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September  October 2020 
M. B. A. (Business Economics) Examination 

(New) Fourth Semester 
COMMODITY, DERIVATIVE AND PRICE RISK MANAGEMENT 

                [Max. Marks 85 

Special Note : Word limit for answer of each question is 250 to 300 words. 

Note : Section A carries 60 marks. Attempt any four questions. Section B is compulsory and 
carries 25 marks. 

Section A 

1. What do you understand by Forwards and Future Contracts ? Bring out the differences between 
Forward and Futures Contract. 

2. Define “basis”. When do you expect basis to be (a) Positive ? (b) Negative ? 

3. Differentiate between the following : 
(a) Call and Put Options. 
(b) European Style Options and American Style Options. 

4. Discuss the risk-return characteristics of strategies of : 
(a)  Writing Covered Call Options and  
(b)  Protective Put Options. 

5. Briefly discuss about Commodity, Commodity Futures, Participants in the Commodity Markets and 
Commodity Exchanges in India. 

6. What is Swap ? Explain the mechanics of Interest Rate Swap and Currency Swap with the  help of 
diagrams. 

Section B 

7. (a) An  investor  buys  a  call  option  on  1200 shares  with  an exercise price of Rs. 80 for 57.75. 
What is the maximum loss that he could possibly incur on this ? What is the maximum profit 
which could accrue to him ? Also, determine the break-even stock price. 

(b) An investor purchases a put option involving 300 shares with an exercise price of Rs. 180 for 
Rs. 9.50. What is the maximum loss that the investor could possibly incur ? What is the 
maximum profit which could accrue to him ? Calculate the break-even stock price. 

8. The following data is available on Stock S as on December 1 : 
 Cash Market Price Rs. 4,555. 
 December (Expiry) Futures Rs. 4,600. 
 Contract (Size) (Multiplier) for Stock 100 shares. 
Assume implied cost of carry of 8 percent p.a. i.e. 0.75 percent per month. 

Calculate the position of an arbitrageur, who sell 1 futures contract and buy 100 shares of 
Stock S at given prices, when stock price rises to Rs. 4,800 and price falls to Rs. 4,200. 
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