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Note : Answer questions from each Section as 

directed. 

Section—A 

Note : Answer any two questions from this Section 

in about 500 words each. 2×20=40 

1. Explain the concept of risk and return related 

with financial assets. Discuss the various 

theories of asset pricing for determining the 

prices of financial assets. 20 

2. What are „derivative instruments‟ ? Explain the 

various financial derivatives traded in the 

financial markets. 20 
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3. Critically evaluate the Keynesian perspective 

on money. Describe the Keynesian analysis 

using IS-LM framework. 20 

4. “Mathematical models in credit risk serve a 

dual purpose of simultaneously estimating 

default probability as well as valuation of risky 

loans.” Elaborate this statement. 20 

Section—B 

Note : Answer any five questions from this Section 

in about 250 words each. 5×12=60 

5. What is meant by financial system ? Explain 

the role and significance of a sound financial 

system in the process of economic  

development. 12 

6. What is a money market ? Discuss the various 

instruments of money market used in India. 12 

7. Critically assess the Black-Scholes model of 

option pricing. 12 

8. What do you understand by market liquidity ? 

Explain how financial intermediaries increase 

the liquidity in the economy. 12 
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9. Discuss the various interest rate risk 

measurement models. 12 

10. Describe the main instruments at the disposal 

of the Central Bank to conduct monetary policy 

in India.   12 

11. State the achievements and failures of the 

Bretton Woods Institutions. 12 

12. Write short notes on any two of the following : 

(a) Optimum Currency Area (OCA) 6 

(b) Initial Public Offerings (IPOs) 6 

(c) Special Drawing Rights (SDRs) 6 
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