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MASTER OF ARTS (Economics)

g Term-End Examination
@) June, 2013
g MECE-004 : FINANCIAL INSTITUTIONS
AND MARKETS
Time : 3 hours Maximum Marks : 100

Note :  Answer questions from both the parts as per instructions.

PART- A
Attempt any two questions from this part : 2x20=40

1.  What is a financial asset ? Explain the three
approaches to the ‘risks’ associated with financial
assets.

2. What are derivatives ? Explain the concepts of

‘options’. What distinguishes an American option
from a European option ?

3.  What are the publicity traded financial assets ?
How does Moody’s KMV approach estimate asset
value and volatility ? How does it reconcile the
Expected Default Frequency and Actual Default
Frequency ?

4. Explain Fisher’s hypothesis regarding Money,
Interest and Inflation. Also evaluate the evidence
that emerges from India in this regard.
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PART - B
Answer any five questions from this part.  5x12=60

5. Explain the Arbitrage Pricing Theory.

6.  What do you mean by currency convertibility ?
What is the importance of current account
convertibility ?

7. What are the functions of a Central Bank ? How
does it control credit creation by Commercial
Banks ?

8. Whatisleverage ? How does a firm using levera ge

benefit from it ?

9.  Explain the main features of secondary market
structure in India. Which are the principal
institutions operating in it ?

10. How does a customs union functions ? Is it
different from an optimum currency area ?

11.  Explain decision making under uncertainty. What
are the features of a utility function under

uncertainty ?

12. What do you mean by initial public offering ?
What are its costs ?
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2.  HI%T (derivatives) 1 §7 ‘fawedl’ (options)
i WIS 1 90 FIT | SR faened, AR
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