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Note : This question paper has three Sections. 

Attempt the questions as instructed in each 

Section. 

Section—A 

Note : Answer any two questions from this section. 

   2×20=40 

1. What are financial institutions ? Discuss their 

role in the economy. 

2. Discuss the concept of financial instruments. 

Explain time-value of money used in the 

financial planning. 8+12 
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3. Discuss the capital asset pricing model Bring 

out its limitations. 

4. What do you understand by the term 

‘derivatives’ ? Discuss how the prices of 

‘forwards’ and ‘futures’ are determined. 

Section—B 

Note : Answer any four questions from this section. 

   4×12=48 

5. Discuss the importance and functions of 

financial markets in a modern economy. 

6. Explain various types of financial instruments 

that are exchanged in a financial system. 

7. (a) Distinguish between nominal rate of 

interest and effective rate of interest. 6 

(b) Explain how future value of a series of 

annuity is calculated. 6 

8. Discuss the various methods by which the 

valuation of bonds is carried out ? 

9. Explain  the main criticism of rational choice 

theory. 
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10. What do you understand by venture capital ? 

Discuss various methods of venture capital 

financing. 

Section—C 

Note : Answer all questions from this section. 

  2×6=12 

11. Explain the following : 

(a) Allais Paradox 

(b) Yield to Maturity 

12. Differentiate between the following :  

(a) Debt Market and Equity Market 

(b) Framing and Anchoring effect 
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