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MCQ CASE STUDY 1 SGB 6_ __ EASY
MCQ CASE STUDY 2 REAL OPTIONS__>, 6 EDIU
MCQ CASE STUDY 3 (M& A DEEENSE ) 6 ASY
MCQ CASE STUDY 4 A 6 —s MEDIUM
MCQ CASE STUDY 5 FWD CONTRACTS —F 6 —< MEDIUM
Q1A) . BIL CURRENCY SWAP + NPV 6 EASY
Q1(B) | H MODEL 4 HARD
Q1(C) SGRINFLATION CONCERNS 4 SY
Q2(A) || APT 6 EASY
Q2(B) OPTIONS PAYOFF 4 EASY
Q2(C) \/C FUNDING THEORY 4 EASY
Q3(A)| ‘| APV —S 6 TOUGH
Q 3(B) MF RETURNS 4 MEDIUM
Q 3(C) SECURITIZATION THEQRY 4 MEDIUM
/0 4(A) OPTIMAL PORTFOLIO —5| 6 TOUGH
Q4(B) \ NAV GEOMETRIC. @JRN =l 4 MEDIUM
Q4Cc) / 4 MEDIUM
4 ) ZERO COST COLLAR FLOORS| 4 TOUGH
Q 5(A) FCFE 5 MEDIUM
Q5(B) INT GAP 7 TOUGH
Q5(C) TRANSACTION EXPOSURE 2 EASY
Q6(A) M&A 7 MEDIUM
Q6(B) BLACK SCHOLES N MEDIUM
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PART -1 2 30M ,
(MCQ Portion)

e

e Answers to MCQs are to be marked on the OMR answer sheet as given on the cover
page of the descriptive answer book only. Answer to MCQs, if written inside the
descriptive answer book shall not be evaluated.

e Please write and darken correct MCQ booklet number in the OMR answer sheet. The
correct MCQ booklet number must also be written in the attendance register.

Case Scenario -1 : 3

The Government of India issues a 5-year Sovereign Gold Bond (SGB) at an issue
price of ¥ 5,000 per gram. An investor, Mr. JK, has purchased 200 grams SGB
under this scheme.The bond carries a coupon rate of 2.5% per annum, calculated as
simple interest on the initial investment amount, with interest payable annuall)a At

» the end of five years, the bond will be redeemed at the prevailing market price of

gold. The annual interest received is taxable at the investor’s applicable marginal
income tax r rate(Any capital gain arising on redemption is taxable at 20% after C

-_—

considering the benefit of indexationy The inflation rate during the holding period is N

ﬁf"«v assumed to be 4% per annum. | / ev

x> F(x;grm the information'given above, choose the correct answer to the Question Nos. ae
r‘w t0o3: ter

i | (

Assume SGB redeems at @r gram and Mr. JK is in 30% tax el
bracket. What is the net amount received a@apita@m (ZEJWith T
indexation) ? i \ R 1
(A) 13,56,331 ' (B) 13,16,996 (*m )\*w‘:«"“ g ; Z
A (D) 13,28,000 v(* et Ba

gs‘g* | qffa on
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2. An investor Mr. JK purchases 200 grams of SGB at ¥ 5,000 per gram. The
investor falls in the 30% tax bracket. Inflation is 4% per annum. What are the

e———

post-tax annual interest income and the approximate real post-tax return (%)
on initial investment ?

2
(A) 25,000 and 2.25% ’{‘:f;\ :

BT 317,500, and - 225% e
(C) 17,500 and 1.75% /ﬁq“’ﬁ
(D) 17,500 and - 1.75% « Xy

After 5 years, gold price becomes ¥ 6,800 per gram. Inflation is constant at4%

annually. What is the indexed cost of acquisition and taxable capital gain to
Mr. JK ?

(A) Indexed cost T 12,00,000 ; Taxable gain T 1,60,000
(B) Indexed cost ¥ 11,69,860 ; Taxable gain ¥ 1 90,140

%Indexed cost ¥ 12,16,653 ; Taxable gain ¥ 1,00,343
) Indexed cost 12,16,653 ; Taxable gain ¥ 1,43,347

\ MFF o, T0,; 0. r(\ 6 H‘& \+A, Sre
Case Scena ( t "
NewChem Ltd; 2 leading chemical manufacturing firm based in Telangana, is

evaluating the installation of a new-generation solar power plant to meet the energy
needs of its primary manufacturing unit. This initiative is part of NewChem’s long-
term sustainability and cost-reduction goals.

The total cost of installing the solar plant is ¥ 3.20 crore. Based on the current state
eiectricity tariffs, the plant is projected to generate savings in electricity expenses of
% 25 lakh per year in perpetuity.

e S O — -
However, there is regulatory uncertainty. A new state government is expected to
take office in one year and it is anticipated that electricity tariffs will be revised.

Based on industry analysis, the annual savings from the solar plant could change to

one of two possibilities: D W
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*  Scenario 1 (Low Savings): Savings could decrease to ¥ 15 lakh per year in
perpetuity. .
*  Scenario 2 (High Savings): Savings could increase to ¥ 40 lakh per year in

perpetuity.
The company's Weighted Average Cost of Capital (WACC) is 9.5% and the current
risk-free rate of return, based on 10-year government bonds, is 6.5%.

From the information given above, choose the correc&;swer to the Questions
No.4106: LONPCO ey

4.  New-Chem can invest ¥ 3.20 crore in solar plants today or wait one year,

when savings will be 2 4(;.l;kh‘:r— ¥ 15 lakh perpetuity (WACC 9.5%, risk-free
6.5%). Using risk-nelfu'al probability (69.5% high), Compute PV of option to
‘ZWW ’ wait one year, discounted at risk-free rate and WACCE?ig ¥ lakh). S
X m%v at RF rate: ¥ 70.23 Lakh; WACC: X 68.50 Lakh .5 « 1435 @ %o

‘w{  (B) PV atRF rate: 68.50 Lakh; WACC: ¥ 70.23 Lakh X 0-30§ |

el 1 49:065)

X 0-q16W5
b 0

, 067
NewChem Ltd. (Telangana) plans to invest ¥ 3.20 crore today in a solar power kit

b .9’5 plant generating annual electricity savings of ¥ 25 lakh in perpetuity. The
é‘ WAC(? 1s 9.5%( After one year, savings may change to ¥ 40 lakh (high
scenario) or ¥ 15 (low scenario) perpetuity due to tariff revisions. 2
Calculate NPV if investe

and NPV after one vear ios (i
% crore). =ik =L scens 20t enarios (1o

(A) Today: —0.45; High: 1.01; Low: — 1.62
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' 6. For NewChem's ¥ 3.20 crore solar plant (WACC 9.5%),

after one year savings

will be ¥ 40 lakh or ¥ 15 lakh perpetuity. Risk-free rate is 6.5%, Using risk-

neutral valuation, compute returns in both scenarios and risk-neutral

probablhty of high savings scenario (%). o X we
| ¥ High: 31.56%; Low: — 50.63% 69.5% , w \+b
L‘ (B) H1gh 28.45%; Low: — 48.25%; Prob 65.2% 258 =y |\ ¥
| (C) High: 31.56%; Low: — 50.63%; Prob: 73.8% (S

(D) High: 35.20%; Low: — 52.15%; Prob: 69.5% A 2

g A wf)
& ; Q X
Case Scenario — I1I %
oY

XYZ Ltd. is professionally engaged in providing consultancy services related to

corporate mergers and acquisitions. It is on an expansion mode and decided to hire

freshly qualified Chartered Accountants for the post of “M&A Consultant”. For

selection of the candidate, each of the candidates needs to pass a written test.

Followmg are some of the questions asked in the test to identify the concepts

related to M&%

You are a examinee in written test paper therefore, you are required to choose the
e

correct option to the Question Nos. 7 to 9:

7. R Ltd. is a parent company and J Ltd. is its subsxdlary company. J Ltd. is
Wj | growing at a faster pace than R Ltd. and also carries higher valuations than
| other busmesses owned by R Ltd. To unlock the value of J Ltd., and generate
'l 1 0 23

(C) Sell-Off
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8. AB Ltd, the acquiring company may issue substantial amount of convertible

debentures to its existing shareholders to be converted at a future date when it
faces a takeover threat. The tactic used by AB Ltd. is called

(A) White Knight (B) Poison Put
" (D) White Squire
predbg: et

9. Identify the correct meaning from among the following options when X Ltd, a

il tactics todefend itself from hostile

e ———

target company adopts (C

takeover.
(A) When X Ltd. issues bonds that encourage the holder to cash in at higher
prices.
/GB( When X Ltd. offers hefty compensations to its managers if they get

ousted due to takeover.

(C) When X Ltd. makes a counter bid for the acquirer company.

Case Scenario — IV

Mr. X a portfolio Manager invests ¥ 25,00,000 in stock Alpha and Beta in ratio of
60 : 40. The daily standard deviation of stock Alpha is 1.20% and stock Beta is

———

0.90%. The correlation between Alpha 2 id Beta is

—

VAR for confidence level 99% and 90% Jev.

ﬁﬁnﬂ‘ﬂ‘

: Mr. X wanted to measure

g . (Z score: 99% confidence level :
2.33 and 90% confidence level : 1.28) Assume 252

— i .-..—%ﬂ.iﬂg.d&ys ina year and mean

return iszerog ) i ‘v’(& {‘5\/ ./

o 'l"i\f‘wl o AZK qgo“’ :
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From the information given above, choose the correct answer to the Question Nos
10t0 12

10. Ifthe correlatlon between Stock Alpha and Stock Beta increases from 0.60 to

—
& at will be the impact on the portfolio’s annuilVilﬁ’é  at Risk (VaR) at
9% conﬁdence level ? |

(B) VaR decrease by ¥ 48,085
(D) VaR decrease ¥ 3,029

(C) VaR increase by v.3 029

V. b

nn al Value at Risk (VaR) of the portfolio in rupee
terms at the given 99% confidence level ?

(A) 57,027 (B) ¥5,43,162

(D) Z7,94,080

11. What is the approxim:

-month forward contract on January 1, 2026 to
 ———
jue April 1, 2026).

B Lo oo L A R Rl S e
| pid | Ask | Bid | Ask | Bi k_
e e e = - n >
101.01.2026 | 83.20 | 83.55 =
o ailng 8410 | 8445 | - -
83.40 K = z
84.20 84.5
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PART - 1I 70 Marks
(Descriptive Portion)

(Candidates are required to give descriptive answers for this part inside
the answer book)

ot e

neE =2 -
P (1 estion paper, compgises 6 questions. Answer Question No. 1 which is
: 0(} ory [ qut of the remaining 5 questions.

- /
|2 OB \(;(;/-&mg notes should form part of the answer.

3. ers to the questions are to be given only in English except in the case of
candidates who have opted for Hindi Medium. If a candidate has not opted

] for Hindi Medium, his/her answers in Hindi will not be evaluated.

4 Candidates are required to write the question number legibly.

1. (a) Bharat Infrastructure Ltd (BIL), a premier Indian Engmeering firm, has 6
been invited to establish and operate a high-speed data center
infrastructure in the Republic of Valoria. The initial investment required
for the project is 4,000 million Valors (VL).

Under the agreement, BIL will sell the project back to the Valorian
government after 4 years for a guaranteed sale price of 8,000 million VL.

During the four-year operational period, BIL will provide technical
maintenance and security protocols at an annual fee of 80 million VL,

payable at the end of each year.

To hedge the foreign exchange risk associated with the initial capital
investment, BIL’S investment bankers have proposed a Currency Swap

arrangement with the following terms :

AZK
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«  BIL will swap the principal amount of 4,000 million VL for Indian

Rupees immediately (Year 0) at today’s spot rate.

«  The swap will be reversed at Year 4, with both parties re-

exchanging the same principal amounts at the same spot rate locked
in at inception.
The bank will charge an annual facilitation fee of 0.30% (calculated

om'the ¥ principal amount), payable at the end of each year.

The currency swap covers only the initial investment and ter nin:

N S 5

*principal. BIL’s policy is to hedge all other foreign currency cash flows

using forward contracts at the respective forward rates prevailing in the
market today.

Financial Data :

The current market data and exchange rates (VL) are as follows :

Period Spot | 1Year | 2 Year 3 Year

4 Year
Forward | Forward | Forward | Forward
Exchange Rate | 50.00 | #:53:00" | 56:18 +|n59:
' PV Factor @ | 1.000| 0.877 0.769 0.675 0.592
14%

Cumulative PVFA for 4 years at 14%. =2.913
Assume a risk-adjusted discount rate of 14% per annum. Ignore taxation.

You are required to evaluate the project’s financial viability using the
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| XYZ Ltd. recently ﬂ a dividend of T 40
| S-year transition phase where its curren

linearly to a stable perpetual rate.

g Q\' Financial Parameters :

(ii) Given the
the stock is

eqmty ratio is already at the maximumn
Addmonally, the mdustry is experienc
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2. r RJ own two securities X and Y are priced according to a tw_ﬂ)r 6 ®)
T:“_- : Arbitrage Pricing Model. The factor sensitivities and expected returns are
as follows :
Particulars
Beta w1th factor 1 (B,) ma
Beta with factor 2 (B,) -
it
Risk premium for Factor 1 = c 4 o RN
) tyf _74\,\\‘«* 1
& Risk premium for Factor 2 =5 =
— ‘,8,'
s
R uired S =V
v e WG\' \
Ll;/" ) ?\-v
' rﬁ" @
‘é ¢+

Mr RJ has ¥ 1,00,000 available :

short portfolio by
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capit
capital).

will drop to 20% of Net Income each year.
—_— = Y
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(1)
AZK
. You are required to :
(i) Identify the Gap Position (F
' -\ A .
o (i) Calculate the Earnings at Risk (EaR) in ¥ Crores and as a
3 percentage of NII for both scenarios. Based on the bank’s risk
policy, advice whether management should activate hedging
strategies or not. =

aboratory. Financial parameters as of 31 March, 2025 are as follows :

' Ind

Profit Afier Tax (PAT)




i

3. ' - | share of MedUer : . :
standalone fair valueo! MedGen).

«  Offer 2 (Hybrid Equity) : ¥ ,

(Premium of 21.69% over standalone fair value).

'+ Offer 3 (Hybrid Debt) : ¥ 1,150 Cash + 5 Convertib

of Arotech (Premium of 25.66% over standalone fair
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(23)
AZK
(b) The current price of F Ltd is ¥ 120andal’:'.uropeanopnonw1than

exercise price of T 115 will e 3pnre in 50 days. The annual contmuously
oompounded nsk free rate of mterest is 8%. The standard deviation of
annual returns on F Ltd. is 30%.

Value of (d,) @

Using Black-Scholes Model, you are required to calct calculate :

(i) The Hedge Ratio ,’m_)/

(i) The probability hat price in spot market on expitatioet wosld.
hlghet than the exercnse pnce of the call op'aor'

Year =365 days and value of e = 0.9891.

(iii)  Value of call and put options.
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