Issues. 10 BL2 Co1,
Explain meaning of split shares ,bonus shares and buy back of CcO2
shares

Q3a Appraise the financial instrument derivatives and determine the 10 BLS CO5
types of derivatives and its key differences. CO3,

(OR)

Q3b Assess the financial market activities such as speculation, hedging | 10 BLS COs5

and arbitrage in stock market and forex market CO3,
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