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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. Bring out the role of financial system in
economic development of a country. Describe

the main components of a financial system.

2. Discuss the importance of debt and equity
share capital as means of raising finance in the
capital market. In this context, discuss the

Modigliani-Miller hypothesis.

P.T.O.
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3. What is the need for regulation of capital
market in India ? In this context, critically

examine the role of Securities and Exchange
Board of India.

4. Describe the importance of expected utility in
decision-making under concertainty. Explain

how risk-aversion influences decision-making.
Section—B

Note : Answer any five questions from this

Section in about 250 words each. 5x12=60

5. Describe the importance and functions of

merchant banks.

6. Distinguish between futures contract and

forward contract.

7. What is meant by convertibility of a currency ?
Describe  the importance of  currency

convertibility.

8. Explain the relationship between risk and

return of a portfolio.

9. Bring out the basic tenets of expected utility
hypothesis.



[3] MECE-004
10. Distinguish between customs union and a free

trade area.

11. Describe the functions of the Reserve Bank of
India. How does it control credit creation by

commercial banks ?

12. Write short notes on any two of the following :
(a) Merchant Bank
(b) Arbitrage Pricing Theory

(c) Leverage

P.T.O.
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