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Note : Attempt questions from both Sections as per 

instructions given. 

Section—A 

(Long Answer Type Questions) 

Note : Answer any two questions from this  

Section in about 500 words each. 2×20=40 

1. What are the main components of a financial 

system ? What are the functions of a financial 

system in the economic development of a 

country ? 
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2. What are the various ways in which companies 

raise finance ? Discuss the main issues 

regarding the capital structure of firms. 

3. Explain the concept of an option as a financial 

asset. Discuss the Black-Scholes’ model of 

pricing of options. What are its limitations ? 

4. Discuss Milton Friedman’s modern quantity 

theory of money and compare it with Keynes’ 

theory of demand for money. 

Section—B 

(Short Answer Type Questions) 

Note : Answer any five questions from this  

Section in about 250 words each. 5×12=60 

5. Discuss the main functions of investment 

banks. 

6. Explain the nature of futures as a financial 

derivative. How does it help in risk 

management ? 

7. Explain the nature and significance of money 

supply using the money multiplier process. 
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8. Explain the need and role of depository system 

in secondary financial markets. 

9. Distinguish between the expectations, 

hypothesis and the market segmentation 

hypothesis for the explanation of the ‘term 

structure of interest rates’. 

10. Bring out the salient features of the Capital 

Asset Pricing Model (CAPM). 

11. What advantages do flexible exchange rates 

have over fixed ones ? 

 12. Discuss the role of SEBI in the Indian Financial 

Market. 
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