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MASTER OF ARTS (Economics)
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MECE-004 : FINANCIAL INSTITUTIONS
AND MARKETS

Time : 3 hours Maximum Marks : 100

Note : Answer questions from each section as per instructions.

SECTION-A
(Long answer questions)
Answer any two questions from this section. 2x20=40
1.  What do you understand by a financial system ?
Discuss the functions that are performed by a
financial system in the process of economic
growth.

2.  Describe the flow-of-funds matrix of an economy.
Mention the uses of flow-of-funds accounting.

3.  Explain how expected utility is used in decision
making under uncertainty ? What do you
understand by risk aversion ?

4. Describe and compare the binomial model and
the Black-Scholes formulation of derivative
pricing.
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SECTION-B
(Medium-length answer questions)
Answer any five questions from this section. 5y12=60
5.  What is merchant banking ? Describe the
functions of a merchant bank.

6.  Whatis a bank panic ? How does it occur ? How
can it affect even otherwise healthy banks ?

7. What are the differences between futures and
forward contract ? Explain the nature of futures
as an important derivative. How do futures help
in risk management ?

8.  Explain:
(@) TheKeynesian theory of demand for money.
(b) Liquidity preference theory of interest.

9.  What are the functions of the Central Bank of a
Country ? What are the instruments at the
disposal of the Reserve Bank of India to conduct
monetary policy ?

10. Explain how the logistic regression model (logit
model) can be used in credit risk analysis ?

11. What do you understand by customs union and
a free trade area ? Bring out the difference
between them.

12.  What do you understand by :
(a) Oversubscription of IPOs
(b)  Underpricing of IPOs ?
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