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Write short notes on any two of the following : (9%2)

(a) Functions of Money

(b) Insurance Regulatory and Development Authority

(c) National Housing Bank
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This paper has 8 questions, out of which 5 have to be
done by the student.

Each question is of 18 marks.
Please attempt all parts of a question in one place.
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but the same medium should be used throughout the
paper.
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BE® B FEa : (b) What is money? What are the physical properties
of money? (6)
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/ 7. (a) Discuss the role of Reserve Bank of India in
1. (a) Discuss various determinants of -money supply in maintaining the financial stability of Indian
an economy? (12) Economy. (12)

e

(b) Why are postal deposits considered a part of (b) What is a Central Bank Digital Currency? Why is

Central Bank Digital Currency needed in India?
(6)
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liquidity aggregates? (6)
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(b) What are intermediate targets in monetary policy?
Critically examine the choice of the interest rate

as an intermediate target. (6)

() haw ITHTN G B WEE@UW J6l 8, Sow e
W W T WG T AR ST wer W
wewqy 31’ AR W F wo F 79w A o
R

(@) < Fif § e | w87 A wew B w9
TN
A W W D W A SRS S i)

6. (a) Derive deposit multiplier and complete currency
multiplier. What are the changes in deposits,
currency holdings and money stock if the RBI
purchases Rs. 1,00,000 worth of government
securities from open market when required reserve

ratio is 10%, desired excess reserve ratio is 5%

and currency deposit ratio is 25%. (12)
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(a) How do financial markets suffer from asymmetric

information problem? What are the tools used

by financial markets to address this problem?

(12)

(b) ‘Transaction costs freeze many small savers and

berrowers out of direct involvement with financial

markets.” Elucidate. 6)
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3. (a) Why was there a need to move from base rate
lending system to MCLR system? Discuss in this
context the effectiveness of MCLR system in
improving the transmission effects of monetary

policy. (12)

(b) Examine the following conceptual issues in

compilation of monetary aggregates. (6)
(i) Sectorisation issue

(ii) Coverage of Depository cqmoggiions
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4.

5.

(a) Explain the rationale for the Segmented Markets
Hypothesis. What are this theory’s major

weaknesses? . (12)

(b) Differentiate between 100% reserve banking

system and fractional reserve banking system.

(6)
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(a) It is not merely the number of instruments that
is important but the number of instruments
exerting independent effects on the target
variables. Explain this statement in the context 6f

12)

monetary policy.
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