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—t Chapter-2
_ Mavrkets “and Transaclions

Fnancia) Markefs: ‘
Ffoancial markey fs g Place where financra) gssets
ave _exchonged: 3t Con be defined as o mechanism
br.‘namg +69qe+her bugers and selers 0f financcalassete
_In ovdét 0 faciiate trading. Ffnancal marker 1
0f twe —iépes:' R T :
1. On4ve basic 03 merlurity oF clatm:
- 0. Money Mavker T 2 o -
~ Money rarket Qre 4vie markers Jor shor} ~4erm
debt seturiyie. Examples of money market securities
are . freasuvl pins, mankers. A cdeptance , Commercmy
papers and“negotiavle certificate of deposik Sssued

% 8.0vunmenp and 4tnancral fastitations.

b. Copital Marke} : ke )
" he capial mavker ts Yue movker dor long - term
debt and equity capital. qhe CapHal mavkel (Neludes

the stock wmariZet, “Hhe bond mavket and Hwe Ema_rgz
S

marleet. Companys and ¢ OvRrIment can Jaise £u
long. qem  |nveltment W +he, Capftdl markey.
Y) V) f

N




X Diffevance belween money marker and Gapial market

———

e |

Money Market

Capi4al Market

Market where Short

Markef Where long-

derm gecurities are {raded.

[ derm teedrtdies  Vare

—

R +voded- L ek
Nature Ot s Unformal marleet. gy fs Q -ormal markel.
Maturity. | Securiier having e [ Gecurities having \ite
8 0N \tear 0¥ \est%an Mor@ fwan one

\%nv qre
J

one~ \ear are traded.
J

tvaded.

Jnclvumentd qreasuny biug, Commeveial

; Common gYock, .corpom’fe,

baper toriificae o4 dejns’\t.

bord, Preferved <towk,

“etc.

governmental bond , €4
U

Risk Less R.’ska, More Joxke}/
Return Provide low oo '. Provide tign retum
PRI Y High tgquidh low tiquid:
lguidity gh Bqurey quidity

N\




2. 0n +4he Bas:?_(t)}‘ seasoned [ gecurity Jvaded: -
v

Q. Primany. Market

" 3k s fve marker for new cecurilies. 4we Securfty
market dransfer 4ue funds from Savers 4o fnvestors”
___ thwugh 4we primary warket- Hence, 4ve Aransaction of-
geCuvities fssued “Pr tve Lirst Yime okes place "n
s morket - ; y
gt Con be Sub-dfvided fnfo seasoned ana
Unceasoned fsgue. Seasoned fssue fnvolves Ahe (ssue
of move of an existing security which ¥ aiveady
dvaded {n e marker U wheread Unseasoned 135we
hove o Awick vecord. They ave issue of Commplete
New) Securiites -and are Oen vefevved 40 as inikig)
Pub\ C oﬁevmg. (IPOe) .

b. Qecondav;f Mav ke{-

"9t {s 4ve mavker for fne existing. securities.

_Gecond hand Securilies ave bouqm and Sord in thic

Mmorket - d's main funclion fo Yo bm\nde I¥quiclify +o

e buvchasm of secuvities. Ne’m\ StocK chan

( NEPSE) .1 an exnamble ok Secondawy marlee} 1=
Nebal J

=



—jl

% Diffevence between Primany marker and SecOndawy market-
U U

|

_ Boasgts Primary Mavker

——

Secondary M arket

Meon'-na, Marker where first hand

Marker where Second |

_Securiies are baded .

hand gecuri{ies ave

_ .+mded. '
Murbose | Provides funds 46 ue | Provide Fue tiquidity.
?scu\’nc% Combany. 0} the sewr‘-u
e ) U

Trangaction ‘C°m§’a*‘é ond Invesfor

Betuwieen £ vestors

between

Resky | “loss vicky More %icky
. A ¢ G
| Inﬁe\rmed‘C Undervoriters Brokoye
Price Fixec| Price Fluctuates, c‘\epen.ch ubon
+he demand ‘and su Iy
- Number o} kess 4ransactione - .
_Hransactiony | : -mfeian_sq&mm

N e



———

Diffevence bejween 0ya_o\mzed warket and Dver- e counter

019 Mareer

Dasis Orqanized market 0TC IYarket
‘V&m o} J
Soturities Fo\rmq\ marker Aoformmal arkel
Determinatoh By demand and Supply. %3 bgagfg' ‘ation
o} brice v A -
I
Commicsion ' Fixeq Negotiated
. i =
Cecuvibies | |ioted seCurHies are Unlisted securities arg
Jraded traded 4raded.
Locotion [ ' Lecation and +imin Physical locertion and
~ond for. "rrad\‘% ‘e dixed. | tthe s nor vxed -
"\‘fmmg ' A%\J{wheve can be 4vadeq .
Regisiration] Registered ia government| Regrstered in He autnon
>, “a h _dealer \ike NASHAD in
America. )
Speciolish | Theve fs shecialisk 1of | fhere fs no ey |
_ chutm&gg seeurities . 9?6(:\'0\.‘;’:. U

N



Other arkeds: ; - . 5% ' 7

—]

Broker Markeds: {he Organized markeis where bouy and Sell

8\~dz\rs 0t~ invesors ove executed U—}hmuﬂh -!he,
\§ cenced bﬂ)ker s broker wnarket:

Dealer Markeys: q gecurity mavkey mec\nomgm where .
Multiple cdealérs Post brices av wWhith

ore agreed 4o buy or s\ q speuﬂ‘c secuy.
€3 c\ea\ew moﬂdél, eg 0TC N]a-r\;e[.. - J

lbm\ Mavkets: A markel condiion. that Shows sec,un‘-k-ecpnw
are vicing. ong ‘nvestors ave building up
Confidenel N Yo market & bull mnaveet:

Bear Movkets: A bear marker 15 we oppostte 4o a buy
market - A movket condidion thar shows

geuridies brices AYe Aduning and nvestorcare
p@s(m.s\.é Qbout ne maweer Vs bear markek.

O




% fransaciions [Buying and Seifing Securfies:
IWhile. buking. ond sewtng securidies (Shares) \HVestors
 JOAY FO1oW one biV4he forowing osttion: ‘ : :
A Kong bosition — _ ag
2. Mavain burchase. ~
3. Shord Position o ae.
4. Qhort Sell 74

% \ong- bosHion and Magin Purchase:

ST Purdnasing. a - security, today with twe expectation
Jnar |s brice Wal increase Y fn e future T Caned
\long bosition and margin burchase- 3N long positions,
nvoslor nvest dotal kgquived amounk Fdtn’his own
bocket DUt {n Margin burchase hefshe uses (ertaia
"bevcentaqe OF ol “equired amount As loan o
Ydne bYG\aequ\,e, D . ' ~ g

)

Long PosHion:

RW\Q 0! Qg}um I Ho!di'r% Perioa Keturn (Hpg)

- (Ending Price- Beginning ?ﬁte.)*"b:”dma ¥ 100

nsm T\ O | \J
(bea:vgmo. price
Q" g

- (Gewing price - furchase price) + Diviclend . 4-00'
= XA

N ?uvchaw price,

\v




= (h-PR)+ Di_x B0 = i
fo ‘ ialy
= R‘PO 00+ Dy X-100— —_—
o ' jo : il
- CQP?*Q' Gain Yield + Dividend Yield o
X Margin burchate: ] ' —
Exambe: ' R :
' Ac. (o
~ looo shareg”
Po-50
I ' ) v
Own_Pocket moneé;: Rs-30 Loan from Brokerage Firm= Re90
Tnifian Mavgin IM)=60% loan = Yo %, '
or — Conateral + Rurchased eharet
Margin _Requivement- ___Toderest (1
: LW ) or i - i |

f)own Payment

N



). I} Po=50

Inttia) rnargm {imM). = 50-920

50 = GO0 %.

2. st s’mclk brce Jeises 0 Re 60

Actua) -Mavgtn (AM) = * 60 -20

60 = 66-GF %

3. 1% S'}OL\& \')nce decveases 4o Re- 20

Ac+ua\ Mmargin Mwn = 30-20 :
. 30 " =38:93¢,

«2_Attual Ma\gin (AM) = Po- LPS

fo

Where. P, - Market prce

Lpe= loan Per chare

ORv

‘\@\ua\ mar,qm (AM) = Asseds — Debhk

Assots |

whm,

l-\(;ge*s NX o

beb\-\t.oan = NXPo (2-1M)

= Number of shaves

\‘



% Mainienance Mavgio (MM) :

——

—

Oy {5 e mintmum  actual mangin quoted by the

—

brokevage Hvw. St octual mamfn Udecwrdases e o

decvease fn Stotk price and “fouches OF fait belowd

Ahe maintenance margin tevel, e ‘om\cqxo.qe,A rm caiu

4ne Savestor wohich & caned Maxgm catl-

2 Margn Call_Price [Trigger Price (Tp)= 4-I™M s fo
. 1-MM

wWhere,

1™ = fnitval Margn

MM =' Maindenance Ma

B - Be}rnnm;‘. Price 1Purchme Pm.a

Marain Caul Value | tinimum Cetlater) = D?);-\-.\\_oar)
J ‘

A~ h{a;n&nanm M‘mag

Dec: sion:

. I8 AM (calculated) 2 MM (Gwen) —> N0 Margin Call

. 1L AM (Caleulated) £ MM (Guen) —> Maf,gm can

0R,

. I} Actual Siock brice (P) > Trigger brice(TP) > Nomami Qi

.1} Actua) Stock price (Po) & Trigqer price (T7) > Margin call

N




4 Margfﬂ Purchase:

~Hordling Portod Returo [Rae of Rekr (#F8)

c (‘Ene\m& Price- Qgﬁ{nn"n{j price)+ pvidend - Snferest 0

B%mnm&_pjﬂilmh\maw’n
A ’r
‘_('P_L‘ PO) +D "I x 10o0_-
: Pox ™M

(L

Po-Fo +D0- T 4 100
BEPS =

Where, ‘
B - Qelling price \Oef'ghqre_

P, - Purchase brice ger share

b pDividend

I = \nterest

REpS = Deginning Suity /Pér shave'
J U U

.NO"Q‘. L

Rejurn on margin purchase vy alwasys be higher than-

Under long position  becawse wmargin Burchase qiows +he

[Nvestors Uto 4are the qdvan«}use. Cof J\everage.

N\




Mol | o
Problemy Q.17 )

i

\QE_Q‘__:"” Bl e
—___ Quwn: Zong

Posttion: T

——_Number of shares (V) = 1009 shave

—__Begdaning- price ()= Rs.500
DYvidend (B = 0

@ €nding

vice (R) = Rs.600

Kate o} Return (HPR) = AP+ D

g 4(4‘.“’. :

= GO0~ 500-‘-0 y‘|'on :

500

=3 9.0%'

(®) Ending. brice (R)= Rs-500

Rote of Return (wP0): P BiaD, oo

500 i

= 9

(Crﬁdin% price (ﬁ)': Rs- 400

Rote of Reum (HPR)= Pi-BoAD

-_—*mn

o

\‘



L{00-5'00+D 100
500 e

"

=99 %

Roblem 2.9

Soff

Given:  Long. VPosition:

1}.1 AEEE

Begtoning price (Po)= = Re. 200 -
Dividend (D) = Rs20

Endtng Price (R) = Rs. 230

Rate o} mumm:»m ?

Ne knovo twat,

Rote 0§ Return (npR)= P -Po +D

%mn
i
- 9230-200+ 20 X 100
' 9.004
S =.. Q% %:. )
Problemy 2.3

S
C Given:

Numper of ghaves (N) = 100 shcme;~

Roginning. price (R) = Re-40

$niial wargin (EM) = F0 Y%

Deb} \‘LOQY) =~ NxPo (1-1M)

= 100X40(1-0-%0) = Rs. 1900

\‘



I3 stock Price moves Ub +o Rs.65

Actual mq@n (AM) = q;se+; - loan |

- 'Assets

100X65 — 1200

- L00XLS

n

R1.84 %,

T e stock Price decreases 4o Ri-30

Actual Margn (AM) = Asseds - (oan
\ graatiic .

Assets

'= 100X20- 19.00.

100% 30

= 60%

1§ slock brice decveaser, .margm also de treases .

i
5

Problemn 24

So”

Given:

Peginning. Price (P) = Re-600

Mavorn —Requivement (sm)z S0%

Tnierest %ute t) = 8%,

IY]aindenance M‘ar&‘m (MM)= 3%

‘\ -



Q. Lonﬂ— Position taitnout ugm,q. mm;qm

Fndmg. price ()= Rs 00 =

Rote of R\ehxvn (MPR) = P-Po4+D, @g

'PO

. 800

1. b’f Yo

o

L(mg Position us\n,q- Magio:

ERRERERRARNY

() frigger Price U'P)

qny

-1M .o
=M~

1- 050 4 pa0

1-=090 "

= Rs- 49%-5%

1§ dhe stock bnce

s below .Qc uq.gstf mves{or \om

Receive g mm;‘:

n ca.

(D End\ ngn price (R)=

Rs. aoo

Rate of Rer\um(ﬂm : Bolins T

BxrIm X

= 300- 600+ 0 - 93-

Q0

bO0X 0.50

= 24:33%

)

-



Wheve

IT= Nxp (4-t™M)xi

= 4 X 600 (1~ 0-50) X 0-09
:|.

¢._Keturn on margin burchase is always - higher +han tong.

position because ' margin burchase alows +he. Y

‘nyesfore 10 40ke +4ne” advantage o} leverage.

Problem 0.5

So

Given:

Number of chaves ()= 300 shares

Pegianing prce (R) = 400

Loan | pebt = Rs 40100

\nrevey} kate )= 2%

0. Inottal Morgin (IM)' = Asceis —loan
A Asset¢

(3]

200 x400 -40,000

300X400

ce: 61 7.

Henee, +1e maryn in ¥eraccount ahen she '%rs\- p\\‘?chosec;
1

e stock  ts G6.6T Y .

N



b. 1§ Stotk brice fans Ao &s 300 ker share by whe end sgdte

yeav. 3
Acjual Margin €Am) = Assefs - \oan el
: i ' Asseqs sl

- 200X200 - 40000
- 300x300 t
= 55567 il

—

Since, -the dcual margin (SS-5b7) s bigher than e
Mainkenance margin (gov) she W NOtk geocewve Q-
rnar,cpn Coll. ¥.

C. Beginning Value (8v) = 300X 400 = Re. 190000
Ending. Ovalwe (Ev) = 300X 390 = Re. 80000
Tnderest (1) = 2% of 40,000 = Re. 2200 '

_Rq-\e 0} R&um (HpR) = (EV~-1V) +DV. "I“m"ymn
S RVX IV
- (30 000 190000) +0 99.00 h/' “')Q

190900X 0.666%
- - Al1.50 ;/_




Problem 2.6

30!‘1

Stven:

Number o} sharet () = 200 shares

Qeginning- price (R) = Rs-100

_favhal Mavgin (tm) = S0 7e

Matnienane: tjagin (M) =30%
Triqqer Pace (tp):z A-IM o
. s
= 1-050 %100
1-0-30 _
= Rs. G ) , id

|
|

Since, e stotk Pprice Fons 4o Re-60 Whidh te \ower Avan |

qriquer price, tqr. Sharma Shauld put an additional

\nvestment of Ks: 99R6 (?!-QB-GO)XQOO}r\-o'mmhm_%

e margin in 0ctount-
A=) .

!

Provlem 2%

So!"

Given:

“Beginning. Price (fe) = Rs-500

0wn pocker money- (Equity) = Rs-50000

Loan | Debt = Re50,000

@ota) Assets = Equity+ Debt = $0,000 450000 = 100000

" gnterest foteld) = 87"

NS




|

Tnitial Mavgin (tM) = Asseqs-loan . 100000~50000
o Assers 400000 =50 9% thi

9. If the stock brice Rises by 10Y,

Beginning Valve (8v) = Rs. 100000

Ending. Value LEV) = 100000+ 107 &f 100000
N = Re-110,000

Inferest (1) = 2 st 50,000 = 4000

Kate ©f Return (4PR)

bl

|

EV- Qv 4 Div. - Interest
ByYX TtV

140000 - 1000000 -4000 oo
100,000 050

X100

"

12%

b-_Maintenance Margin (MM)= 207.

Triger Price (T = §-1M 5
o B T
= 1- 050 v S00
1-0.307" 77"
= Rs. ‘551.1_\{
1§ e stock brce Tans  below Rr.-

35791 f
Lot - Jreceive a MQVR{“ can. i i ‘nV’QS"'DT‘
N

.



~ Provlem 0.2
oy

o)
Given:

Nuraber o} ghares (m = 5000 shares

Deginning brice () = Rc 200

Tntfial Moamin (M) = 55 %,

Injeresy kate th = 1G5 v,

Dividend per share ()= Rel0

a. Ending Pnce (P) = Ke-400

“Rake o} Retun (W= Pi-P¥D-T o

Poxtm "~

= 490- 200+ 10~ =225y 199

200X 0-85

= 5429 %,

where,

, Ti= - NX Po(l'-IM)XL.

= 1X200()- oss)xo S
< 0. Q‘S

b. Ending Price (B)= Rs900

Rote of Return (APR) = P; Po+&>L ~5 y100
' Fo X IM -

L= 200- 300+10- 2098 00

200X0.-55

QXA

©



C. LOn% bosition: G
Ending- brice (R = Reyoo

Rode of Retarn (1pR) = Pi=Pok Du_y 100 il

s , S|

"z A4w0- 3oo+10,(‘00 i

300 X

T %669 % s

Ending brice (p) = Re.200

Rode oF Return (her) = R-po+Ds

JIlnﬂ
. 3
= 200-300+ 10, .
100
200 A
Ju Y
P. = 200 _ ;
Margin ?imhase \ong positim.
P = 400 5447 . 360ix
Py = 200 -GbRI/ —’50-/

14 he Stotk bme Inereasec, margin rpurchate Jesults hrgher,

Pt Hhon long. position . but if Hhe stock prce.

‘decrenses ma\’;\m burchase Jeesulqs into 2\‘0\\1\% \og

“han \on} po;\hon 'he mar;kn Durchate i mm%g\tﬂ,

-Man long, {)os.‘khn oy th purchme

NS




Problern 2:9

ey

Given:

Number o} sharee (N) = 500 shaes

Deginning. brce (f) = Rs:100

Inital mann (£™) = o Ye

Q. Debit palance (pent) = NXPo (1-TM) |

= 500 x100(4-0 ’40)

= Rs..4S, 000

b Equity Capital = Assefs - pebl

= (500x100) ~ 15000

50,000~ 15000

= Re. 35,000

’ 021

Equity = NxXPo XTM

500%x 100 X 010

AL

Rs. 25,000

C. Actual N]av;rn (AM) = Asseis - Debt

Asses

- (500X 160) — 45000

500X 160

= 21.95%

"



T I 5
I a3 -

e S —
Number 0f shares (N)= 100 ghaves

_‘*::_ %ﬁvm- jmce—(_—‘ TR A S
ling- pice (R) = Re. 135"

i Inifial Margen (mﬁ 25 /-

Kok o} Return:z Pi-Po X 100
* FoXIM )
: = 195-190 100
100X0.25"
= 200 %

- Jnitial margin (M) = 50%.

RAE o Rewwn s PoF g
Po XIW ™
z J345-100 v 100
v 100x 0.0
= 180 %

i, Intiat rqma“n Lem) = 454

Rate of Reur = P %100

PaXIM ™
\‘




—_ = 145- 100 v 10»0

St 100X 0.95"

= 100 %

b. Ef\dm& Pace (R)= Rs 35

1. Inia) Mangin (IM)= 96y,

KQ'IQ M R‘d'u") _: -Px*Po v 100

PxTm A

35-160 . T 47

JOOR 0957

Dy 100 '/o

- Initial Mavgin (1) = 50%

Rate of Retwn= PP o0

Pox £ A

1

F5-190 v 100

lo0x-s0™

"

-50 %

li. Initial Margin (1m) = %5 4

Rofe of Rekod = B-B 100
C Pxmm "

N



35 -~100

00

100X 0 19
= =-23-%%%
= : IM-=025% M= 507. IM=%Sy,
e P1= 115 300% 1507 100%
Pz ®5  -looy. ~50%. -3333%.

34 e Stow price ¢ focreacm \ower (nitial Mhavgmy.
Jeesults bhigher broptr and 1§ Ave’ stow price e demea»mg_,
lower \nitial mqin»m sesults hmwee foss”

d. 3% Tavesior has do poy commiss®n on margm Aransadte,
He %ol 0f %etuvn oin decvease. In-ve Same way,
dividend \nwme will ncreate. de %afe 04 Jreduvn ane
Inerest QxPenst Wil decreate -the %qie 0f xetuvn.

Problem Q.14
Sqo" _
Given:
e»ep[ﬁnma. Price (Ps)= Re. 100
Number 0f shares (t\) 500 shares
rbegmmng. volue (Asse}s) = 500%X100 = Re-50Q00
Ouwh_bocker money (1niia) fuity) = Re-34,500

\oan'|Debt = aztes - Equ\\-'y 50000 ~34SW0 = RIA2500
Inttia)l N\qrgm (1M)= BAS00 T 5.

'50 000
‘ A 4




|

Toderest e\ = By,

e

: (alCulalion 0f pevcentage Increase i Nej- wWorth { Equity)
No.ot  shave  Valwe of Equity Tual .
charesl)  Price  Ameh DO - Asepodtt  Guity  Change 7. chonge
%oo . R0 55000 1925000 49500 3jsw0 45000 s =133
500  R-100 50000 12S® 23500 33swo O 0
500 R:-80 45000 19500 29500 34STO -5000  —13%3v.
e %aje o] %etuvn 0N margin {s Whigher when Ae Steue.
Dvce s _bhigher qE Ond aud e ‘decreate W Stoue Pve decreaes
e ber entoge %eurn. Y a

b. Ma':ﬁ-\QMnce M\argin (MM)= 25%.

Teiqaer brice (TP) = 4-IM o @
AP -V "
= 1- 0"*5. x_‘nn
1-0.25
= Rs. 233.2% %

e Slock pace Can fall 40 Re-33-23 Yo oer & margin cail.
T Fyr J

'

c. Snvial Equiyz R 25000
Vs

Tnifal tavgin (IM) = 25,000

50,000
N

= %0 %




Trigaer brice (Tp) = 1-1M )

A
1- 0-50 00 ' ‘

1

1-0.95 "

Rs. 6. 6%F

The Motk prce can fau o Ru6eed 10 ger G magv
Cou- % " S ,

—

d.  Toderes] = NXP (1-1m)x1 : ' 2y ) v o

= 4 X\00(1-045)X0:08 =

Rate of (‘eluvn R Y Y‘\OOA |

Bxrm
L R0
Rate of (‘Q«\uvn = 110-100-9 %100
100X 0% = 1061 .%.
-~ Ww. .3 P=Joo V
Rq-\e o} ‘{g‘u"\ = 100-100-9 x'\oo
JOOXO-’h' = 067 %Yo

W, 1 B:90 e '

R‘Q‘R 0}*@1"" : 90-100—9. yl00 - = “JQ %

0oy 0-%s

\‘



B L —

Poblem 2.9

90']“ Ay - - L —— e T SRam—

Gy e

—— et

__ Number of ghares (V)= 900 sharei” ~ ™7

Deginnt 8. v\ce LP.)- Rs- 350
Jnitial Mavgn (UM): 80% —  ~

M aintenana N]omm (M) = 30 /%

H he stock brice decrease 4o Re. 250 (R)

Actual Conateral (Astets) = NXP. = 200x 280 = R¢-50,000

Minimum Coatral = Dept 44000
: 1-™MM © 1-0-30 =Re-6935HY

Khere,
Debt = NxX P (1-1M)
=' 200X %5p (1~ 0:60)
: Re:44,000

Sine, the acfual conaderval s less than minimum couaieral
the lavegior (pin keteive 4 snarAti. Al

4




Problem 2.1%

Sq"

Given:

Number of chaves (N)= oo shares

be/q»mmt\p‘ prvice (R)= RELGO

Mavgin (fnitial) W)= 607

A nnual Dividend Per shave (D) = Rs‘l '

V-ﬁ\'muc\\ \n'\ﬁf’e.ﬂ ’ZQR D= 87

Roe o} Reduvn - Pi-PoaD- Ivmn'

~ (6-menths)- Poxiv . it
- Q08-160+2-286 9
- 10X 0:60
- “g'g"‘g Q/‘
Wheve, 4

Six. month dwidend = 2.X 64, = Re.L

n

Six. month !MWHI) NX Py (1-1M) X1 A X %o,

X160 (1-0.60)X 008 X 840

') ll

Rs. '2'55

Atmuo\ ze¢\ RQR.W’{ Qe_-}uvn RO AR -

= Yg-33sxo

i

= 3636 v

N 4




Iob\em L

gq\

Glven:

Number 0} sha&s (Nj = 300 shares

beginning bvice (R) =.R¢.550

Intial Wargn (1M)= 50 v

Four monhs dividend = Re.15

Annual wjerest Lage (i) = 9.

Maindenance Mavpin (mm) = 25 7

0. Toiyial Volwe (Ace) = VX = 300X S50+ Rs. 165,000

Debits Balance (PebD) = NXB{3-rmy
: ’ - 00X 550( t- 050)
= Re- 20500 q_partrd
Equity = Assefe- Debk i
R 165000 - 82500 1 AR
- IZ‘C-?»Q.SOO ¢ Negd BT v,
R -
Equidy = NXF XI™M
I U . 200x550X 0-50
b Rs 82500 |

N 4




b. )quu\q\iou .o'i Adual Margin: -

Ne. 04 shave, (b AM = Assob-Deobt 3
Shares ()  PdcelR)  Asek Dowt Ascers Remarks

9% 450 135000 82500 2283, Rostricted
300 300 210000 goqm, QO WY - Excess Equity
%00 350 205000 B2500° ' 9pysy - Margin Call -
C.

fota1 Dividend Rece.fved &-monhs) = 300X 16 = -Rs-qsoo'

((-b‘h\ { nrerest ﬁ?atd (q.mon‘\hs) = gg}lsoo'xo.osxlf/n: RC-Q.H’:‘S"

4.

i Ending Prico (P): Re.Sog
m%’n&, \olug = NXP, = B0X500 = R 150000

i

Rare of Return = Endg Volue— @t;qmnm,q Valug + Div. - 5010?3!'
(4-months) _ Beginnmg valwg x 1™ %199

- 150000 - JE5000 + U500 - 'l“”rgmn
165000 X 9-50

= =15-9% %

Annualized RaR of Q@uvm -159%y. X35 -y3-19 %

. N



Endm,q- brce (P) = Rs-600

Endm% value (Ev) = 300X €00 = Rs. 120,000
Rote of Return = Ev-evapiv.- Tk, | o
(4- months) By IM i -
' = 120,000~ 165000+ 4S00-AUHS5 4,0
JBSUOOXO S0
= 20-QY Y.
Annualized Rode

Q@)qm = 90.64/ X3 = 64.99

End.n,qu price (£) = Rs-F00

EndmA_ value (Ev) = 300)(:\00 = Rae 9_10,000

K‘HQ 04 R@}um Lnd«;p\ra\ue bg:rmmng, \Volue) ¥ Div- - IMCYQ&\"

G ngmm%,q, value X £

= 210,000- 165,000+ YSQ0 - 2udS wnn

1G6S, 000 X 0-50.

:‘ 5"‘ /o

Annyalized R‘q{e. o} R\e«}uvn': STZLR3 = 1y,

\




Problem 0.94
Sop
ﬁ‘wzﬂ:.
Begioning price (R) = Rs 100
3“\'\:0\*401%0 M) = Soy.
)= 207
vz 107
[N) = 1000 shares
(P) = Re-190
Q. Lona bogt{ion wetthout us?né Wavain. -
> U J

Rote 0] Refur

Ph-f+D Y100
Po

190-400+ O\
100,

‘: Q.O‘/,‘

b. Long bos';-hon Uging Marain:
- F S Gl

P\qk o Retum =

.?"’.PO'\‘D-t Yan

RxiM

100-10040-5 %160
100X 0-50

20Y%

where,

Lz NXP@ (I-IM)X\. =

1%100(1-0:50) X 010 = Rs.S
N



A balance sheek { At Beginnit )
Assels (000X 100) 100000 Deb}_ﬂ) 50000
' Buty (8al.6a). 50,000
oo 'O O 766005
— e ——
(abere,
Dot = NX Po (4-3IM)
= 1000X 100 (1-0-50)
= R$-50000
A 3b olotk bace Increases o Ks- 110
: Bavance  sheel
Asseds (1000%310)  R-110000  Debt 50,000
' D 60,000
He6eD Y ¥ < 110000
— ey
iy ] S10Ck bace decreases 4o Re-90
‘ Dalance sheetl
Assets (000X g0) 40900 Dept . 50000
' &uﬁn-(%ﬂ\'ﬂa-) 430000
99,000 J 90000

N



e. 1§ dwe Slouk brice decveases o Rs.R0.

. Acjua tﬂ_m@n (AM) = -5952{;.- Dept
Assete

= (1000X20) - 50,000

1000y R0

=215 %

Stnce, e ackual mavgn (2762) Fs hiaher dwan 4ue mmomun

™M oRNANE Mamin (a5y), e iInvedor toill ok fkecave a .
mﬂ'%“ﬂ can. N ; o BOE X P, ]

1i.

1?133er"g\¢g (J'p) =. 4=-IM _p

: L

: 4-080 v 100

100802 -

= R\g,':“.us »

Since , e Steck price (Reg0) T higher tan the triqger bme
Re-H:up, e westor win No+kewve a maga can.
! U :

._\v




¥ _Shory Posiion and shert seliin

Selmg e SQQU"‘bQ— to With an expeciation 4nat its

price W dEcremie in g future Ts shork posrlion or Shorte!

'R Short sening < made due 4o clamities ('H“ﬂ's' Hﬁ?)

* Fivst sen .q!# and bu» at lower lphc.e

® Short Hion:

Rote of Ke*um (HPR) = Be,qunq value - Eno\'mvn\ue - .D\v.

Be;\nmm Yalve AT
(Belqmmr;q p.-\c_o_.. .gq price) -_Dmdgnq
Bep(mnmg thQ. .
5l Po-p -D v 100
: X!

R

Wohere,

Yo-: nning. (short sen ) price

Pz Endmna V( Purthase ) prce.

D = Bividend ?)q\‘d ‘o lb-okexdse ym,




x Shory Seling: -
“Chot SPimg, TS due sale of security 4nat {s ot owned

by Jhe seuer Vor that -we cever has) borrowed - Shord selimg
¥ otivated oy tme. belte} twak g Securilys pricé eoin U

decline enablitds it be bought back ab & lowrer ?*RQ"l'o ;

wnake X)m,&ik- 5 ke

Rq*eo&fz\ehm' ogoning \alue - Endmg value) =D, +1

» @—%‘“’?“8 g - Endmg prie) =Dy + I yi00
TN T Begmnmg bme X IM
: J U’

PO = Px s D;"{' rL {mO

——

V)

PoX IM

Actua Morgin ((Am) = Asseds- Debt
V Dewl

Where, s i

" Debr: NXh

Acets = NX Po (14IM)

nNote: i
i. 3§ Am (cawulated) > MM (Gven) —> No Mavgm call
w1 AM (calcurated) £ MM (Given) 2> Mo call

\V




'anqe\r Price (TP = 1+1M o p

+MM T

Decizion:

. M R&Tte  — Nomagincan

9. £ P 2TP > Maginan,
U

Ma‘g’\ caun Value . rf\:nfrmm Congieral = ‘ Asse}s
A+ ™M™
X D\Hevenco. in Lormula o long pocition and ghort boﬁh‘on
LO“QAJ ;)osrhon $h0f+ pOSﬂ'Im
HPRLD.: PL"PO-\'DV!"Q nggp PO"!]. D\Ilﬂn
' » ?o o
HPRmp = P -Pe +D'Ivgnh WPRes = P°"P.L D+ T %100
e FoXIM ' R
ANy = Asseds - Debl " AM = 'Assets- Debt
Assets Debt
TP 1-1M xFo " Tep=s :14+8M ,y\-Pn '
: _i-My 1 tMM
Marg'm can Yglue = Debt 'Mma«‘n can Yelue = _Assels
mum toateal)  4=MM 14+MM
Acse'fv NX® (1+1™m)

Assets = NxK
Devj = NKRU-tW)

mb‘\' = N R?x



Foblem .15

3o’

Calculation oF Raje. o} Rekurn-
Boginning- P Endmng pvie. Rmz o} Refuvn = J;Lq(.lm_\

Ay (P

500 300 = NoY, -
500 400 20Y. s
500 ol §0p- i T O e
500 800 -90%. ¥
~ 500 o0 ~Uov.
Problemy  2:16 -
So)
Given: ‘ e T L1

‘be,qmm'nﬁ. pnce U’o) Rs.600,

Numbe.r o} ghares (M) = 100 Shares

4. Repurchate bﬁce (ﬁ) z Rs.‘-}oo (_s\no'ﬂ sen)
NS I

Loss = NX[%-P) = 100 (£00-%00) = - Rs.10000 (Lose).

b.-  Aona bosition
Ending price ()= Rs-350

Gain = NX (R-P) = 3'60 {4s0-co0) = Ks'-&S‘poo b

N



C. Short Sen:

Repurchase price U’;) R:-450 -

Gatn = Nx(f%-ﬁ) z 100(@00- 4S0) = RS 15,000

q. Lon(of botition:

End o price (R)= Kc 600

Sain= N (R-R) = 100(oo- 699 =0

Problem 2.1%

Sl

(bogtmm,q, Price (R) = Rs-us0

NumberYo - shaves (W) = 200 Shares -

Tnitiar Margin (1) - 60y~

Balance sheek (Sattial)

ﬁsset* (200 shaves ® B4s0) 90000 Debr (yoy) 26,000

Equity (60x) 54,000
40000 ; 90000

Balance sheet ( 5f stoek Price increases 4o Re.gao)

Assets (200 shawm@ 600) moooo Dokl 136,000
i Equ.-}g, > (s¢) 2000
120000 120000

Cquity = Ascons - Pebt = 129000~ 34000
T

. = 840900




Dalance sheet  (Additional 300 s\wares 1M=50%)

Assels (500 shares @ 600) 300000 Debr 150000
Equ-\g,(sw) ‘ 150,000
300000 - - 300,000

oo Addtian@) Lquity = Rs.150,000 - BYPOO . WG ol
TV Re6000 ¢ e

Rroblem 2.8 R | T : :

QoM

Given: Short el

Number o4 shaves ()= 500 ghares

Doginn g, puee (f) = Re:USO

Tnrial Mawgn (IM) = 85 .

e iEor OO (b 5 A

Tﬁqqer R—.ce (T?) =AM % Po

A+MM

+0‘s§. v uch

o

14095 0 T

Rs. ‘31&»64-

Ak

1%ince e S’A'ock price (R£500) is less +an 'rmggu Price
Rs 5l6.6% , the nvestor Lol nor feceive a Fomgtn Eall

1 N Shord Pos\’noﬁ

e




“Problem 2193

Sop

)
i

Qiveryy  Chork Qell:

Number of ghares (u) = 1000 shqre;

Degioning, price (f) = Rs-400

10¥ia) Margin (W) = 50

Ending. bricg’ (R) = Rs-500

Divictend (D) = R¢-20

Q- Aciual Margin =  Asseks- Sent - Dividend
S . ‘

Dépyr -
- 600,000~ 500,600~ 20,000
500,000
= 16Y
vohere; : . W
Assets = NXPo (1+IM) = 1000X400 (14 0:50)
_ = Re.600,000
Debt = NXB = 1000X 500 = Rs:50000Q

"

{000X 20 = Rs.20,000

b. &inee. Actual 'ﬂar{q\n (36y.) 15 lower twan. man-\e.name_

margyin (20%) , MF. ga\o\gom Lol Yeceive Q mqvﬂm cau.

‘T



¢ Rate of Refurn

n

PO‘P; = vmn

Roxtm
2 4060~ 500- 20«\00
ﬂooxoso
= Q0%
froblem 2.90
S
Given:

Number 04 chaves )= 190 thares

Beginning. brce (R) = Re-50o
v) T e ;

9. JInitia) N]arg:n (IM) = 50y,

CHEEL LR

_!‘n.ha\ w\arﬂ.n Deposit = Nx& (14 1™v)

( &eammn&value) T 100XS00(1+0-50)

= R;-‘avspoo
. OR.
Initiaql Mm&m Deroﬁl"'-‘- NXPxtm
‘ = 100X 00X 0-5p
: R$-9500p -

b. Ma'ﬂ"renanc.e Manqm (rfm) 30%. .

Trigger bnce WERTSIVEY 0

|

1+MM
\‘




= A+ 950 , 5gg

140207

= Rs: 5%6-99

The Siock pnce can increate 4o Rx s:;e,gz before g chp,.:n,
cai. :

C _End-'n,q. price (R)= R:-qod

Eq“‘*}l Asseh- Des,[-

= NXPo (1+3M) ~ NX P

2 100X 500( 4+ 6-50) - xooxqoo

=R 35,000

Actual Margin = A4ssets - Debl

T TR R
= "$5000-40,000.

40000

= G ® T

Since, actual margin (815y.) s qreater than maimtenance.

matqm L%oz) boe LSt -“M— .}tew‘wélq margin call.
S|

d. Rate 0" KQ‘}W“— Po P; D X100
) Poxtv

= 590-550-95 yi00
500X 0.50 :

: ~20%

e



Problemy 2.91
o
Given: Short sell
Number 04 shares (N)= 190 shares
RDeginning. brice (f) = Rs-500
e Inilial Navgin (IM) = 50y
Maintenance anm (MM) = 35 /-

q Trigger Price (TP) = 1431M x_Pa
ENTIGIV

1+050
13025

Re.585:-56

: j{ +he siock pnce. rises above R$B55.5b, e investor
il Qet G mavgin Caly.

00

;‘

b Calculation 04 Rate of Qe«um :

Ending. Price 4'Beé;nm& Phc!?- | RQ'lt’. o} Retumn: Rase ﬂ%m
SR o e e B (wghw\ Mogin) - (uoith Margi)
= B-Pa. vmn = P-R XA90-

: fo | PoXIWM'
000 500 &% 08y Shd
200 500 bo v gov.

N




Avo 500 920 40 .
500 500 0 o
690 500 ~ 90y, : -Yoy
W ®ao v Aoy T 20/
200 500 — Q0% AT 1207'

Problem 2.92 .
qu') : I XN Mg i
“Grven:
be;\mmqq brice (o) - Qs 250

Mavgin Requivement (1) = 50 .

MQM-\QMV\& N]ar,q"n (vm)’: 307,

a. s\mﬂ \)os tion toith 100y, Jniial Margin

n,o( pnce (R)= Rs-200
Rorle. o}_(ekum = B-P 00 !
‘ \ Po IA)
jriasd’ AT 47 Z  950-1000 x\00
) .1 250,
= 20 '/o | |

N



% 'Tﬁgﬂer Price (TP) = 141M _ p
o MM

- 1"‘0'50 v QSO

1+ 0.230"

bl L

= Rs- QRR.5

1§ iue Slock brce Kises above Rs 9885, e \nvestor

_Witt_qet a mamin cay.
o J .

2. Eoding price ()= Rs-00

Rote of Refurn = %o- P 100

I

A

9»50" 900 2 !ng

. - 050X050

— L{O y"

.';C.\ﬂ'..'-_‘p Q',,:‘ ‘ ) ] ] 0

C. The rate, of veduvn with S0v. \65&'@\ margm. v hn‘he,}

becawse 1t Can dake e qc\\mnhge 0L Tevoroge ~ ivp
T B J

2hor} seliing..

U

\V



‘Prob\em 2.9%
S
Given:
Number ot sha\res (N) = 500 shqm
Begmn-og. price (fo) = Rs. 120
fnltial Mvain Deposit = Rs. U 5,000
tnihial N\%\rgm (IM) = 45000

500x190 = 35 v,

a. Colcuraion of Raje of Retuvn
Eﬂdmpﬁ?nce, (588innmé Pre RQ\C of Reﬁuvn = R-A
1P (DX : PoXtN
130 1990 : -12.33 4.
190 y 20 0
108 190 ; 13.9% v
b. IYIain—}enavica Margm (Mm) = 257.

‘\‘n,qe\er PruLQ (rP) = 1+aM o

Y TVEAN

14+93S L 400
14025 "

Re-16R | :
I} the stock pme. Yises above Rs. 142 ,-+he Investor wiy

"

qel— Q mm-mn call.

\v




__C. Calcuiaiion of Rate of t{e-’:um;

i Raje of Retusn
Ending Pice  Beginning Price  Dividend Po=Pi-Diywo
(%) Sy T Rk |
180 190 ) = \ =166 7 :
190 120 B et o S 33Y.
108 100 oo 3 10 7.

W






