[This question paper contains 8 printed pages.]

Your Roll NoO.coerennaeenes

Sr. No. of Question Paper : 3182 A

Unique Paper Code . 12277606

Name of the Paper . MONEY AND FINANCIAL
MARKETS

Name of the Coursé - BA (HONS) ECONOMICS

Semester . VI — CBCS DSE

Duration : 3 Hours Maximum Marks : 75

Instructions for Candidates

1. Write your Roll No. on the top immediately on receipt

of this question paper.
2. All questions carry equal marks.

3. Answer any FIVE (5) questions.

4 Answers may be written either in English or Hindi;
but the same medium should be used throughout the

paper.

=1 e o A i C L

1 wm—w%ﬁﬂ%awﬁqwﬁuﬁammm
Fgaen Ty |



3182 2
2. aft Al & TR Fw R
3. Tl drta (5) vt @ I AR |

4. TEYT-TF H IR N a1 RE ot v s A ARvre, T
THl IR 1 AEAH T € B =R |

1. (a) Define money according to the ‘a priori or
theoretical approach’ and ‘empirical approach’.

Which do you think has a greater analytical appeal
and why? (7)

(b) What is the residency criterion used in the financial
| aggregate of the IIIrd Working Group of the RBI?

Why are the postal deposits considered as part of
Liquidity Aggregates? (8)
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2.

3.

(a) The principal Agent problem in Equity Contracts
explains why debt contracts are more prevalent
in financial markets than Equity Contracts. Does
use of debt contracts solve the Moral Hazard

problem? (8)

(b) Discuss the Liquidity Adjustment Facility as an

instrument of liquidity management in the economy.

(7)
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(a) Discuss the role of margin requirements in future
contracts. “Futures contracts are leveraged

instruments that can be used to control risk.”

Elucidate. (8)
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(b) Using a hypothetical example explain the profit/

loss profiles of long call options. (7)
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(a) Preferred habitat hypothesis explains generally

upward sloping yield curve based on the empirical

%)

evidence. Discuss.

(b) Explain why an investor who purchases a callable

(6)

bond requires a call premium.
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5.
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(a) Critically examine how the MCLR system is an

improvement over Base rate. (6)

(b) Suppose the central bank decides to make

Rs. 100,000 open market sale. If high powered
money (H) = Rs. 25,00,000/-, required reserve
ratio (rr) 0.4, excess reserve ratio (er) = 0.05 and
currency deposit razltio (cd) = 0.25, what will be

the total currency holdings of the public? (9)
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6.

What is the General Monetary Policy framework?
Briefly describe the evolution of various monetary

policy frameworks in India since the mid-1980s.

(15)
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(a) Examine the following statements in the Context

of Basel III in International and Indian context :

(i) “It was actually the risk sensitive
framework of Basel II that caused the 2008

Global Financial crisis’?.

(ii) Basel III is an Improvement over Basel II.

(10)

(b) Weighted monetary Aggregates have deficiencies
of operationalization rather than conceptualization

as compared to simple sum aggregates. Elucidate.

(5)
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Write short notes on any two of the following:

(i) Interest rate Channel

(ii)) Lemons problern:. in Financial Markets

(iii) D-SIBs and G-SIBs (15)
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