IDFM ASSIGNMENT 1
1. C
2. C
3. D
4. A
5. C
6. C
7. B
8. B
9. B
10. A
11. B
12. A
13. A
14. D
15. A) A minimum variance hedge ratio is that ratio which would optimize the hedge ratio in terms of movement of the spot price and futures price.
B) Short futures position
C) Minimum variance hedge ratio = 0.95 * 0.43/0.40 = 1.02125
No. of contracts = 55000*1.02125/5000 = 11.23375
D) By tailing the hedge
