
[This question paper contains 4 printed pages.]

Sr.No. ofQuestionpaper    :      6231

Your Roll No ................

J
Unique paper code                :      2273102006
Name of the paper                 :      Money and Financial Markets
Name of the course              :      Common pool of Discipline specific Elective
Semester                                     :      IV/VI
Duration :  3 Hours                                                                                   Maximum Marks :  90

Instructions for Candidates
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be  used  throughout  the  paper.
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1.     (a)    What  prompted  the  Third  Working  Group  on  Money  Supply  (1998)  to
recommend a revision of India's monetary aggregates? What were its key
recommendations, and what are the main features of the revised monetary
and liquidity aggregates?

(b)   Differentiate between exogenous and endogenous money supply curves.
Discuss various factors that change the supply in money curves.         (9+9)

2.     (a)    How do options differ from futures in terms of risk-reward, margin treatment,
and investor use, especially considering options'  asymmetric payoffs and
institutional preference for OTC options? Use diagrams where appropriate.

(b)   Interest rate swaps can be interpreted either as a portfolio of forward contracts
or. as a conibination of cash market instruments. Analyze the structure and
fqnctioning  of a  fixed-for-floating  interest  rate  swap,  highlighting  the
implications for each party under rising and falling interest rate scenarios.
Compare this with the risk-return profile of FRAs and interest rate futures.
Use numerical or diagrammatic illustrations to support your analysis.

(9+9)
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3.     (a)    Ravi, a fixed-income investor, is evaluating two debt instruments available in
the secondary market.  One is a coupon bond with a face value of 1,000,
and the other is zero coupon bond. He is particularly interested in the coupon
bond that has the following characteristics :

•  Face Value:  1,000
•  Annual Coupon Rate:  8°/o (paid annually)
•  Time to maturity:  1 year
•  Current Market Price: 950

He also sees a discount bond maturing in  180 days, available for 940 and
maturing at  1,000.
Ravi wants to calculate :

(i)  Annual coupon payment of the coupon bond
(ii)  Current yield of the coupon bond
(iii)  Discount yield of the discount bond
(iv)  Based on the yields, which bond is more attractive in the short term?

(b)   Critically analyse the evolution of the RBI's bank lending rate systems from
the PLR to the MCLR with reference to their impact on monetary policy
transmission. In your answer, evaluate the shortcomings of each system and
how they influenced the Reserve Bank's subsequent reforms.             (8+10)

4.     (a)    Give a brief account of effectiveness of the monetary policy transmission
mechanism  in India between February 2019  and January  2020.  In your
answer, evaluate both the "inner leg" and "outer leg" of transmission, and
comment on the role of institutional reforms such as the extemal benchmarking
system.

(b)   Compare  and  contrast  the  instruments  of Commercial  Paper  (CP)  and
Certificate of Deposit (CD) in terms of structure, regulation, participants,
and risks. In your view, which of the two better supports the needs of short-
term corporate financing in India, and why?                                               (9+9)

5.     (a)    Discuss the evolution and regulatory framework of payment systems in India,
highlighting the key institutions involved and their respective roles.

a)   Evaluate how the introduction of CBDCs could impact the traditional banking
system in India. In your answer, consider both potential benefits and risks,
and suggest measures to manage those risks.                                            (8+10)

6.     (a)    The U.S. Federal Reserve is aiming to reduce unemployment to a target
level of 4% and maintain inflation at 2%. Currently, the economy is at a point
in the short run aggregate supply and demand set up, where both inflation
and un.employment are higher than desired. The Fed decides to increase the
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money supply, shifting the aggregate demand curve rightward. Despite this,
the economy only achieves one of the targets - either unemployment or
inflation, but not both.

(i)  Using the Tinbergen Rule, explain why the Fed fails to achieve both
targets.

(ii)  Identify the Policy limitation using the SRAS-AD framework and discuss
why having multiple instruments that affect only AD is insufficient.

(b)   Give a brief account of the lags in the implementation of the monetary policy
in India.                                                                                                                          (12+6)

1.      (E)  gr aIT55TI{aeedH¥ (1998) ri a]Trai±ifeHgiv¥rfuFTiftiaT5Tfu
ed i} ft ia5H Hi{qT i ire fiFT7 EHEa HgRT ice iFqT fi, air tiun ire
air a{atIT Hgiv ch gr firfe tFqT ¥?

(iF) qRI 3ir afch gr eniF T3fi i± fa Gin Eifei IET Tri a. enst ri ed
qTa fafiH ffiTdi tR ed armi                                                            (9 + 9 )

2.     (tF.) irm-FT, qTffi3qFT Sit ifro rfu i} fat ¥ Gin qTqET a ian fiFT
aa ¥, fiin RI a fiqTFfi i} fflrfu g]TanF 3ft{ 5ffi fiq5FIf i} ft tin
rfu T[{ iaFT ed gp7 ri 3qgqH a, q# 6TRdi iFT wh api

(-F)qTiFT€IththtqTenqTchTifeqifeiiH`ic.in`irtlq`ii±5q.¥qTi]EFEqTffltenFif
i+ rfu a 5q. a Ei TIT di €i qap Sit firfu qli5T i{ qREFfi E} iTEd HEfa
trm i± iir iafas tlI Hqim ri gg, vtF iaRI-a-3Tch xpTiff €{ th fl
wh air ct,H.Hu"r`I tFT fiwh trmi iHEfi ga]T FTen{T 6ft{ ETiFT TEE tmaET i±
ira-RI ha a qRIi 6Tqi ftrfu i5T wh ed i* te ti.`pHi,Itch qT
erRE iin iFT wh apt                                                 (9+ 9)

3.      (EF)  fi, VEFT iffi am qTaT ifro, iifeaTenI ¥ T3tTRE a HUT en€Fff tFT Tgiv
ffi{ T5T ¥1 viF qFT ire a iin riffa qu {i,000 a, 3it qu{T qu qEFT ire ¥i
qa iain iFT a qEFT ire ¥ rfu iRIaT a ias @tTirtlRqtl iaife ¥ :

•  ctffa TF :  =i,000
• ife qFF EI : 8%  (ife grmF)

..           .   HRvq.citli  t5T HFZT :   i  rf

• fa tmFT TF : {950
tla 180 ian a qRqffl di qTaT ¥tF i3dr ife th in €, ch {940 ¥ 3qaaT
a 3ife  {i,000 tR qRqiH in ¥i
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4.

6.

4

fi TTrm iRT iTT5ffl a :

(i), qEFT ire ffl ife qFT ¥TanT
(fi) iF ife ffl wh Hfha
(iii) i± ife tFT i± Hffro
(iv) Hffro i} 3maR TIT, SIRE ¥ rfu-en ire rfu aTT5fa €?

(.RT)  ife ffi rfu tl{ itqaan a qufroalR aEF 6TTch6TE Ei as aeuT €{ Huffi
i} faiRT i± Ham i}  6]i`qh[6i-lie ifl fa HUT it Huffi tFT tiHidltiiicHch  iarfu

qrmi ri 3i]{ ¥, Haffi rfu fi ETffi ffiT giv qrm 3it ri fat 3ffi
ias fa Er ala t} grTti a ian mTrha fini                                     (8 + io )

(E) Fed 2019 air ed 2020 ii fa ama ¥ life ffi ch fa fl HHfifro t5T
tffha iin aitri aTqi t3i]{ a, ch ii "3Tfaifa ft» 3ife "ife tt» RE t5T
giv qRI, air rfu ainTfafu rfu ca tin xprd. a aEfty q{ ian
EHE[

(iF) ch,  fiiin,  Hfarfu.  3ft{ chian. E} wif a.  cuitlit€+cn  T]a  (an)  air
iHFT mTuma  (RE) i± enFif @ ga]T air Gin rmi  rd fi" ¥, it@. ¥
a rfu-en eTRa $ 3+c+ichiiticn ffi iatl`i\`ii`H @ ed. iFT aiRT wh ifi{aT €,
3ft{ ed7                                                                                                                     (9+9)

(iF)  ema ti g]fflT Huffi Er ifro Sit fi€ ch t]I ed dife, iH¥ rfu i[gr
wh 6it ffi ifRE Qgivch T7{ HErm ae]

(-a)qaTgivapiaTtitREtfrF3TTarm¥qTiferfuwhaianmTrRI
tfi{ wh €i wh 3i]{ ¥, irfu enT Sit irm iffi T]{ fiat ap, 6fi{ T3T
RE qfr rfu ed i± i3trm edi                                         (8+io)

(tF) q;qH:. iha RE ate a 4 % i} aca i5{ i]tF tFF ed 3ft{ © ch 2 % T]t
a]TTedEFTacaqFT{5T€iwhS,ffldintiFTrrfui5aerFgr3irrfuiFEIRIT
i± ¥EF R fig TI{ ¥, ri © Sir aawh an a 6iaen a 6TRis ¥i its a i5a
wh qff ch rf ck tqTffi ed gg €FT anat5 ri 5T fro iini i5ti qTqiF,
er± iha ¥EF arm TTTqa ed a - tit ch aen qT giv, aiir as ffii

(i) iarfu iin iFT rfu ed gT, wh fa its an ed a qTtH ed ¥
fha ed "1

(ii) qui3TRqqH-® ch tFT wh its itfa th ch T]5FFT trm Sir ed
qPrPe far fa Tfr a mrfu ed ri qT€ 3tlEF{OT 3Tqfa ed ¥i

(iF)  a]TRT ¥ iHfa ffi i± q,IqTqql ¥ tft tFT ffi iin rmi               (i2+6)
(1500)


