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BACHELOR'S DEGREE PROGRAMME 

Term-End Examination 

December, 2014 

ELECTIVE COURSE : ECONOMICS 

EEC-19 : INDIAN FINANCIAL SYSTEM 
Time : 2 hours 	 Maximum Marks : 50 

Note : (i) Answer five questions in all, selecting two from 

section A, two from section B and question No.9 

which is compulsory. 

(ii) Your answers to questions should be in about 

400 words each in section A, about 300 words 

each in section B and about 150 words in 

section C. 

SECTION — A 

Answer any two questions from this section. 

1. What do you mean by flow of funds ? Explain 
the sources and uses of funds. 	 4+8=12 

2. What is the difference between gross interest rates 
and net interest rates ? Explain with the help of 
market segment theory, how the shape of yield 
curve is determined. 	 4+8=12 

3. Name the major participants who supply and 
demand the funds in money market. Discuss the 
role played by RBI as Central Bank in Indian 
Money Market. 	 4+8=12 
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4. 	State the different sources from which a company 
can raise its capital. Also explain in brief the norms 
that have been laid down by SEBI for entry of the 
companies in the new issue market. 	4+8=12 

SECTION - B 
Answer any two questions from this section. 

	

5. 	What is a Non-Performing Asset (NPA) ? State 	8 
the circumstances in which an asset can be treated 
as non-performing asset. 

	

6. 	Give an account of financial activities of SIDBI. 	8 

	

7. 	Distinguish between any two of the following : 	8 
(a) Credit risk and Financial risk 
(b) Share and Debenture 
(c) Repo and Reverse Repo 
(d) Cash Reserve Ratio and Statutory Liquidity 

Ratio 
(e) Commercial Bank and Investment Bank 

	

8. 	What is a mutual fund ? Which risks are involved 	8 
in investing in mutual funds ? 

SECTION - C 

	

9. 	Explain any four of the following : 	 10 
(a) Special Drawing Rights (SDRs) 
(b) Hedging 
(c) Treasury Bills 
(d) Underwriters 
(e) Stock Exchange 
(f) Options 
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