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MASTER OF ARTS (ECONOMICS) 

Term-End Examination 

December, 2017 

MECE-004 : FINANCIAL INSTITUTIONS AND 
MARKETS 

Time : 3 hours 	 Maximum Marks : 100 

Note : Attempt questions from each sections as per instructions. 

SECTION - A 

Attempt any two questions from this section : 
2x20=40 

1. Describe and compare the binomial model and 
the Black Scholes formulation of derivative 
pricing. 

2. What is the need for capital regulator in India ? 
Give reasons. Explain the objectives and functions 
of SEBI. How far has SEBI been successful in 
protecting the interest of investors ? 

3. Critically examine the Quantity theory of money. 
Discuss the Fisher hypothesis regarding interest 
and inflation. 

4. What are derivatives ? Explain the concepts of 
options. What distinguishes an European option 
from an American option ? 
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SECTION - B 

Answer any 5 questions from this section : 5x12=60 

5. What is meant by currency convertibility ? What 
is the importance of current account 
convertibility ? 

6. Explain the Arbitrage Pricing theory. 

7. Explain the functions of RBI. How does RBI 
control credit creation by commercial banks ? 

8. What is a custom union ? How does it work ? In 
what way is it different from an optimum 
currency area ? 

9. Distinguish among Markov expectation, adoptive 
expectations and rational expectations. 

10. Critically assess the suitability of Linear -
Probability model in the credit risk analysis. 

11. Discuss the main functions of a Merchant Bank. 

12. Point out the differences between swaps, futures 
and forward contracts. Under what conditions 
swaps can be used. 
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