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(Essay Answer Type)

6 a) Whatis Risk? Explain various sources and methods of measuring the risk.
OR
b) Discuss different types of risk and risk management methods.

7 a) Discuss briefly the non-insurance methods of risk management.
OR
b) What is ALM? Explain the evolution process of ALM.

8 a) Whatis meant!by derivatives? What are the advantages of derivatives?
OR
b) A futures contract will expire in 6 months and the continuously compounded risk
free rate of interest is 10 per cent. The expected dividend rate on the underlying
stocks for the same period is 2 per cent on continuous basis. Find the fair value
for the futures if the current values of the index is Rs.1200.

9 a) Whatis a financial swap? Explain the salient features of swap.
OR

b) Describe how currency swaps are helpful in hedging against a decline in the
value of asset.

10 a) Discuss the definition and types of options.
OR
b) The stock of AB Ltd is currently selling at Rs.50 and after one year it would be
selling either for Rs.40 or Rs.60. If the rate of interest for borrowing and lending

is assumed to be 20 per cent for one year period, determine the value of the Call
Option with an exercise price of Rs.50.
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