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Note : Attempt questions from both Sections as per

instructions given.

Section—A

Note : Answer any two questions from this

Section in about 500 words each. 2x20=40

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

Modigliani-Miller hypothesis.

P.T.O.
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2. Explain how expected wutility is used in
decision-making under uncertainty. What 1is

meant by risk-aversion ?

3. Explain the Capital Asset Pricing Model
(CAPM). Discuss how the Arbitrage Pricing
Theory builds upon the CAPM.

4. Explain the supply of money through the
money multiplier process. What would be the
effect of an increase in money supply on the

equilibrium in the money market ?
Section—B

Note : Answer any five questions from this

Section in about 250 words each. 5x12=60

5. What is Customs Union ? How does it work ? In
what way 1s a Customs Union different from an

Optimum Currency Area ?

6. Write short notes on the following :
(a) Functions of a Merchant Bank

(b) Futures market



7.

10.

11.

12.
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Explain flow-of-fund accounts of an economy.
What is a flow-of-funds matrix ? What is its

significance ?

What is a commodity futures market ? Explain

the functioning of such a market.

Bring out the salient features of the Loanable

Funds Theory of interest rates.

Discuss the role of stock market in an economy.

As an asset, how does a bond differ from a

share ?

Distinguish among Markov expectations,
adaptive expectations and rational
expectations.

Distinguish between the following :
(a) Money and near-money

(b) Banks and non-bank financial

intermediaries

(¢) Current yield and yield to maturity

P.T.O.
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