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Q1]MultipleChoiceQuestions.

1.Thistypeofriskisavoidablethroughproperdiversification?

a.PortfolioRisk

b.Systematicrisk

c.Unsystematicrisk

d.Totalrisk

2.A statisticalmeasureofthedegreetowhichtwovariablesmove

together.

a.Coefficient

b.Variance

c.Covariance

d.Certaintyequivalent

3.Anaggressivecommonstockwouldhaveabeta.

a.Equaltozero

b.Greaterthanone

c.Equaltoone

d.Lessthanone

4.Alinethatdescribestherelationshipbetweenanindividualsecurities

returnsandreturnonthemarketportfolio.

a.Characteristicline

b.Securitymarketline

c.Capitalmarketline

d.Beta

5.Theriskfreesecurityhasabetaequaltowhilethemarketportfolios

betaisequalto

a.One,morethanone

b.One:lessthanone

c.Zero,one



d.Lessthanzero:morethanzero

6.Accordingtothecapital-assetpricingmodel(CAPM),asecurity’s

expectedreturnisequaltotheriskfreerateplusapremium.

a.Equaltosecurity’sbeta

b.Basedontheunsystematicriskofthesecurity

c.Basedonthetotalriskofsecurity

d.Basedonthesystematicriskofthesecurity

7.Carrieshascertaintyequivalenttoariskygamblesexpectedvalue

thatislessthanthegamblesexpectedvalue.Carriesshows:

a.Riskaversion

b.Riskpreferences

c.Riskindifference

d.Astrangeoutlookonlife

8.Betaistheslopof:

a.Thesecuritymarketline

b.Thecapitalmarketline

c.Acharacteristicline

d.TheCAPM

9.Ameasureofriskperunitofexpectedreturn

a.Standarddeviation

b.Coefficientofvariation

c.Correlationcoefficient

d.Beta

10. Thegreaterthebetatheofthesecurityinvolved:

a.Greatertheunavoidablerisk

b.Greatertheavoidablerisk

c.Lesstheunavoidablerisk

d.Lesstheavoidablerisk

11. Thefundamentalanalysisisamethodoffindingout

a.Ratios

b.Valueofashare

c.Tips

d.Futurepriceofasecurity.

12. Whichanalysisprovidesasimplifiedpictureofpricebehaviorofa

share?

a.Fundamental

b.Technical



c.Ratio

d.Fundsflow.

13. Returnoninvestmentisdeterminedby

a.Netprofit

b.Capitalemployed

c.Networth

d.Netprofitandcapitalemployed

14. Investorswhousetechnicalanalysis,startcheckingthemarket

actionoftheshareifitis____

a.favorable

b.unfavorable

c.desirable

d.profitable

15. Whichanalysisprovidesasimplifiedpictureofpricebehaviorofa

share?

a.Fundamental

b.Technical

c.Financial

d.Any

16. Technicalanalystsbelievethatthepriceofasharedependuponin

thestockmarket.

a.Supply

b.Demand

c.Demandandsupply

d.Volume

17. Theopportunitylineisthe:

a.setofallportfolioswiththesameexpectedrateofreturnbut

differentstandarddeviations

b.setofportfoliosamongwhichtheinvestorisindifferent

c.setofinvestmentopportunitiesmadeavailablebymixinga

riskyassetandarisk-freeasset

d.setofinvestmentopportunitiesmadeavailablebymixingtwo

riskyassets

18. Consideragraphwithstandarddeviationonthehorizontalaxis

andexpectedreturnontheverticalaxis.Thelinethatconnectsthe

riskfreerateandtheoptimalriskyportfolioiscalled:

a.thesecuritymarketline



b.thecharacteristicline

c.thecapitalmarketline

d.theindifferencecurve

19. Marketriskisalsocalled:

a.uniqueriskandnon-diversifiablerisk

b.nondiversifiableriskandsystematicrisk

c.systematicriskanddiversifiablerisk

d.systematicriskanduniquerisk

20. SupposeyouestimatethecharacteristiclineforStockX.Youfind

thatthestandarddeviationofX'serrorterm is7%,X'sbetais1.4,and

the standard deviation ofthe marketis 12%.Whatis the total

standarddeviationforStockX?

a.19.0%

b.18.2%

c.30.5%

d.15.8%

e.23.8%

21. Therisk-freerateforthenextyearis3%,andthemarketrisk

premium isexpectedtobe10%.ThebetaofAcme'sstockis1.5.If

youbelievethatAcme'sstockwillactuallyreturn18.2%overthenext

year,thenaccordingtotheCAPM youshould:

a.buythestockbecauseitisunderpriced

b.sellthestockbecauseitisunderpriced

c.sellthestockbecauseitisoverpriced

d.beindifferentbetweenbuyingandsellingthestock

e.buythestockbecauseitisoverpriced

22. StockAhasabetaof1.0andveryhighuniquerisk.Iftheexpected

return on the marketis 20%,then according to the CAPM the

expectedreturnonStockAwillbe:

a.morethan20%becauseofStockA'sveryhighuniquerisk

b.atleast20%.iftheinvestorholdsonlyStockA

c.the answercannotbe found withoutknowing Stock A's

correlationorcovariancewiththemarket

d.exactly20%

e.theanswercannotbefoundwithoutknowingtherisk-freerate

ofinterest

23. Thebetaofthemarketportfoliois:



a.0.5

b.O

c.-1.0

d.1.0

24. Ifanasset'sexpectedreturnplotsabovethesecuritymarketline,

theassetis:

a.under-priced

b.overpriced

c.fairlypriced(ifithasanunusuallylargeamountofuniquerisk)

d.boththefirstandthirdanswers

25. Whichoneofthefollowingistrue?

a.Alphaistheslopeofthecharacteristicline

b.Alphaistheslopeoftheopportunityline

c.Betaistheslopeofthecapitalmarketline

d.Alloftheabove

26. Themarketriskpremium is15% andtherisk-free

rateis6%,ThebetaofAssetDis0.2.WhatisAssetD'Sexpected

returnundertheCAPM?

a.20%

b.30%

c.7%

d.3%

e.8%

27. Themarketriskpremium istheslopeof:

a.thecapitalmarketline

b.theefficientfrontier

c.thecharacteristicline

d.theopportunityline

e.thesecuritymarketline

28. AccordingtotheCAPM,overpricedsecuritieshave:

a.negativealphas

b.zeroalphas

c.negativebetas

d.positivealphas

e.zerobetas

29. Thebetaoftherisk-freeassetis:

a.2.0



b.1.0

c.O

d.0.5

30. Capitalassetpricingtheoryassertsthatportfolio

returnsarebestexplainedby:

a.specificrisk

b.diversification

c.economicfactors

d.systematicrisk

31. Themarketportfoliohasabetaof:

a.-1.0

b.2.0

c.1.0

d.0.5

e.0.0

32. According to security marketline,the expected

returnofanysecurityisafunctionof:

a.totalrisk

b.systematicrisk

c.unsystematicrisk

d.diversifiablerisk

e.uniquerisk

33. Accordingtothecapitalmarketline,theexpected

returnofanyefficientportfolioisafunctionof:

a.systematicrisk

b.unsystematicrisk

c.totalrisk

d.beta

e.uniquerisk

34. Whichofthefollowingstatementsaboutthemarket

portfolioisfalse?

a.The market portfolio contains both systematic and

unsystematicrisk

b.Themarketportfolioliesonthecapitalmarketline

c.Themarketportfolioliesonthesecuritymarketline



d.Themarketportfolioincludesallriskyassetsintheworld

e.Themarketportfolioisontheefficientfrontier

35. ________isalsoimportantfactortobeconsideredwhilemakingan

investment

a.Productivity

b.Marketability

c.Transferability

36. Allpersonalinvestmentsaredesignedtoachievecertain______

a.Risks

b.Objectives

c.benefits

37. A______istheemploymentoffundswiththeaim ofgettingreturn

onit.

a.Risk

b.Investment

c.Gambling

38. Investorswholookforachancetomakemoneyfastareknownas

_______

a.Businessman

b.Speculators

c.depositor

39. ________isataxsavinginvestment

a.Shares

b.Deposits

c.PPF

40. _______referstoappreciationofinvestment



a.CapitalGrowth,

b.Risk

c.Liquidity

41. Theterm retailinvestorsmeans____investors

a.Individual

b.Collective

c.both

42. ________Investorsconsidersecuritymoreimportantthanrisk.

a.Active

b.Passive

c.Aggressive

43. The_______objectiveistomaximizetheutilityofterminalwealth.

a.Shareholders,

b.Customers

c.investors

44. ________istheoneofthepartoftheinvestmentproves

a.Assetcollection

b.AssetAllocation

c.Debtcollection

45. NASDAQisan_______stockexchange

a.Indian

b.American

c.Japnes

46. Liquiditymeansmarketabilityofan__________



a.Assets

b.Investment

c.stock

47. NASDAQisfoundedin______

a.1981

b.1971

c.1961

48. ______marketispredominantlyanovernightmarket

a.Money

b.CallMoney

c.shortmoney

49. A________isanintermediaryto facilitateinvestmentindifferent

markets&securities.

a.MutualFund

b.fixeddeposits

c.both

50. NSDLisIndia’slargestcentralsecuritiesdepositorybasedin_____

a.Delhi

b.Mumbai

c.Kolkata


