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Section - A 5x2 = 10 Marks 

1. If coupon rate is equal to rate of interest in prevailing in the market then bond will be sold  

A. At par value 

B. Below its par value 

C. More than its par value 

D. None of the above 

2. Issuing process of treasury bills is classified as 

A. Treasury trading auction 

B. Treasury fund auction 

C. Treasury bills auction 

D. Treasury bills transfer 

3. Funds transferred usually for a day between financial institutions are classified as 

A. Federal funds 

B. Bankers funds 

C. Debt funds 

D. Secured funds 

4. Promissory notes issued by company for short term fund raising and are unsecured are classified 

as 

A. Certificate of deposits 

B. Debt paper 

C. Banker acceptance 

D. Commercial paper 



5. If a bond pays 12% coupon  on face value of Rs500 and trading at Rs485 what would be the 

current yield 

 

A. 4.169 % 

B. 2.223 % 

C. 2.742 % 

D. 3.258 % 

 

Section - B 4x10 = 40 Marks  
1. What is money market and explain its functions, benefits and participants of money market?  

2. Explain instruments traded under money market and types of treasury bills? 

3. What is credit rating explain its criteria and suggest rating benefits for issuer and owner? 

4.  A Finance corporation is planning to sell a 8 years bond for 2000 @ 3% rate of interest 

semiannually and required rate of return from this bond is 12% find the value of bond. 

 

 

 

                                          Section – C 50 Marks 

1.  8% coupon bond was issued by Honeywell with a 6-year maturity and $2300 principal after 6 

years redeemable @ 4% suggest suitable discount rate for the investor.(10 marks) 

 

2. Calculate expected risk and return for following: (10 marks) 

 Rate of return % 

Condition Probability X company Y company 

Good 45% 15 16 

Average 40% 8 9 

Bad 15% -11 -13 

 

3. a) The price of a bond is 3000 which has coupon rate of 11% and available in the market 

@ 2500 at the end of 9 year find the yield to maturity. (5 marks)  

b) 7 yeas maturity 13% planned yield of deep discount bond which has face value of 

30000 find the yield to maturity and if issue price is 8000 & 9000 what would be the 

yield. (10 marks) 

 

4. 9 year 15% bond. Face value of the bond is Rs.2100 reinvestment rate is 8% which prevailing in 

market is 1900. Find the realized yield? (15 marks) 

 

 



 

Present value Table 

 

 


