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Note : Attempt questions from each section as per
instructions given.

SECTION A
(Long-Answer Questions)

Answer any two questions from this section. 2x20=40

1. Discuss debt and equity as means of raising
finance by a firm. In this context, discuss the
Modigliani-Miller Hypothesis.

2. Explain the Capital Asset Pricing Model (CAPM).
How does arbitrage pricing theory build upon the
CAPM ?

3. Discuss the relationship among money supply,
inflation and interest rates wusing Fisher’s
hypothesis.

4. What is a financial asset ? Explain three
approaches to the risks associated with financial
assets.
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SECTION B
(Medium-Length Answer Questions)

Answer any five questions from this section. 5x12=60

5. What are the important links between loans and
options ?

6. What do you understand by customs union and
free trade area ? Explain the differences between
the two.

7. Describe the process of issuing new shares. What
is the role of an underwriter in it ?

8. What is an expected utility function ? What
properties does an expected utility function
have ?

9. Critically assess the suitability of the Linear
Probability Model in the analysis of credit risk.
10. Distinguish between the following :
(a) Money and Near-money
(b)  Yield of a bond and Return of a bond
(¢) Banks and Non-bank financial
intermediaries
11. What are the major instruments of Monetary
Policy in India ?
12, Write short notes on any twe of the following :
(a) Demat securities
(b)  Credit risk
(¢)  Value-at-risk
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