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JAIPURIA INSTITUTE OF MANAGEMENT, NOIDA
PGDM / PGDM (M) / PGDM (SM)
V TRIMESTER (Batch 2024-26)
END TERM EXAMINATIONS (MAIN EXAM: SET – II)
	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 done in an excel file with separate sheets for each question.

Underlying : TRENT = 3,983.00, as on : 09-Jan-2026. Market Lot=100 shares. 
Risk-free rate assumed to be 6%. Annualised volatility of Trent is 43.2%
	CALLS
	
	PUTS

	LTP
	BID
	ASK
	STRIKE
	BID
	ASK
	LTP

	-
	231.2
	260.45
	3,900.00
	112.8
	126.65
	-

	-
	188.2
	231.6
	3,950.00
	111.15
	170.6
	126.4

	195
	190.05
	194.95
	4,000.00
	163.15
	174
	-

	171.55
	162.05
	183.7
	4,050.00
	167.35
	222.25
	170

	149
	144.75
	152.3
	4,100.00
	220.2
	230.5
	-

	175
	102.95
	135
	4,150.00
	233.4
	274.6
	233.9

	110.2
	110.4
	119.2
	4,200.00
	277.5
	299.75
	220

	117.55
	87.3
	107.65
	4,250.00
	305.55
	347.1
	290

	84
	82.05
	86.95
	4,300.00
	347.25
	370.35
	-

	-
	55.55
	83.25
	4,350.00
	382.6
	420.2
	356.4

	62.5
	62.5
	65.75
	4,400.00
	391.2
	455.85
	-

	-
	41.35
	60.15
	4,450.00
	422.05
	496.2
	400

	

	
	
	
	
	
	

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



	Trent Futures
	24-Feb-2026
	-
	-
	4,008.10
	4,046.10
	3,990.90
	4,010.80
	4,014.40



The stock has recently slipped sharply after Q3 revenue growth missed expectations, with shares down significantly, and investor sentiment weakened due to growth deceleration and competitive pressure. Recent price declines reflect this risk. Slowing same-store sales, high valuation relative to growth, margin pressure, and stiffer competition could keep volatility high and weigh on near‑term returns. Consensus forecasts from analysts suggest potential upside from current levels, with average price targets around ₹5,200–₹5,300, implying a possible ~20–30% gain if growth stabilizes. Around 50% of analysts rate it a “Buy”, with average targets near ₹5,270. 

Q1. Based on the recent slip in Trent’s stock price and analyst targets of ₹5,200–₹5,300, determine an appropriate short-term trading strategy using the current spot price of ₹3,983. Create a payoff table for various price movements.		(CO 2; BT Level V, VI; 4+ 4= 8 marks)

Q2. Given that 4,000 strike call options are trading at ₹195, determine how a trader can identify potential arbitrage opportunities in 4000 CE with the underlying asset. (CO 3; BT Level V; 6 marks)

Q3. If you own 100 Trent shares, evaluate how you would use the 24-Feb-2026 futures (4,014.40) to hedge against downside and determine whether you should take a long or short position in the future. 
Also, estimate the optimal futures hedge ratio using the spot-futures correlation of 0.65, given the stock position. Spot volatility 15%, and Future Volatility 19%. (CO 3; BT Level V; 4+ 4= 8 marks)

Q4. For the ₹4,050 strike put option, determine the delta of the option using a single-step binomial model. Consider the stock upward prediction to be 10% and the downward prediction to be 7% at expiry. Also, estimate the fair value of the 4050 PE today.  (CO 2; BT Level V; 4+ 4= 8 marks)

Q5. Explain how a company with floating-rate debt could use an interest rate swap to convert it into fixed-rate debt. Illustrate why this would be beneficial in a rising interest rate environment? (CO 3; BT Level II; 5 marks)

Q6. Given the ₹4,100 call option LTP is ₹149, determine the implied volatility using the Black-Scholes model. Explain briefly why implied volatility might differ from historical volatility for Trent in the current market scenario. 				(CO 2; BT Level V, II; 3+ 2= 5 marks)
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