No. of Printed Pages : 4 MECE-004

M.A. (Economics)

Term-End Examination
December, 2010

MECE-004 : FINANCIAL INSTITUTIONS
AND MARKETS

01213

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 2x20=40

1. Discuss Milton Friedman’s Modern Quantity
Theory of Money and compare it with Keynes’s
Theory of Demand for Money.

2.  What are the main components of a financial
system? What are the functions of a financial
system in the process of economic development ?

3.  Explain the Capital Asset Pricing Model. How
does the Arbitrage Pricing Theory build upon the
CAPM ?

4. Describe the ways in which companies raise
finance. Discuss the main issues regarding the
capital structure firms.
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, SECTION - B
Medium - Length Answer Questions

Answer any five questions from this section. 5x12=60

5.  Discuss the Efficient Market hypothesis.
6.  Discuss Fishe’s hypothesis.

7. Explain how banks create money supply by
giving loans.

8. What is a commodity future market ? Explain
the functioning of such a market. '

9. Discuss the role and functions of Securities and
Exchange Board of India (SEBI).

10. How does a fixed exchange - rate system work in
practice ? How does the Central Bank of a
country intervene to control the money supply in
the presence of a fixed exchange rate system ?

11. Examine the need and role of depositary system
in secondary financial markets.

12. What do you understand by the flow: of funds
matrix of a country ? What are the uses of flow of
funds accounting ?

13. Distinguish between the expectation hypothesis
and the market segmentation hypothesis for the
explanation of the “term structure of interest rates’.
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