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 MECE-004  

MASTER OF ARTS (ECONOMICS) 

Term-End Examination 

June, 2021 

MECE-004 : FINANCIAL INSTITUTIONS  

AND MARKETS 

Time : 3 hours Maximum Marks : 100 

Note :  Attempt questions from each section as per 

instructions given.  

SECTION A 

(Long-Answer Questions) 

Answer any two questions from this section. 220=40 

1. What do you understand by an option in a 

financial market ? What are the major insights 

offered by Black-Scholes model on options  

pricing ? Discuss the assumptions made while 

deriving the Black-Scholes equations for pricing 

options.   

2. Discuss debt and equity as means of raising 

finance by a firm. In this context, discuss the 

Modigliani-Miller hypothesis.   

3. Describe the working of foreign exchange 

markets. Discuss the relative merits of fixed and 

flexible exchange rates.  

4. Analyse the Fisherian hypothesis regarding 

interest rates and inflation. In this regard, 

examine the Quantity Theory of Money.    
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SECTION B 

(Medium Answer Questions)  

Answer any five questions from this section. 512=60 

5. Critically assess the suitability of the linear 

probability model in the analysis of credit risk.  

6. What is Expected Utility Function ? What are its 

important properties ?   

7. Discuss the role of stock markets in the economy.   

8. Describe the flow of funds accounts of a nation and 

discuss their significance.   

9. Explain how banks create money by giving loans. 

Is there any limitation on banks to create credit ?   

10. Examine the Keynesian theory of the 

determination of interest rates.   

11. Discuss the role and functions of Securities and 

Exchange Board of India (SEBI).   

12. Write short notes on any two of the following : 

(a) DEMAT Securities  

(b) Value-at-Risk  

(c) Credit Risk  
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 E_.B©.gr.B©.-004  

E_.E. (AW©emñÌ) 

gÌm§V narjm 

OyZ,  2021 

E_.B©.gr.B©.-004 : {dÎmr` g§ñWmZ Ed§ ~mµOma 

g_` : 3 KÊQ>o  A{YH$V_ A§H$ : 100 

ZmoQ> : $ {XE JE {ZX}emZwgma àË`oH$ IÊS> go àíZm| Ho$ CÎma Xr{OE &  

IÊS> H$ 

(XrK©-CÎmar` àíZ) 

Bg IÊS> go {H$Ýht Xmo àíZm| Ho$ CÎma Xr{OE &  220=40 
1. {dÎmr` ~mµOma _| {dH$ën (options) go Amn Š`m g_PVo  

h¢ ? ãb¡H$-emoëg Ho$ _m°S>b Ûmam {dH$ën µH$s_V-{ZYm©aU na 
Š`m à_wI AÝVÑ©{ï>`m± àXmZ H$s J`r h¢ ? {dH$ënm| H$s$ 
µH$s_V-{ZYm©aU hoVw ãb¡H$-emoëg g_rH$aUm| H$mo {ZH$mbZo _| 
à`wº$ _mÝ`VmAm| H$s MMm© H$s{OE &  

2. G$U Ed§ B©{ŠdQ>r H$s MMm© {H$gr \$_© Ûmam {dÎm àmá  
H$aZo Ho$ gmYZm| Ho$ ê$n _| H$s{OE & Bg g§X^© _|  
_mo{S>p½b`mZr-{_ba n[aH$ënZm H$s MMm© H$s{OE &  

3. {dXoer {d{Z_` (foreign exchange) ~mµOmam| Ho$ H$m`© 
H$aZo H$s {d{Y H$m dU©Z H$s{OE & pñWa VWm ApñWa 
{d{Z_` Xam| Ho$ VwbZmË_H$ JwUm| H$s MMm© H$s{OE &  

4. ã`mO Xam| VWm _wÐm ñ\$s{V go g§~§{YV {\$ea H$s n[aH$ënZm 
H$m {díbofU H$s{OE & Bg g§X^© _|, _wÐm Ho$ n[a_mU 
{gÕm§V H$s Om±M H$s{OE &  
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IÊS> I 
(_Ü`_-CÎmar` àíZ) 

Bg IÊS> go {H$Ýht nm±M àíZm| Ho$ CÎma Xr{OE &  512=60 

5. gmI Omo{I_ Ho$ {díbofU Ho$ {bE a¡{IH$ àm{`H$Vm _m°S>b 
H$s Cn`wº$Vm H$m AmbmoMZmË_H$ _yë`m§H$Z H$s{OE &  

6. àË`m{eV Cn`mo{JVm \$bZ Š`m h¡ ? BgHo$ _hÎdnyU© JwUY_© 
Š`m h¢ ?  

7. AW©ì`dñWm _| ñQ>m°H$ ~mµOmam| H$s ^y{_H$m H$s MMm©  
H$s{OE &  

8. Xoe Ho$ H$mof-àdmh boIm| H$m dU©Z H$s{OE VWm CZHo$ _hÎd 
H$s MMm© H$s{OE &  

9. g_PmBE {H$ ~¢H$ {H$g Vah G$U XoZo H$s à{H«$`m _| _wÐm 
CËnÞ H$aVo h¢ & ~¢H$m| Ho$ gmI (credit) g¥OZ H$s j_Vm 
H$s Š`m H$moB© gr_m hmoVr h¡ ?  

10. ã`mO Xa {ZYm©aU Ho$ Ho$Ýgr` (Keynesian) {gÕm§V H$m 
narjU H$s{OE &  

11. ^maVr` à{V^y{V (Securities) Ed§ {d{Z_` ~moS>© (SEBI) 
H$s _w»` ^y{_H$m VWm H$m`m] H$s MMm© H$s{OE &  

12. {ZåZ{b{IV _| go {H$Ýht Xmo  na g§{jßV {Q>ßn{U¶m±  
{b{IE : 

(H$) {dn{ÌV à{V^y{V`m± (DEMAT Securities) 

(I) Omo{I_ _| _yë` 

(J) gmI Omo{˜_  

 

          


