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Note: (a) All questions are compulsory. ﬁ“ "y ‘3% gt

(b) The candidate is allowed to make Suitable numeric assumptions: whﬁ'eﬂgi“ mred

(c) Use of calculators is allowed. ol gz’ &f%

for solving problems. ¢ {ij A};
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a) What do you understand by investment envuon@g;ﬁg:;&xwhat are
its key players? 2% ’%\ ‘q‘h s

v%;‘-

b) Why money market securities sometlme%[efef% o0 as “cash

equivalent”? Explain its major mstrumgnﬁa Eg\ >

N ,gx —mh

COl1

o] Q2 v
: -housfﬁg pmcas ‘declined, many borrowers defaulted, and the value of

~securities, even to?hggh I‘lSk%OI rowers. These loans were bundled into

~complex fi naﬁéxal,ﬁsecﬁrmes and sold to investors worldwide, often

ﬁ‘ﬁ%géﬁmy the financial crisis referred to in the case and the country
R

Case Study: ié::h *g.,

.....

1In the mid-2000s, the worlg “?e;gaa@vgmy moved toward a severe | -
| recession in 2008-09 f%ﬁ)wh{ﬁ%a major housing boom. Banks |-

)
provided - a large numnﬁggsv of, home loans against mortgage-backed

TGCCIVII’%%B%\]% ctedit ratings that made them -appear. safe.” When

tﬁ%@g sectitities collapsed, causing widespread financial losses.

vhere it originated?

'b) Why did banks continue banks giving loans to high-risk borrowers
and why investors willing to invest in these mortgage~1'elated :

securities?

¢) What key lessons did investors learn from the Global Financial

Col
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Crisis of 20087

An investor observes the following government bond securities (face
value = $700):

Bond Maturity | Money Invested Today | Value at Maturity
4 months $ 681.52 | $700
9 months | $668.64 $700 RS
® 15 years $ 588 $700 | {’*ﬁ,‘%
TNND |

a) Calculate the total return for each security.

. | 1

b) Convert each into an Effective Annual Rate (EAR). 5 ; ;:é* 2 >
c) Calculate Annual Percentage Rate (APR) for 4 mon &f& i i I
months maturity bond securities. .
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