MERU UNIVERSITY OF SCIENCE AND TECHNOLOGY
P.0.B0ox 972-60200 - Meru-Kenya
Tel: +254(0) 799 529 958, +254(0) 799 529 959, + 254 (0) 712 524 293,
Website: info@must.ac.ke Email: info@must.ac.ke

University Examinations 2023/2024

FOURTH YEAR SECOND SEMESTER EXAMINATION FOR THE DEREE OF
BACHELOR OF FINANCE

BFS3451: ALTERNATIVE INVESTMENT

DATE: APRIL 2024 TIME: 2HOURS

INSTRUCTIONS: Answer guestion one and any other two questions

QUESTION ONE (30 MARKY)

a) Explain the following categories of alternative @stment (8 marks)
I. Hedge funds
il. Private equity
iii. Real assets
V. Structures products
b) Highlight the purposes of investing in alternatineestments (6 marks)
c) Briefly explain the following four categories ofdge funds (8 marks)
I. Macro and managed futures funds
il Event-driven hedge funds
iii. Relative-value funds
iv. Equity hedge funds

d) Discuss three real estate duration approaches 8 matks)
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QUESTION TWO (20 MARKYS)

a) Explain the treatment of tax in real estate investihtrusts (5 marks)
b) Discuss the factors that affect real estate prices (10 marks)
c) Describe the characteristics of commercial reatestectors (5 marks)

QUESTION THREE (20 MARKYS)

a) Discuss the motivation for using derivatives aytledate to alternative investing
(20 marks)
b) Commodities represent a substantial portion ofsted assets among institution. Discuss

the potential benefits of commodities (10 marks

QUESTION FOUR (20 MARK S)

a) With regard to financial derivatives, discuss tokofving important risk measures

i. Delta

il Vega

iii. Gamma

iv. Theta (10 marks)
b) Explain the justification for “fund of funds” (10 marks)

QUESTION FIVE (20 MARKYS)
a) Private equity firms generally receive a returrtlogir investments through three
avenues. ldentify and explain each of them médks)
b) Discuss the following two theories to financial ketrregulation
I. Public interest theory (8 marks)

il. Public choice theory (8 marks)
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