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Instructions:

(1)

(2)

3)

Answer any Three (03) questions
All question carry equal marks.
Non-Programmable Calculators arc alfowed.

“Intermediarics are playing a significant role within a financial system” Do you
agree? Explain with examples.

(33 Marks)
Differentiate three types of Financial Securities traded in the Capital Market.

“Higher the Maturity Period of a bond higher the Interest Rate Risk™ Do you
apree? Explain using suitable illustrations.

A Company paid a dividend of Rs.3/= in the last year and the dividends are
expected to grow at 5% per year indefinitely. If the Required Rate of Return is
12%,
i, Calculate the current price of a share.
1. Caleulate the Dividend Yield and Capital Gain for the current year.

(33 Marks)

Supposes a bond has a face value of Rs.1000/= with a maturity period of ten
years from now, and the Required Rate of Return of this bond 1s 6%.

i.  What is the price of the bond today, if it pays no coupons?
ii.  What is the price of the bond today, if it pays annual coupons of 10%?
lit.  What is the price of the bond today, if it pays 8% coupon rate semi-
annually?

Treasury Bonds are considered as risk free investments™ elaborate the above
statement with three types of risk related to a bond investment.

(33 Marks)




(4y  Write Short noles on the following topics:

Colombo Stock Exchange.
Securilies Exchange Commission.
Capital Gain and Dividend Yield.

Price Time Priority.

-All Rights Reserved-

(33 Marks)
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