
Chapter 1

Fill in the blanks

1) Private sector mutual funds were permitted in the year 1993
2) The budget of 1999-2000 made Dividends tax-free.
3) Mutual fund investors cannot control Costs of a fund.
4) Mutual funds can invest only in Marketable securities.
5) Closed end funds were usually trading at Discount to NAV.

True of false

1) Diversification enables reduction of risk.  True
2) US 64 is the largest scheme in operation.  True
3) In the re-investment option, number of units held by the investor is constant. 

 False
4) The NAV of growth and dividend options are different.   True
5) Units of an open ended fund can be sold back to the mutual fund.  True
6) A liquid fund does not usually invest in equities.   True
7) A gilt fund invests is AAA rated securities only.   False
8) The transaction costs of a mutual fund are lower than direct investing by 

investors.   True

9) Gilt funds do not invest in treasury bills.  False
10) ELSS schemes have to be closed end funds.   False



Chapter 2

Fill in the blanks

1) The sponsor is the Promoter of the mutual fund.
2) Mutual funds in India are formed as Trusts.
3) Trustees are appointed by Sponsors .                    .
4) The minimum number of members on the Board of trustees is 4.
5) At least 2/3 of trustees have to be independent.
6) Application forms are processed by R&T agents.               .
7) Sponsor must hold at least 40% of the AMC’s networth.
8) AMC’s net worth has to be at least 10crore.
9) At least 50% of the AMC directors should be independent.
10) The unit holders are Beneficial owners and the Trust is the Registered owner of 

the mutual fund’s assets.
11) The trustees rights and obligations are spelt out in Trust deed.
12) The AMC and the trustees enter into an Investment Management 

agreement.
13) If 75% of unit holders approve, the services of the AMC can be terminated.
14) Appointment of trustees requires SEBI   approval.
15) Scheme take-overs do not result in merger of AMCs.

True or False

1) AMC usually appoints all the other constituents, except custodians. True
2) The schemes are formulated by AMC and approved by Trustees. True
3) Auditors of the fund and the AMC can be the same firm. False
4) The AMC is the mutual fund. False
5) An independent director of an AMC can be a director of another AMC. True
6) Trustees can terminate the services of the AMC. True
7) If a sponsor buys the stake of another sponsor in an AMC, the AMC is taken over.

True
8) AMCs should be registered with SEBI True
9) The trustees can be structured in the form of a trustee company. True
10) The AMC can be structured as a private limited company. True
11) High court approval is needed for scheme take over. False
12) If two AMCs merge, the sponsors’ stake is altered. True
13) Sponsors have unlimited liability towards unit holders. False
14) AMC of a fund can be Trustee of another fund. False
15) Custodian is appointed before all other constituents. True



Chapter 3

Fill in the blanks

1) The call money market is regulated by RBI..
2) The money market mutual funds are regulated by SEBI.
3) SEBI (Mutual Fund) Regulations were enacted in the year 1996.
4) The RBI and SEBI are supervised by MoF.
5) The AMC has to submit its annual reports to RoC.
6) Any grievance against the AMC can be addressed to DCA.
7) The regulatory authority under the companies act is CLB.
8) The UTI is governed by UTI Act.
9) Listed mutual funds have to abide by Listing regulations of the stock 

exchanges
10) Public trusts are regulated by Office of the public trustee.
11) UTI Act was enacted in the year 1963.
12) The industry association for mutual funds is called AMFI.
13) The Chairman of the UTI is appointed by MoF.
14) The schemes of the UTI expect US 64 are under subject to SEBI 

regulations.
15) UTI can make Loans, while other mutual funds are not permitted to do so.

True or false

1) SEBI was formed in 1992. True
2) Bank sponsored mutual funds are regulated by the RBI. False
3) SEBI is supervised by the Ministry of Finance. True
4) Mutual funds will have to withdraw from the call money market in a phased 

manner. True
5) In order to list a mutual fund scheme, a listing agreement has to be signed 

with the stock exchange. True
6) Grievances against the Trustee Company can be addressed to the Company 

Law Board. True
7) The charity commissioner is the chief regulator of public trusts. True
8) AMFI is a SEBI registered SRO. False
9) US 64 can repurchase units upto a certain limit at administered prices True
10) The UTI Act has been replaced by the SEBI Regulations. False



Chapter 4

Fill in the blanks

1) The offer document of an open-ended fund is valid for 2 years years.
2) The sponsor’s financial history for 3 years is to be provided in the offer 

document.
3) If the fundamental attributes of a scheme have to be changed, unit holders have a 

right to exit at zero load.
4) If a scheme invests in unlisted shares, it has to state this as a scheme specific 

risk factor.
5) If 3 investors hold units jointly, redemption proceeds are payable to first holder 
6) Bank details have to be mandatorily provided to process redemption.
7) Trail commissions depend on hodling period of the investor
8) Repurchase price cannot be less than 93% of sale price.
9) Investors cannot sue the trust.
10) Long term capital gains without indexation are taxable at 10% + surcharge.

True or False

1. The investment pattern of a scheme has to be disclosed on the cover page. False 

2. The AMC issues the offer document on behalf of the trustees. True

3. The KIM has to be appended to every application form. True

4. The offer document once issued by an open-ended scheme, is not amended. False

5. If a scheme has limited liquidity, this has to be stated as standard risk factor.False

6. If the scheme on offer is the first scheme of the mutual fund, this has to be stated 

as a scheme specific risk factor. True

7. The CEO of the AMC signs the due diligence certificate. False

8. Investment pattern of the scheme is a fundamental attribute. True

9. Whether the scheme is open or closed end is a fundamental attribute. True

10. A prospective investor cannot seek any remedies. True

11. Investors have to approve changes in the fundamental attributes of a scheme.False

12. Load is imposed to account for fund management expenses. False

13. Exit load is always a fixed rate. False

14. CDSC is an exit load that varies with holding period. True

15 Dividends from mutual funds are deductible from taxable income up to 



Rs. 12, 000 per year. False

16 Short-term capital gains are taxable at 20% plus surcharge. False

17. If units are bought on March 31, 1999 and sold on April 1, 2000, the capital gains 

cannot be indexed. False

18. Income under re-investment option is treated like capital gain. False

19. The due diligence certificate is signed by the trustees. False

20. Repurchase price cannot be less then 93% of the sale price, for an open-ended 

fund. True



Chapter 5

Fill in the blanks

1. If equity markets move up, P/E ratios will move Up.

2. If equity markets move down, dividend yield will move Up.

3. Returns from small cap companies are found to be Greater than returns from 

large cap companies.

4. A passive fund invests in the same securities, in the same proportion as in an 

Index.

5. If interest rates go down, price of bonds will go Lower. 

6. If credit rating of a bond moves from AAA to AA, its yield will Up and price 

will.

7. If yield curve is sloping up, long term rates are ____Higher  _  ___ than short-term 

rates.

8. If duration of a bone is 2 years and interest rates fall by 50 basis points, the price 

will _Go up  __   by ____1____%

9. Investment by a fund in listed shares of one company cannot exceed ________% 

of net assets

True or false

1. Mutual funds cannot borrow. False

2. Mutual funds cannot invest in unlisted securities of sponsors. True

3. Mutual funds cannot use derivatives False

4. Mutual funds cannot transfer illiquid securities between schemes.True

5. Investments in another mutual fund schemes do not earn investment 

management fees. True

6. If duration is high, interest rate risk is high. True

7. If yield spread is higher, credit risk is higher. True

8. If current yield has fallen, interest rates have gone up. False

9. If YTM increases, bond price will decrease. True

10. A passive fund is never re-balanced. False



Chapter 6

Fill in the blanks

1. The investment management fee for net assets above Rs. 100 crore is 1 %.

2. Net asset computation cannot be impacted by errors in computation arising 

due to counting for accrued income, by more than 1%.

3. Dividend are accounted for on Ex-dividend date.

4. Investments are accounted for on Trade date.

5. Investments are to be valued at Average  cost for determining profit or loss on 

sale of securities.

6. Initial issue expenses cannot exceed 6% of amount mobilised.

7. A fund whose initial issue expenses are borne by the AMC is called No-load 

fund. The AMC receives 1% fee on such funds.

8. Initial issue expenses of open-ended funds is amortised over a period not 

exceeding 5 years.

9. Mutual funds cannot pay dividend out of Unrealised profits. Such amounts 

are accounted for in the income account.

10. Annual report has to be published within six months of accounts closing date.

11. portfolio has to be disclosed to investor once in six months.

12. If a single unit holder holds more than 25% of net assets, the number of such 

unit holders and their percentage holding in the net assets, have to be 

disclosed.

13. An asset is non-performing if interest and/or principal are due for over three 

months.

14. An equity share is considered non-traded if it is not traded for over 30 days.

15. Valuation of debt instruments with less than 182 days to maturity is done on 

accrual basis.

16. Illiquid securities should not exceed 15% of the net assets.



True or False

1. NAV is not affected by accrued income. False

2. Deferred revenue expenses is not included in computing NAV. False

3. Bond funds are allowed 25bps less expenses than other funds. True

4. A no load fund does not incur any operational expenses. False

5. Expenses incurred that are above the regulatory limit are borne by sponsor or 

AMC. True

6. Interest accrued on an NPA is provided for immediately on classification of asset.

True

7. Principal need not be provided for, if an asset becomes an NPA due to default of 

interest payment only. False

8. Illiquidity discount for equity shares is 25%. False

9. Income equalization account is credited for every sale of units. True

10. Fixed assets are held usually in fund accounts. False



Chapter 7

Fill in the blanks

1. In ROI method or computing return, dividend is re-invested at Ex dividend 
NAV.

2. Mutual funds should disclose their returns for 1 , 3 and 5 years.
3. For an index fund, Ex-Marks will be 100%.

4. If a fund is assuming higher risk than the market index, its beta will be 
greater than 1.

5. The benchmark for a balanced fund is equity index and debt index combined 
in the same proportion as asset allocation of the fund.

6. Sharpe ratio  measures return per unit of  Risk defined by standard 
deviation.

7. portfolio turnover is High for liquid funds.

True or False

1. Change in NAV method does not account for dividend. True
2. SEBI norms require that returns be computed on CAGR basis. True
3. Return for periods less than a year cannot be annualized. True
4. Risk is measured by standard deviation. True
5. A benchmark once chosen cannot be altered without trustee approval. True
6. Tracking error of an index fund has to be minimized. True
7. A fund with higher Sharpe ratio than the market is outperforming the market.

True
8. Income funds with more than 60% in debt should use a bond index as 

benchmark. True



Chapter 8

Fill in the blanks

1. Investors in Accumulation stage prefer long term risky investments.
2. Investors who value safety the most choose Bank deposits over mutual funds.
3. PPF account is to be held for a minimum of 15  years.
4. Compounding enables investors to earn interest on interest.
5. Graham’s strategy recommends 50% holding in debt funds and 50% holding 

in equity funds
6. Expense ratio is very important for Debt funds.
7. Rupee cost averaging means investing Fixed amount periodically.
8. According to Bogle an investor’s exposure to debt investments should be 

equal to his Age.
9. A better performing equity fund will have Higher ex marks, lower beta and 

higher gross dividend yield.
10. Higher expense ratios lead to yield sacrifice.

True or False

1. Investors in corporate fixed deposit should focus on credit risk of the product.

True
2. PPF investment in a year cannot exceed Rs. 70000. True
3. RBI relief bonds are not transferable. False
4. Retail investors cannot invest in Government securities. False
5. Value averaging enables investor to earn better returns than rupee cost 

averaging. True
6. SIPs help investors to do rupee cost averaging. True
7. Older investors in accumulation phase have greater investment in equity, than 

older investors in distribution phase. True
8. Flexible asset allocation strategy will lead to higher exposure in equity for 

investors in accumulation phase. True
9. Fund selection is the last stage in developing a model portfolio. True
10. Fund age is an important criterion for equity rather than debt funds. True



Chapter 9
Question

1. The NAV of a sectoral scheme on January 2, 2002 was Rs. 23.45. If the 

fund charged 2% as entry load and 0.25% as exit load, what are the sale 

and repurchase prices to the investor?

a. Rs. 23.3913

b. Rs. 25.5241

c. Rs. 21.8563

d. Rs. 24.3856

2. The NAV of equity scheme on January 6, 2002 was Rs. 25.8750. If the 

fund charged 1.75% as entry load and 0.50% as exit load, what are the 

sale and repurchase prices to the investor?

a. Rs. 25.5648

b. Rs. 25.6582

c. Rs. 25.7456

d. Rs. 25.4385

3. The NAV of XYZ Equity Scheme on June 8, 2001 was Rs. 28.30. If the 

fund charged 1.5% as entry load and 0.75% as exit load, what are the 

sale and repurchase prices to the investor?

a. Rs. 27.0876

b. Rs. 28.0877

c. Rs. 29.1865

d. Rs. 26.0566



4. The NAV of a debt scheme was 30.7250. The fund charged 1.25% as 

entry load and 1.00% as exit load. If an investor wants to invest Rs. 16000 

into scheme, what is the number of units he will get?

a. 514.319 units

b. 526.456 units

c. 508.300 units

d. 513.319 units

5. The NAV of an equity scheme was 38.1250. The fund charged 2.25% as 

entry load and 0.25% as exit load. If an investor wants to invest Rs. 64000 

into this scheme, what is the number of units he will get?

a. 1641.749 units

b. 1642.748 units

c. 1643.746 units

d. 1641.750 units

6. The NAV of an equity scheme was 33.15. The fund charged 1.00% as 

entry load and 1.25% as exit load. If an investor wants to withdraw Rs. 

18000 from the scheme, what is the number of units he will repurchase?

a. 548.859 units

b. 549.860 units

c. 547.858 units

d. 548.860 units

7. The NAV of an equity scheme was 37.45. The fund charged 2.50% as 

entry load and 0.25% as exit load. If an investor wants to withdraw Rs 

69000 from the scheme, what is the number of units he will repurchase?

a. 1946.074 units

b. 1756.075 units

c. 1847.073 units

d. 1948.055 units



8. The NAV of a debt scheme was Rs. 35.5750. The entry and exit loads 

were 0.75% and 1.5% respectively. If an investor wants to buy 2000 

units, what is the amount he has to pay?

a. Rs. 72683.64

b. Rs. 77566.55

c. Rs. 79985.66

d. Rs. 71683.62

9. The NAV of an equity scheme was Rs. 39.4750. The entry and exit loads 

were 1.75% and 0.5% respectively. If an investor wants to buy 5000 

units, what is the amount he has to pay?

a. Rs. 200830.00

b. Rs. 200829.00

c. Rs. 200828.00

d. Rs. 200827.00

10. The NAV of a debt scheme was Rs. 40.4250. The entry and exit loads 

were 0.25% and 2.0% respectively. If an investor wants to redeem 2500 

units, what is the amount he will receive?

a. Rs. 89041.52

b. Rs. 98245.78

c. Rs. 99041.25

d. Rs. 95078.56

11. The NAV of a debt scheme was Rs. 40.1500. The entry and exit loads 

were 1.50% and 0.75% respectively. If an investor wants to redeem 6000 

units, what is the amount he will receive?

a. Rs. 239093.40

b. Rs. 239151.40

c. Rs. 239096.40

d. Rs. 239094.40



12. An open ended scheme’s NAV on January 20,2002 is Rs. 24.75. What are 

the regulatory limits on the sale and repurchase price?

a. Rs. 23.0175 

b. Rs. 26.1475

c. Rs. 30.0451

d. Rs. 27.0165

13. An open ended scheme’s NAV on march 20,2002 is Rs. 32.65. What are 

the regulatory limits on the sale and repurchase price?

a. Rs. 31.9255

b. Rs. 34.9355

c. Rs. 30.3645

d. Rs. 31.9256

14. An investor holds 1000 units in a open ended debt scheme. The current 

NAV is Rs. 12.45. He would like to switch his holdings to an equity 

scheme, whose NAV is Rs. 15.56. If the exit load for the debt scheme is 

0.50% and the entry load for the equity scheme is 0.75%, what is the 

value of his holding in the equity scheme, after the switch?

a. Rs. 12295.51

b. Rs. 12856.51

c. Rs. 12269.51

d. Rs. 12296.51



15. An investor holds 1050 units in a debt scheme. The current NAV is 

Rs. 12.70. He would like to switch his holdings to an equity scheme, whose 

NAV is Rs. 15.80. If the exit load for the debt scheme is 1.0% and the 

entry load for the equity scheme is 0.5%, what is the value of his holding 

in the equity scheme, after the switch?

a. Rs. 13137.9701

b. Rs. 12138.9701

c. Rs. 13135.9701

d. Rs. 12156.9701

16. An investor holds 1100 units in a gilt scheme. The current NAV is Rs. 

12.95. He would like to switch his holdings to an equity scheme, whose 

NAV is Rs. 15.95. If the exit load for the gilt scheme is 0.75% and the 

entry load for the equity scheme is 0.50%, what is the value of his holding 

in the equity scheme, after the switch?

a. Rs. 14067.85

b. Rs. 15067.85

c. Rs. 16067.85

d. Rs. 17067.85

17. The weekly average net assets of an open-ended scheme are Rs. 75 crore. 

What is the maximum amount that can be charged towards expenses to 

the scheme, as per the SEBI Regulation? 

a. Rs. 1.758 crore.

b. Rs. 1.875 crore.

c. Rs. 1.845 crore.

d. Rs. 1.759 crore.



18. The weekly average net assets of an closed end equity scheme are Rs. 150 

crore. What is the maximum amount that can be charged towards 

expenses to the scheme, as per the SEBI Regulations?

a. 3.625 crore. 

b. 4.664 crore.

c. 3.667 crore.

d. 3.627 crore.

19. The weekly average net assets of an equity scheme are Rs. 500 crore. 

What is the maximum amount that can be charged towards expenses to 

the scheme, as per the SEBI Regulations?

a. 12.56 crore

b. 10.45 crore

c. 11.58 crore

d. 11.25 crore

20. The weekly average net assets of an equity scheme are Rs. 1200 crore. 

What is the maximum amount that can be charged towards expenses to 

the fund, as per the SEBI Regulations?

a. 24 crore

b. 25 crore

c. 26 crore

d. 27 crore

21. The weekly average net assets of an equity scheme are Rs. 8600 crore. 

What is the maximum amount that can be charged towards expenses to 

the scheme, as per the SEBI Regulations?

a. 253.6 crore

b. 165.5 crore

c. 153.5 crore

d. 175.5 crore



22. The weekly average net assets of a debt scheme are Rs. 125 crore. What is 

the maximum amount that can be charged towards expenses to the 

scheme, as per the SEBI Regulations?

a. 4.58 crore

b. 3.44 crore

c. 4.25 crore

d. 2.75 crore

23. The weekly average net assets of a debt scheme are Rs.250 crore. What is 

the maximum amount that can be charged towards expenses to the 

scheme, as per the SEBI Regulations?

a. 5.25 crore

b. 6.25 crore

c. 7.25 crore

d. 8.25 crore

24. The weekly average net assets of a debt scheme are Rs.4250 crore. What 

is the maximum amount that can be charged towards expenses to the 

scheme, as per the SEBI Regulations?

a. 55.56 crore

b. 67.76 crore

c. 66.75 crore

d. 75.85 crore

25. The weekly average net assets of a scheme are Rs.140 crore. What is the 

maximum amount that can be charged towards investment management 

fees to the scheme, as per the SEBI Regulations?

a. 2.65 crore

b. 1.58 crore

c. 1.78 crore

d. 1.65 crore



26. The weekly average net assets of a scheme are Rs.290 crore. What is the 

maximum amount that can be charged towards investment management 

fees to the scheme, as per the SEBI Regulations?

a. 4.16 crore

b. 2.12 crore

c. 3.15 crore

d. 2.15 crore

27. The weekly average net assets of a fund are Rs.3500 crore. What is the 

maximum amount that can be charged towards investment management 

fees to the fund, as per the SEBI Regulations?

a. 35.25 crore.

b. 40.12 crore.

c. 36.25 crore.

d. 39.12 crore.

28. The weekly average net assets of a no-load scheme are Rs.250 crore. 

What is the maximum amount that can be charged towards investment 

management fees to the scheme, as per the SEBI Regulations?

a. 5.25 crore

b. 3.61 crore

c. 4.21 crore

d. 3.16 crore

29. The weekly average net assets of a no-load scheme are Rs.375 crore. 

What is the maximum amount that can be charged towards investment 

management fees to the scheme, as per the SEBI Regulations?

a. 8.56 crore

b. 6.74 crore

c. 7.75 crore

d. 6.41 crore



30. The weekly average net assets of a no-load scheme are Rs. 650 crore. 

What is the maximum amount that can be charged towards investment 

management fees to the scheme, as per the SEBI Regulations?

a. 12.56 crore

b. 14.25 crore

c. 15.24 crore

d. 13.25 crore

31. What is the current yield of a bond, whose coupon rate is 7.5% and 

market price is Rs. 105?

a. 8.245%

b. 7.143%

c. 8.145%

d. 7.025%

32. What is the current yield of a bond, whose coupon rate is 11.5% and 

market price is Rs. 106.75?

a. 11.456%

b. 12.774%

c. 10.773%

d. 13.235%

33. What is the current yield of a bond, whose coupon rate is 9% and market 

price, is Rs. 136?

a. 5.645%

b. 6.618%

c. 7.648%

d. 8.623%



34. What is the current yield of a bond, whose coupon rate is 8% and market 

price is Rs. 121?

a. 6.612%

b. 5.145%

c. 4.956%

d. 7.145%

35. What is the price of a bond, whose face value is Rs. 100, coupon 11.5%, 

maturing in 3 years, if the YTM is 9%?

a. Rs. 107.3207

b. Rs. 105.5648

c. Rs. 106.3208

d. Rs. 105.2456

36. What is the price of a bond, whose face value is Rs. 100, maturing in 2 

years, coupon 8.5%, if the YTM is 12.5%?

a. Rs. 93.284

b. Rs. 94.254

c. Rs. 92.478

d. Rs. 91.478

37. What is the price of a bond, whose face value is Rs. 100, coupon 10% 

maturing in 3 years, is the YTM is 14%?

a. Rs. 89.715

b. Rs. 90.717

c. Rs. 91.475

d. Rs. 88.457



38. An investor purchased 1000 units of a mutual fund on April 10, 1998 for 

Rs. 23.50. He sold them on June 14, 2000 for Rs. 34.50. What are the 

capital gains chargeable to tax? (Cost of Inflation index for 1998-99 was 

351 and for 2000-01 was 406)

a. Rs. 6474.45

b. Rs. 7014.80

c. Rs. 6914.84

d. Rs. 7317.70

39. An investor purchased 5000 units of a mutual fund on June 15, 1995 for 

Rs. 12.50. He sold them on April 14,1999 for Rs. 45.75. What are the 

capital gains chargeable to tax? (Cost of inflation index for 1995.96 was 

281 and for 1999-2000 was 389)

a. Rs. 1,42,250

b. Rs. 2,42,250

c. Rs. 3,42,250

d. Rs. 4,42,250

40. An investor purchased 2000 units of a mutual fund on April 1, 1992 for 

Rs. 10.5. He sold them on April 2, 2000 for Rs. 26.75. What are the capital 

gains chargeable to tax? (Cost of Inflation index for 1992-93 was 223 and 

for 2000-01 was 406)

a. Rs. 14,845

b. Rs. 17,245

c. Rs. 15,260

d. Rs. 12,987



41. An investor purchased 5000 units of a mutual fund on May 6, 1998 for 

Rs. 15.50. He sold them on April 15, 1999 for Rs. 25.75. What are the 

capital gains chargeable to tax? (Cost of Inflation index for 1998-99 was 

351 and for 1999-2000 was 389)

a. Rs. 52, 450

b. Rs. 51, 250

c. Rs. 54, 342

d. Rs. 50, 845

42. An investor purchased 2000 units of a mutual fund on March 31, 1992 for 

Rs. 10.5. He sold them on April 2, 1993 for Rs. 14.75. What are the capital 

gains chargeable to tax? (Cost of Inflation index for 1991-92 was 199 and 

for 1993-94 was 244)

a. Rs. 3378

b. Rs. 3760

c. Rs. 3847

d. Rs. 3578

43. An investor purchased 1000 units of a mutual fund on April 15, 1996 for 

Rs. 13.75. He sold them on April 25, 1999 for Rs. 32.75. What are the 

capital gains chargeable to tax? What is the amount of capital gains tax 

that he will pay? (Cost of Inflation index for 1996-97 was 305 and for 

1999-000 was 389)

a. 3294.1

b. 3354.2

c. 3194.1

d. 3078.5



44. An investor purchased 5000 units of a mutual fund on September 20, 

1998 for Rs. 14.5. He sold them on April 1, 2000 for Rs. 28.65. What are 

the capital gains chargeable to tax? What is the amount of capital gains 

tax that he will pay? (cost of Inflation index for 1998-99 was 351 and for 

2000-01 was 406)

a. 14474

b. 12474

c. 15784

d. 14754

45. A mutual fund’s balance sheet is as follows:

Liabilities                                             Rs (Cr)                Assets                                        Rs (Cr)
Unit capital                                                                Equity shares                                      102

12,00,00,000 units at Rs. 10 each       120                Debentures                                           45

Reserve & surplus                               38                 Money Market instruments                14

Current Liabilities                              12                 Other current assets                              9

Total                                                     170               Total                                                     170

What are the net assets of the fund? What is the Net Asset Value of a 
unit?

a. 13.17
b. 15.41
c. 12.14
d. 12.41



46. A mutual fund’s balance sheet is as follows:

Liabilities                                             Rs (Cr)                       Assets                                    Rs (Cr)
Unit capital                                                                           Equity shares                             680
50,00,00,000 units at Rs. 10 each       500                           Debentures                                 170

Reserves and Surplus                         320                            Money Market instruments      80
Current Liabilities                             180                            Other current assets                   70
Total                                                   1000                            Total                                          1000

What are the net assets of the fund? What is the Net Asset Value of a unit?

a. Rs. 17.50
b. Rs. 15.45
c. Rs. 16.40
d. Rs. 18.45

47. Using the same date as in the problem above, compute the new NAV with 
the following changes:
a. Value of equity investments goes down to Rs. 600 crore
b. Value of debentures goes up to Rs. 200
c. The value of money market instruments goes up to Rs. 82 crore

Assume that the changes on the asset side will impact the value of the 
reserves on the liability side.
a. Rs. 16.44
b. Rs. 15.44
c. Rs. 17.44
d. Rs. 18.44

48. A mutual fund’s balance sheet is as follows:

Liabilities                                                 Rs (Cr)                  Assets                                        Rs (Cr)

Unit capital                                                                            Equity shares                                 900
50,00,00,000 units at Rs. 10 each           500                        Debentures                                     350

Reserves and Surplus                             850                        Money market instruments           145
Current Liabilities                                  150                        Other current assets                      105
Total                                                         1500                       Total                                               1500



If the value of the equity investments moves up to Rs. 1200 crore, and 
that of the debentures moves down to Rs. 300 crore, what is the new NAV 
of the fund?
a. Rs. 33
b. Rs. 35
c. Rs. 32
d. Rs. 34

49. Use the same balance sheet as in the problem above. The mutual fund 
sells 20,000 units and repurchases 40,000 units, at NAV. What is the NAV 
after the sale and repurchase?
a. Rs. 27
b. Rs. 25
c. Rs. 28
d. Rs. 29

50. Given the following details about a mutual fund, calculate the net assets:
Investments: Rs. 350 crore
Other assets: Rs. 40 crore
Accrued Expenses: Rs. 12 crore
Accrued Income: Rs. 8.75 crore
Current liabilities: Rs. 3.45 crore
Other liabilities: Rs. 9.6 crore
a. 364.8 crore
b. 234.9 crore
c. 384.8 crore
d. 373.7 crore

51. Given the following details about a mutual fund, calculate the net assets:
Investments: Rs. 40 crore
Other assets: Rs. 12 crore
Accrued Expenses: Rs. 6.75 crore
Deferred revenue expenditure: Rs. 3.5 crore
Accrued Income: Rs. 2.5 crore
Current liabilities: Rs. 1.5 crore
Other liabilities: Rs. 1.75 crore
What are the net assets for the purpose of computing the investment 
manager’s fee?
a. 45.6 crore
b. 44.5 crore
c. 47.8 crore
d. 43.8 crore



52. Scheme incurs Rs. 8.5 crore as initial issue expense for mobilizing Rs. 60 
crore. How will this expense be treated in the books of the fund?
a. 62 lakh
b. 82 lakh
c. 72 lakh
d. 52 lakh

53. A scheme incurs Rs. 15 crore as initial issue expense for mobilizing Rs. 
200 crore for a close end scheme with a tenor of 6 years. How will this 
expense be treated in the books of the scheme?
a. 3,84,615.38
b. 4,67,987.89
c. 2,89,908.65
d. 4,76,234.90

54. A scheme incurs Rs. 11.5 crore as initial issue expense for mobilizing Rs. 
300 crore for an open ended scheme. How will this expense be treated in 
the books of the scheme?
a. 2.5 crore
b. 2.8 crore
c. 2.6 crore
d. 2.3 crore

55. A scheme incurs Rs. 4.75 crore as initial issue expense for mobilizing Rs. 
50 crore, for a closed end scheme with a tenor of 5 years. How will this 
expense be treated in the books of the scheme?
a. 1,15,456.45
b. 1,15,384.61
c. 1,15,543.21
d. 1,15,234.54

56. A scheme has 12 crore units and net assets of Rs. 300 crore. Of these net 
assets, Rs. 60 crore represent realized gains and Rs.120 crore represent 
unrealized gain. The MF has to redeem 2000 units at NAV. What is the 
impact of this redemption on the accounts of the scheme?
a. 10,000
b. 20,000
c. 30,000
d. 40,000



57. A scheme has 15 crore units and net assets of Rs. 425 crore. Of these net 
assets, Rs. 175 crore represent realized gains and Rs.100 crore represent 
unrealized gain. The fund has sold 1800 units at NAV. What is the impact 
of this sale on the accounts of the scheme?
a. Rs. 12,006
b. Rs. 13,008
c. Rs. 14,009
d. Rs. 15,005

58. A scheme has 20 crore units and net assets of Rs. 920 crore. Of these net 
assets, Rs. 480 crore represent realized gains and Rs. 240 crore represent 
unrealized gain. The scheme has to redeem 1500 units at NAV. What is 
the impact of this redemption on the accounts of the scheme?
a. Rs. 16,000
b. Rs. 17,000
c. Rs. 18,000
d. Rs. 19,000

59. A mutual fund holds a debt instrument on which 8.5% coupon is payable 
semi-annually. The instrument will redeem on March 31, 2005 at Rs. 100. 
The last coupon was due on October 31, 2001. On February 1, 2002 the 
coupon interest still remained unpaid. On that date the value of the 
security in the books of the mutual fund was Rs. 85. What are the 
provisioning norms applicable to this instrument?
a. Rs. 68.625
b. Rs. 88.625
c. Rs. 78.625
d. Rs. 58.625

60. XYZ Ltd. has 120,000 equity shares outstanding in its books on August 
31, 2001. The company’s net worth on that date is Rs. 30 lakh. The post 
tax profits are Rs. 4 lakh. The company’s equity is not actively traded in 
the market. Companies belonging to the same industry are trading at a 
P/E multiple of 12. Estimate the fair value for XYZ, using the SEBI 
recommended valuation methodology.
a. Rs. 45.47
b. Rs. 20.85
c. Rs. 10.58
d. Rs. 15.75



61. A company’s shares are not traded on stock exchanges for the past 7 
months. A mutual fund holding equity shares in this company has to 
mark the holdings to market. According to the last balance sheet of the 
company, its book value per share was Rs. 18 and the last Earnings per 
share was Rs. 3.50. Comparable companies in the same industry are 
being traded in the stock market at an average PE multiple of 9. What is 
the fair value of this share using SEBI Guidelines for valuation of illiquid 
equity shares?
a. Rs. 15.48
b. Rs. 12.87
c. Rs. 13.77
d. Rs. 11.64

62. A company has been making losses and its latest EPS is negative at Rs.
-5.75. Its shares are not traded on stock exchanges for the past 7 months. 
According to the last balance sheet of the company, its books value per 
share was Rs. 4.50. Comparable companies in the same industry are 
being traded in the stock market at an average PE multiple of 6. What is 
the fair value of this share using SEBI Guidelines for valuation of illiquid 
equity shares?
a. Rs. 3.03
b. Rs. 2.03
c. Rs. 4.03
d. Rs. 5.03

63. A mutual fund holds a 91-day Treasury bill, issued at Rs. 94.5, redeeming 
at Rs. 100. If there are 26 days to maturity, what is the value of the 
instrument on its books?
a. Rs. 98.43
b. Rs. 88.45
c. Rs. 78.46
d. Rs. 68.47

64. A mutual fund holds a 91-day Treasury bill, issued at Rs. 95.25, 
redeeming at Rs. 100. If there are 34 days to maturity, what is the value 
of the instrument on its books?
a. Rs. 92.34
b. Rs. 98.22
c. Rs. 91.45
d. Rs. 93 33



65. A mutual fund holds a 182-day Treasury bill, issued at Rs. 89.75, 
redeeming at Rs. 100. If there are 180 days to maturity, what is the value 
of the instrument on its books?
a. Rs. 99.34
b. Rs. 86.22
c. Rs. 89.86
d. Rs. 84.32

66. A mutual funds a 182-day Treasury bill, issued at Rs. 91.25, redeeming at 
Rs. 100. If the maturity date is 90 days later, what is the value of the 
instrument on its books?
a. Rs. 96.23
b. Rs. 87.45
c. Rs. 95.67
d. Rs. 86.56

67. A mutual fund holds a 90-day commercial paper, issued at Rs. 92.72, 
redeeming at Rs. 100, 45 days later. What is the value of the instrument 
on its books?
a. Rs. 96.36
b. Rs. 78.99
c. Rs. 89.78
d. Rs. 95.85

68. A mutual fund holds a 90-day commercial paper, issued at Rs. 93.5, 
redeeming at Rs. 100, 12 days later. What is the value of the instrument 
on its books?
a. Rs. 97.15
b. Rs. 85.46
c. Rs. 73.88
d. Rs. 99.13

69. The NAV of a fund on March 31, 2001 was Rs. 14.45. 3 months later, the 
NAV had grown to Rs. 15.25. Using the percentage change in NAV 
method, find out the annualized return.
a. 33.145%
b. 45.782%
c. 22.144%
d. 53.784%

70. The NAV of a scheme on January 2001 was Rs. 15.865. 6 months later, 
the NAV had grown to Rs. 16.35. Using the percentage change in NAV 
method, find out the annualized return.
a. 7.156%
b. 6.114%
c. 8.235%
d. 5.783%



71. The NAV of a scheme on December 31, 2001 was Rs. 16.45. 5 months 
later, the NAV had grown to Rs. 16.985. Using the percentage change in 
NAV method, find out the annualized return.
a. 4.5877%
b. 7.8048%
c. 6.999%
d. 8.478%

72. The NAV of a scheme on April 30, 2001 was Rs. 17.15. 2 months later, the 
NAV had grown to Rs. 17.5. Using the percentage change in NAV 
method, find out the annualized return.
a. 13.478%
b. 14.154%
c. 11.999%
d. 12.246%

73. An investor bought units of a mutual fund scheme for Rs. 18.225. At the 
end of the year, the worth of his holding was Rs. 18.725 and he had 
received a dividend of 12%. Using the simple total return method, 
compute his return.
a. 9.328%
b. 8.987%
c. 7.982%
d. 6.723%

74. An investor bought units of a mutual fund scheme for Rs. 19.45. At the 
end of the year, the worth of his holding was Rs. 19.825 and he had 
received a dividend of 16%. Using the simple total return method, 
compute his return.
a. 11.458%
b. 15.245%
c. 10.154%
d. 13.785%

75. An investor bought units of a mutual fund scheme for Rs. 20.425. At the 
end of the year, the worth of his holding was Rs. 21.85 and he had 
received a dividend of 17.5%. Using the simple total return method, 
compute his return.
a. 13.645%
b. 15.545%
c. 13.478%
d. 12.999%



76. An investor bought units of a mutual fund scheme for Rs. 21.85. At the 
end of the year, the worth of his holding was Rs. 22.45 and he had 
received a dividend of 14.5%. Using the simple total method, compute his 
return.
a. 9.382%
b. 8.645%
c. 7.999%
d. 8.124%

77. An investor buys a mutual fund unit at Rs. 23.75. He subsequently 
receives a dividend of 12.5%, which he reinvests in the fund, at the then 
prevailing NAV of Rs. 23.5. At the end of the year, the NAV of the fund is 
Rs. 24.65. What is the rate of return to the investor, using the total return 
with reinvestment method?
a. 9.3102%
b. 8.4781%
c. 5.7415%
d. 4.9990%

78. An investor buys a mutual fund unit at Rs. 24.65. He subsequently 
receives a dividend of 13.25%, which he reinvests in the fund, at the then 
prevailing NAV of Rs. 24.35. At the end of the year, the NAV of the fund 
is Rs.25.75. What is the rate of return to the investor, using the total 
return with reinvestment method?
a. 11.1284%
b. 15.6667%
c. 13.7855%
d. 10.1468%

79. An investor buys a mutual fund unit at Rs. 25.75. He subsequently 
receives a dividend of 15%, which he reinvests in the fund, at the then 
prevailing NAV of Rs. 25.75. At the end of the year, the NAV of the fund 
is Rs.26.15. What is the rate of return to the investor, using the total 
return with reinvestment method?
a. 6.5691%
b. 7.4691%
c. 5.9851%
d. 5.4284%

80. An investor buys a mutual fund unit at Rs. 26.15. He subsequently 
receives a dividend of 16.75%, which he reinvests in the fund, at the then 
prevailing NAV of Rs. 26.5. At the end of the year, the NAV of the fund is 
Rs.27.25. What is the rate of return to the investor, using the total return 
with reinvestment method?
a. 12.8245%
b. 15.9423%
c. 10.7931%
d. 11.9995%



Chapter 9
Answer

1. a 2. c 3. b 4. a

5. a 6. b 7. c 8. d

9. b 10. c 11. a 12 a

13. c 14 a 15. c 16. a

17. b 18. a 19. d 20. a

21. c 22. d 23. a 24. c

25. d 26. c 27. a 28. a

29. c 30. d 31. b 32. c

33. b 34. a 35. c 36. a

37. b 38. d 39. a 40. c

41. b 42. b 43. c 44. b

45. a 46. c 47. b 48. c

49. a 50. d 51. b 52. c

53. a 54. d 55. b 56. b

57. a 58. c 59. c 60. d

61. d 62. b 63. a 64. b

65. c 66. c 67. a 68. d

69. c 70. b 71. b 72. d

73. a 74. c 75. b 76. a

77. a 78. d 79. b 80. c


