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ANSWER ANY FIVE (05) QUESTIONS. EACH QUESTION CARRY 20
MARKS.

01. a) Critically analyze the role of stock market in an economy.
(12 marks)

b) - As a student wit-h‘ knoWledge of money & capital markets propose 8
(eight) guidelines to promote the local investments to Colombo Stock

Market.
(08 marks)
02. a) Differentiate the short term and long term investment instruments used
in money and capital markets.
(10 marks)
b) Analyze the impact of high interest rates in money market on the
performance of commercial banks. :
(10 marks)
03. a) Assume that one of your friends has decided to invest in Colombo

Stock Market. Advise him/her about the steps that he/she should
follow when investing in Colombo Stock Market.
(12 marks)

b) Briefly explain the role of leasing companies in an economy.
(08 marks)




04.

05.

06.

b)

What do you mean by Central Depository System (CDS)? Explain.

(08 marks)
Explain the role of a stock broker company.
(07 marks)
List down five stock broker companies.
(05 marks)

A 14% Rs.100/= Tre.asury bond with a remaining maturity 4 years is

selling-at Rs. 94/-. Calculate its approximate yield to maturity.
(06 marks)

ABC Ltd. is experiencing a period of rapid growth. Earnings and
dividends are expected to grow at a rate of 18% during the next 3 years
and, at a constant rate of 6% thereafter. ABC Ltd’s last dividend was
Rs.1.15 and the required rate of return is 12%. You are required to
calculate the value of the stock today.

(14 marks)

Write short notes on following with clearly bringing out the concepts and

meanings.

a) Securities and Exchange Commission (SEC).
b) Stock market indices.

c) Primary issue and Secondary issue.

d) Credit rating.

€) Micro financing.

(5x4 marks)
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Table C : Tabl

e of Present Value (PVF,

o)

Period
n 19 2% 3% 4% 5% 6% 7% 8% % 10% 11% 12% 13%
0 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000 1.000
1 0.990 0.980 0.971 0.962 0.952 0.943 0.935 0.926 0.917 0.909 0.901 0.893 0.885
2 0.980 0.961 o.o.@ 0.925 0.907 0.890 0.873 0.857 0.842 0.826 0.812 0.797 0.783
3 0.971 0.924 0.915 0.889 0.864 0.840 0.816 0.794 0.772 . 0.751 0.731 0.712 0.693
4 0.961 0.924 0.889 0.855 0.823 0.792 0.763 0.735 0.708 0.683 0.659 0.636 0.613
5 0.951 0.906 0.863 0.822 0.784 0.747 0.713 0.681 0.650 0.621 0.593 0.567 0.543
6 0.942 o..@mm 0.838 0.790 0.746 0.705 0.666 0.630 0.596 10.564 0.535 0.507 0.480
7 0.933 0.871 0.813 0.760 0.711 0.665 0.623 0.583 0.547 0.513 0.482 0.452 0.425
8 0.923 0.853 0.789 0.731 0.677 0.627 0.582 0.540 0.502 0.467 0.434 0.404 0.376
9 0.914 0.837 0.766 0.703 0.645 0.592 0.544 0.500 0.460 0.424. 0.391 0.361 0.333
10 0.905 0.820 0.744 0.676 0.614 0.558 0.508 0.463 0.422 0.386 0.352 0.322 0.295
11 o..mwm 0.804 0.722 0.650 o.mmm. 0.527 o.ﬁw 0.429 0.388 0.350 0.317 0.287 0.261
12 0.887 0.788 0.701 0.625 0.557 0.497 0.444 0.397 0.356 0.319 0.286 0.257 0.231
13 0.879 0.773 0.681 0.601 0.530 0.469 0.415 0.368 0.326 0.290 0.258 0.229 0.204
14 0.870 0.758 0.661 0.577 0.505 0.442 0.388 0.340 0.299 0.263 -0.232 0.205 0.181
15 0.861 0.743 0.642 0.555 0.481 0.417 0.362 0.315 . 0.275 0.239 0.209 0.183 0.160
16 0.853 0.728 0.623 0.534 0.458 0.394 0.339 0.292 0.252 0.218 - 0.188 0.163 0.141
17 0.844 0.714 0.605 0.513 0.436 0.377 0.311 0.270 0.231 0.198 ' 0.170 0.146 0.125
i8 0.836 0.700 0.587 0.494 0.416 0.350 0.296 0.250 0.212 0.180 0.153 0.130 0.111
19 0.828 0.686 0.570 0.475 0.396 0.331 0.276 0.232 0.194 0.164 0.138 0.116 0.098
20 0.820 0.673 o.uua 0.456 0.377 0.312 0.258 0.215 0.178 0.149 0.124 0.104 0.087
25 0.780 0.610 0.478 0.375 0.295 0.233 0.184 0.146 0.116 0.092° 0.074 0.059 0.047
30 0.742 o‘wmm 0.412 0.308 0.231 0.174 0.131. 0.099 0.075 0.057 0.044 0.033 o.o.rv.m

(Contd)
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