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Unit I

1. State the term underlying assets and derivatives

instruments. Explain the structure and growth

of financial derivatives market in India. 14

2. Explain the following :

(a) Role of SEBI as a regulator in F&O

market

(b) Functions of participants in financial

derivatives markets. 7 each

Unit II

3. Differentiate forwards and future contracts.

Explain mark to market system of future market

with different types of margin with examples.

14

4. Explain the following with examples :7 each

(a) Factors affecting the pricing of future

contract (stock)

(b) Process of future trading on NSE.

Unit III

5. Which derivative strategies are beneficial in

(i) Bullish and (ii) unstable market conditions ?

Explain with examples and give reasons in

support of answer. 14

6. Differentiate future and options contracts in

financial derivatives market. Examine the

factors affecting the choice of options contracts

instead of futures or choice of futures contracts

instead of options. 14

Unit IV

7. (a) “Options provide right and not obligation

to the buyer of an option whereas the

writer is always under obligation, if buyer

desire so” explain the statement in the

light of features of options contract.

(b) Strike price and intrinsic value. 10+4

8. What is option pricing ? Explain the Binomial

model of option pricing with its assumption.

How the value of option is determined through

Binomial model ? Examine. 14
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