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“NISM-Series-VIII: Equity Derivatives Certification Exam Mock Test"

QUES 1:- Consider the following statement regarding the Derivatives, and
state whether it is True/False?
Statement: With reference to the Derivatives, Underlying assets can only

be of Financial Assets such as Shares, Bonds and Foreign exchanges.

A- True
B- False

Ans-B

Explanation: Derivatives are based on a wide range of underlying assets.
These include:

Metals such as Gold, Silver, Aluminium, Copper, Zinc, Nickel, Tin, Lead,
etc.

Energy resources such as OQil (crude oil, products, cracks), Coal,
Electricity, Natural Gas, etc.

Agri commodities such as Wheat, Sugar, Coffee, Cotton, Pulses etc., and

Financial assets such as Shares, Bonds and Foreign Exchange.




QUES 2:- Which of the following is a Derivative product?

A- Forwards

B- Swap

C- Futures

D- All of the Above

Ans-D
Explanation: Products in derivative market are as follows — Forwards,

Options, Swaps, and Futures

QUES 3:- ....... produces profit by exploiting a price difference in a

product in two different markets.

A- Hedgers

B- Speculators

C- Arbitrageurs

D- All of the Above

Ans-C
Explanation: Arbitrage is a deal that produces profit by exploiting a price

difference in a product in two different markets.




QUES 4:- Which of the following risk is associated with the Derivatives?

A- Counterparty Risk
B- Price Risk

C- Liquidity risk

D- All of the Above

Ans-D
Explanation: Derivatives have the following risks associated with them-
Counterparty Risk, Price risk, Liquidity risk, Legal or regulatory risk,

Operational risk

QUES 5:- In which of the following Hedge the exact underlying asset is

not used?

A- Long hedge
B- Short hedge
C- Cross hedge

D- Hedge contract month

Ans-C

Explanation: When a futures contract on an asset is not available,
market participants may trade in futures of an asset that is closely
associated with their underlying for hedging purpose to protect the value

of their actual asset. This is called cross hedge.




QUES 6:- Consider the following statement and state whether it is True /
False?
Statement: The option seller must pay the premium to the option buyer

upfront.

A- True

B- False

Ans-B
Explanation: The option buyer must pay the premium to the option seller

upfront, i.e., at the time of buying the option.

QUES 7:- Which of the following option gives the buyer/holder a right to

buy the underlying asset?

A- Call option
B- Put Option
C- Buy Option
D- Short Option

Ans- A
Explanation: Call option gives the buyer/holder a right to buy the
underlying asset and put option gives the buyer/holder a right to sell the

underlying asset.




QUES 8:- Which of the following is true for an in the money put option?

A- Spot Price > Strike Price
B- Spot price < Strike price
C- Spot price = Strike price

D- None of the above

Ans- B

Explanation: For an in the money put option Spot price < Strike price.

QUES 99:- Which of the following is true for at the money options?

A- Spot Price > Strike Price
B- Spot price < Strike price
C- Spot price = Strike price

D- None of the above

Ans-C

Explanation: For at the money call/put option Spot price = Strike price.




QUES 10:- Which of the following is true for an out the money call

option?

A- Spot Price > Strike Price
B- Spot price < Strike price
C- Spot price = Strike price

D- None of the above

Ans- B

Explanation: For an out the money call option Spot price < Strike price.

QUES 11:- Consider the following statement and state whether it is
True/False.
Statement: Index derivatives are useful tool to hedge against all type of

risks.

A- True
B- False

Ans-B
Explanation: Index derivatives are useful tool to hedge against market

risks.




QUES 12:- Which of the following ratio is also known as hedge ratio?

A- Delta
B- Gamma
C- Vega
D- Rho

Ans- A

Explanation: Delta ratio is also known as Hedge ratio.

QUES 13:- Consider the following statement regarding futures and state
whether it is True/False?
Statement: Index futures are use to hedge they systematic risk of the

portfolio.

A- True

B- False

Ans- A
Explanation: Index futures are user to hedge they systematic risk of the

portfolio.




QUES 14:- Which of the following indicates the short covering of existing

short positions?

A- Future price rising + open interest increasing
B- Future price rising + open interest decreasing
C- Future price declining + open interest increasing

D- Future price declining + open interest declining

Ans-B
Explanation: Future price rising + open interest decreasing — usually

indicates the short covering of existing short positions.

QUES 15:- In case of sale of an option in securities, where option is

exercised, the STT will be applied on?

A- Option premium
B- Traded price of future
C- On the settlement price

D- None of the above

Ans-C
Explanation: In case of sale of an option in securities, where option is

exercised, the STT is paid by purchaser on the settlement price.




QUES 16:- With respect to the trading cost, GST is applied on which of

the following?

A- Brokerage Charges
B- Transaction Charges
C- Botha &b

D- None of the above

Ans-C
Explanation: In trading of options and futures, 18 % GST is charged on

the brokerage and transaction charges.

QUES 17:- Which of the following is responsible for clearing & settlement

of all trades in the F&0O segment?

A- Exchange
B- SEBI
C- Clearing Corporation

D- Trading member

Ans-C
Explanation: Clearing corporations responsible for clearing & settlement

of all trades in the F&O segment.




QUES 18:- Which of the following is not a type of clearing members?

A- Trading member cum clearing member
B- Designated clearing member
C- Self-clearing member

D- Professional clearing member

Ans-B

Explanation: Types of clearing members are as follows:
Self-clearing members

Trading member cum clearing member

Professional clearing member

QUES 19:- Consider the following statement regarding the future
contract settlements and state whether it is true/false?

Statement: In Mark to Market (MTM) method, margin requirements are
adjusted daily based on the price movements of the underlying assets in

the market.

A- True

B- False

Ans- A
Explanation: In Mark to Market (MTM) method, margin requirements are
adjusted daily based on the price movements of the underlying assets in

the market.

10



QUES 20:-According to SEBI regulations, how are index futures and stock

futures contracts settled?

A- Both index futures and stock futures are cash-settled

B- Index futures are cash-settled, and stock futures are settled by
physical delivery

C- Both index futures and stock futures are settled by physical
delivery

D- Both index futures and stock futures are settled through margin

calls

Ans-B

Explanation: As per SEBI regulations, index futures contracts are cash-
settled, meaning the difference between the contract price and the final
settlement price is paid in cash. On the other hand, stock futures
contracts are settled by physical delivery, where the actual stocks are

delivered to the buyer at the time of settlement.

11



QUES 21:- Mr. Rahul has bought 150 shares of PQR at Rs 600 per share.
He expects the price to rise but wants to protect himself if the price falls.
He does not want to lose more than Rs 4500 on this position. What
should Mr. Rahul do?

A- Place a stop loss order for 150 shares of PQR at Rs 590 per share
B- Place a stop loss order for 150 shares of PQR at Rs 570 per share
C- Place a limit buy order for 150 shares of PQR at Rs 610 per share
D- Place a limit sell order for 150 shares of PQR at Rs 590 per share

Ans-B

Explanation: Rahul will lose Rs 4500 if the price falls by Rs 30 (600 -
570).

Since he has 150 shares,

A Rs 30 fall leads to a loss of 150 x 30 = Rs 4500.

To avoid further losses, he should place a stop loss at Rs 570.

12



QUES 22:- A trader buys a March XYZ stock futures contract at Rs 850
and the lot size is 1000. What is his profit or loss if he squares off the

position at Rs 865?

A- Rs. 10000
B- Rs. 15000
C- Rs. 12000
D- Rs. 20000

Ans-B

Explanation: The trader buys at Rs 850 and sells at Rs 865, making a
profit of Rs 15.

Lot size = 1000, so total profit is:

Rs 15 x 1000 = Rs 15000.

13



QUES 23:- Suppose you are a trading member & have bought 20
contracts of May series index futures and sold 8 contracts of May series
index futures on your own account. What will be your exposure on these

transactions?

A- It will gross up to 28 contracts

B- It will be netted to 12 contracts

C- Higher of 20 and 8 i.e., 20 contracts

D- The Stock Exchange can decide to either gross up or net out the

exposure

Ans-B
Explanation: Since it's the same index futures contract, the exposure will

be netted: 20 - 8 = 12 contracts.

QUES 24:- Mr. Rahul bought a XYZ stock Put contract of Rs 400 strike for
Rs 30. Lot size is 1500. What is his profit (+) or loss (-), if he sells the Put
atRs. 377

A- +10500
B- -10500
C- +12000
D- -12000

Ans- A
Explanation: Rahul bought at Rs 30 and sold at Rs 37, making a profit of
Rs 7. Lot size = 1500, so total profitis: Rs 7 x 1500 = Rs 10500.

14



QUES 25:- Rohit wants to buy 20 contracts of XYZ futures at Rs. 3200
(contract multiplier is 40). Initial margin is 8%. How much will be the

initial margin to be paid?

A- Rs. 204800
B- Rs. 256000
C- Rs. 51200
D- Rs. 64000

Ans- A

Explanation: To calculate the initial margin, we need to first calculate the
total value of the contracts:

Total value = Number of contracts x Contract multiplier x Futures price
=20 x40 x 3200

=325,60,000

Initial margin = 8% of total value

=0.08 x ¥25,60,000

=32,04,800

15



 TIMES 0 INDIA——

Vikas Sharma
Faundar ‘-
Financial Street

T

Youth in India Embrace
Stock Market Investments

...........................................................................

The financial world s changing so fast and everyone wants to be
on the profit side. That's why individual investors and students
reqularly take investor awareness programmes. Recently, IAP was
conducted at a private management college in Gwalior where
Individual investors and management students learn about the
post-effect of covid -19 on jobs economy and investment.

As we all know, The Covid-19 pandemic was the worst crisis
since World War-2. Financial, soclal, and other consequences of
COVID-19 will remaln for many years. But as we know, everything
has its pros and cons. In Indian History, for the first time ever,
Demat Account across 10 Core. The Coronavirus badly hit the
stock market all over the world, but the Indian economy witnessed
a new investment trend, According to the data, Before Cavid-19In
March 2020, there were 4 crore demat accounts and only in 2-3
years 6 crores of new accounts were reported.

As a country with the largest young population, expecting a
booming economy, Indianyoung Investors show an unprecedented
degree of financial prudence. Most young investors directly invest
In the market, without having proper knowledge.

You must have heard of Rakesh Jhunjhunwala and Warren
Baffett , we know them as a big bull. They have made billions
of dollars in the linancial market, They used time as money and
converted thelr money into wealth

Benjamin Graham,known as the ‘Father of Investment,’ famously
stated,"Investing In knowledge yields the most profitable interest.”

According to NSE, 80 to 90 percent of Investors lose their hard-
earned money in option and day trading, Beware of fraud on
YouTube and telegram channels. Atleast invest 10% in education
of your investment.

HOW TO SELECT A MULTI-BAGGER STOCK?
Before selecting a multi-bagger stock, investors must investigate
the business,

HERE ARE SOME KEY FACTORS FOR SELECTING
MULTI-BAGGER STOCKS:

O Strong Management: A business cannot succeed without
strong management, Look at multiple aspects, like diversion of
funds, pledging of shares, board independence, discipline, and
obligation.

© Promoter Holding: Find a stack that has good promoter
holding which shows promoter confidence in their business.

© Good Earning: An investor earns money when the company
makes profits. Keep your eyes an the PE ratio and EPS.

Another crucial element lies in the marginal allocation of funds,
Utilising technical analysis for enhanced timing and upholding 2
robust risk managemeant strategy are imperative. For Instance, a
group of acquaintances invested 1,000 rupees in I in 1980,
which burgeoned to 1894 crores by 2021.
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About Us

Financial Street is a well-recognized name in the financial market
education. We are specializes in training investors and providing high
quality training to investors and traders across the country. Our vision is
to be the most sought after learning provider in the areas of finance and
leadership learning.

Financial Street is a group of professionals; our educational program
is anchored around that philosophy. Our program is guided by our vision
and mission.

We Offer Mock Test Series
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NCFM Certification *._I_I,.{,Eﬁm
Contact Us

Financial Street
136, Mayur Nagar, Thatipur, Gwalior 474011(M.P.)
Email: contact.fstreet@gmail.com
Web: https://www.financialstreet.in/
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This Mock Test is developed by
Mr. Vikas Sharma (Financial
Analyst & Having more than 15
years’ Experience in Financial
Market) in coordination with the
Team of Financial Street. Mock
Test is reviewed by Dr. Uma
(Professor PHD in Economics).
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