02088

No. of Printed Pages : 4 MECE-004

Time :

MASTER OF ARTS (Economics)
Term-End Examination
December, 2013

MECE-004 : FINANCIAL INSTITUTIONS
AND MARKETS

3 hours Maximum Marks : 100

Note :

Answer questions from both the parts as per instructed.

PART- A
Answer any two questions from this part :  2x20=40
Discuss debt and equity as means of raising

finance in the capital market. In this context
discuss the Modigliani-Miller hypothesis.

Explain Black-Scholes formula for pricing a
financial instrument.

Explain the role of deposit insurance in protecting
interests of the depositors. What role is played by
financial intermediation in the conduct of
monetary policy ?

What is the importance of duration in the analysis
of ‘fixed income securities’ ? Explain the modified
duration measures in this context.

PART- B
Answer any five questions from this part :

Explain the relationship between Risk and Return
of a portfolio.

5x12=60
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10.

11.

12.

Explain the expected utility hypothesis.
Explain the Capital Asset Pricing Model (CAPM).

What are the advantages of flexible exchange rates
over the fixed ones ?

Explain the Linear Probability Models of
estimating the risk of default.

Briefly explain J. P. Morgan’s idea of credit metrics.

What are the major instruments of monetary
policy in India ? Explain.

What are the main intermediaries in the primary
market in India ? Explain.
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11.

12.
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