[image: ]

JAIPURIA INSTITUTE OF MANAGEMENT, NOIDA
PGDM / PGDM (M) / PGDM (SM)
V TRIMESTER (Batch 2024-26)
[bookmark: _Hlk187000798]END TERM EXAMINATIONS (MAIN EXAM: SET – I)
	Course Name
	Financial Derivatives & Risk Management (FDRM)
	Course Code
	20223

	Max. Time
	2 Hours
	Max. Marks
	40


INSTRUCTIONS: 
· Attempt all Questions. This is an open-book exam. All questions need to be done in an Excel file with separate sheets for each question.

Underlying Index: NIFTY 50. Spot Price = 25,683.30 as on 9th Jan 2026. 
MARKET LOT: 65 units per contract. Expiry date: 10th Feb 2026. 
	CALLS
	
	PUTS

	LTP
	BID
	ASK
	STRIKE
	BID
	ASK
	LTP

	813
	804.5
	834.3
	25,300.00
	165.85
	168.8
	169.55

	756.05
	759.3
	832.7
	25,350.00
	178.05
	185.75
	186.8

	743.75
	718.7
	821.05
	25,400.00
	195
	197.1
	195

	682.75
	690.3
	848.95
	25,450.00
	199.3
	213.3
	213.15

	675
	673.3
	680
	25,500.00
	223.05
	225.2
	223.25

	640
	617.45
	656
	25,550.00
	235.55
	243.85
	242.95

	606
	599.45
	614.45
	25,600.00
	250.7
	254.35
	252.8

	572.1
	546.45
	576.9
	25,650.00
	219.05
	273.55
	276.65

	549.95
	542.75
	550
	25,700.00
	285.15
	290
	287.6

	508
	506.1
	533.15
	25,750.00
	298.6
	314.1
	315.45

	485
	482
	492.1
	25,800.00
	323.4
	329.45
	328.4

	453.55
	450.3
	473.6
	25,850.00
	337.25
	355.15
	359.65

	434.85
	425.75
	433.95
	25,900.00
	363.5
	372.2
	373.8

	399.7
	396.4
	409.6
	25,950.00
	395
	405.75
	403.6

	376.45
	377.4
	384.45
	26,000.00
	419.1
	420
	420

	351.3
	346.25
	362.95
	26,050.00
	440
	454.2
	459.85

	334.1
	328.9
	334.55
	26,100.00
	461.95
	477.3
	473.15

	306.2
	304.4
	316.1
	26,150.00
	396.05
	522.45
	506.65

	284.35
	283.8
	290.3
	26,200.00
	506.75
	532.35
	528.7

	264.05
	261.25
	279.25
	26,250.00
	442.35
	582.95
	567.2

	245.05
	245
	249.95
	26,300.00
	578.15
	590.2
	590.9

	228.85
	226.25
	299.75
	26,350.00
	464.65
	706.15
	640

	210.45
	212.4
	218.75
	26,400.00
	644.9
	663.6
	657.2

	196
	192.65
	200.9
	26,450.00
	543.05
	701.6
	709.15

	181.25
	181.25
	181.95
	26,500.00
	714
	728.45
	716.85

	166.1
	165.75
	170.05
	26,550.00
	602.55
	837.85
	785.35

	155.3
	153.4
	157
	26,600.00
	778.45
	794.8
	801.55

	139.75
	137.75
	143.3
	26,650.00
	644.9
	843.75
	857.75

	128.6
	127.2
	128.9
	26,700.00
	855.35
	878.35
	875.7



	INSTRUMENT TYPE
	EXPIRY DATE
	OPTION
TYPE
	STRIKE PRICE
	OPEN
PRICE
	HIGH
PRICE
	LOW
PRICE
	CLOSE PRICE
	LTP



	Index Futures (NIFTY 50)
	10-Feb-2026
	-
	-
	25,966.00
	26,031.60
	25,725.00
	25,788.30
	25,810.80



Q1. Over the next few months, Nifty 50 sentiment is expected to remain cautiously optimistic, driven by stable domestic macros but tempered by global uncertainties. Market participants appear selective, with investors rotating toward fundamentally strong large-cap stocks rather than broad-based risk-taking. Sentiment is supported by expectations of steady earnings growth, controlled inflation, and continued domestic liquidity, while concerns around global interest rates, geopolitical developments, and foreign institutional flows may cap sharp upside. Traders are likely to adopt a buy-on-decline approach, which means Investors wait for the market or a good stock to fall slightly from its recent level (a dip) and then buy at that lower price, instead of buying when prices are high. While long-term investors may gradually accumulate quality stocks. Overall sentiment suggests consolidation with a positive undertone rather than aggressive momentum. 10 years historical volatility of Nifty 50 is considered to be 15%. Risk-free rate assumed to be 6%.
Considering the current range-bound and sentiment-driven outlook of the Nifty 50 index: 
a) Evaluate the best trading strategies available to a retail investor and justify the most suitable strategy considering the given scenario.
b) Create a payoff table by estimating profits or losses for the chosen strategy across ten different Nifty 50 price levels at expiry. (CO 2; BT Level V, VI; Marks: 4 +4 = 8 marks)		
Q2. Examine the put–call parity relationship between a suitably chosen ITM call Nifty 50 option and an OTM put Nifty 50 option, and evaluate the arbitrage profit or loss arising from upward and downward movements in the underlying Index price. 	(CO 3; BT Level IV, V; 4+ 4= 8 marks)

Q3. The Nifty 50 spot index closed at 25,683, and Nifty futures closed at 25,788.30 on Jan 9th, 2026. 
(a) Estimate the basis at the close of the trading day. 
(b) Determine whether the basis is positive or negative.
(c) Suppose currently you hold a position in Nifty 50. To hedge your position, you plan to short a Nifty 50 futures contract for a month. At expiry, if Spot is 25800 and the future is 25900. Analyse how a change in the basis can create basis risk at expiry. 
(CO 2; BT Level IV, V; 2+ 2+ 4= 8 marks)

Q4. Consider you have bought Nifty 50 shares worth 152 lakhs. Moreover, if the standard deviation of Nifty in spot is 15% and, the Nifty 50 future volatility is 22.5%, and the coefficient of correlation between the two is placed at 0.65. 
a) In order to hedge the spot position on Nifty, explain whether the investor should take a long or short futures position, Explain. 
b) Estimate the optimal hedge ratio.
c) Determine the optimal number of Nifty futures contracts required to hedge the portfolio using the February 2026 futures price of 25,810.80.   (CO 3; BT Level II, V; 2+3+3= 8 marks)

Q5. Suppose you are pessimistic towards Nifty 50 position and would like to take the opportunity. You sold 250 ITM 25,500 CE of NIFTY. Using another position, explain how you will make your portfolio perfectly hedged as per BSM, making it delta neutral. (CO 3; BT Level V; 8 marks)
[bookmark: _Hlk218945645]OR
Q5. Goldman Sachs acts as the swap arranger between two US corporations:
· Company A (AAA-rated) wants to borrow at a floating rate linked to SOFR.
· Company B (BBB-rated) wants to borrow at a fixed interest rate.

They have access to the following borrowing terms in the debt market:

	Company
	Fixed-rate borrowing
	Floating-rate borrowing

	Company A (AAA)
	7.00%
	SOFR + 0.50%

	Company B (BBB)
	9.20%
	SOFR + 1.50%



Goldman Sachs is willing to arrange an interest rate swap between the two companies and will retain 0.50% per annum as its fee. The swap will be based on SOFR. You are assigned as the lead financial analyst for this project. 

Question:

Recommend an appropriate swap structure such that Goldman Sachs earns 0.50% per annum and the AAA-rated firm receives a higher share of the total swap benefit. Your recommendation should include the total swap gain, the swap structure, and the effective borrowing cost of each firm. (Use Excel Shapes and arrows to draw the diagram)
 (CO 3; BT Level V; 8 marks)
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