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AND MARKETS

Time : 3 Hours' Maximum Marks - 100

" Note : Attempt questions from each Section as per

instructions given.
M

Section—A

Note : Answer any two questions from this Section.

2x20=40

1. Discuss Milton Friedman’s quantity theory of

money and compare it with Keynes’ theory of
demand for money.

2. Describe the ways in which companies raise
finance. Discuss in this context the Modigliani-
Miller hypof;hesis.

P.T.0.
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3. Explain Black-Scholes formula for pricing a

financial instrument.

4. Discuss Markowitz’s theory of portfolio
gelection. Explain, how the capital asset pricing
theory builds upon Markowitz’s theory.

Section—B

Note :Answer any five questions from this Section.
5x12=60

5. Discuss the main functions performed by

investment banks.

6. Explain the nature of futures as an important
derivative financial instrument. How does it

help in risk management ?

7. What do you understand by the flow-of-funds
matrix of a country ? What are the uses of flow-

of-funds accounting ?
8. Discuss the Efficient Market hypothesis.

9. Explain, how banks create money supply by

giving loans.
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10. How does fixed exchange rate system work in

11.

12.

practice ? How does the central bank of a
country intervene to control the money supply

under a fixed exchange rate system ?

Discuss the role and functions of Securities and
Exchange Board of India (SEBI).

Discuss Fisher’s hypothésis about relationship

between inflation and interes_t rates.

P.T.Q.
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