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Attempt five questions in all,

Simple calculator is allowed.
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L. (a) Wh!it are the changes in the banking system  deposits

currenicy holdings and the money

stock for an nlé:lcn

market sale of 10 crore .rupces 2
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= 10%

() Required reserves ratlio -
(i) Desired excess reserves ratio = 5%
(iif) Desired currency to deposit ratio = 25%. 9

What arc the many ways in which options differ from

a futlure contract ? 6
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() JEEEH IR JATIE = 10%

(i) aifeq foRea SRFET IR = 5%

(i) aifed W S 3O = 25%
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Suppose investors prefer one year bonds to three year
bonds and will purchase a three year bond only if they

€xpect [0 receive an additional 2 per cent over the retum

from holding one year bonds. Currently one year bonds
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'0 5 percent next year and to 6 percent year afler.

() Which of the three models of term slructure is

relevant in this case 7

(i) s the yield curve upward sloping, flat or

downward sloping ? &

(i) What is the yicld on a three-ycar bond ? 6
(5)  What is the principal-agent problem in equity

contracts ? How can it be solved ? ' - 9
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Differentiate between exogenous and endogenous money
supply curves. 8

Explain the ways in which banks have developed several

mechanisms to overcome default risks and other

information asymmetries. 7
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d, (¢)  Discuss the efliciency of the following instrumenis

intermediate targets to achieve the objectives of

Mﬂﬂﬂlﬂr}‘ F'ﬂli'l:}' .
() Interest rate
(i) MQI'IE}' 5upp|}r_.

(6)  Graphically explain why an investor who purchases a

callable bond requires a call premium. 7
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Discuss the impact of the following variables on the
1 :
qey supply in the Indian cconomy :
mone)

() Rise in C/DD ratio (c)

(in Rise in TD/DD ratio (1)

(i) Rise in non-borrowed reserves (110)

(iv) .Risc in excess reserves holdings of banks (ER). 8
How is Basel M1 an improvement over Basel Il ? 7
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Explain the rationale for the expectations hypothesis ?

f
What are he theory’s major weaknesses ? 8

Brir_-ﬂy discuss the reforms undertaken in the Government

Securities markets in India. 7
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(@)  What is meamt by asset securitization ? In what way
cun. asset sccllritizntinn reduce the cost of funds for

an issuer ? 8

(5)  Jan Tinbergen claimed that it is not merely the number
of instruments that are important but the number of

instruments exerting independent effects on the targel

variables. Elucidate. : 7
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8 \Write short noles ont any fwo of following : 28475

- i
public determinants of money supply

(1

*{'-.;] Fri"}ar}'ﬂl}‘lrfft Efl:ufril.i':s in India

(iin  Liguidity premium.
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