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Instructions for Candidates

1. Write your Roll No. on the top immediately on receipt of this question paper.

2. This paper has 7 questions, out of which 5 have to be done by the student.

3. Each question is of 18 marks.

4. Please attempt all parts of a question at one place.

5. Answers may be written either in English or Hindi; but the same medium should be used
throughout the paper.

01

Derive and explain the complete money multiplier equation.

Explain the Principal-Agent problem in equity markets contracts. Which tools can solve it.
(6,12)

Given required reserve ratio is 10%, desired excess reserve ratio is 5% and desired currency to
deposit ratio is 25%, how does an open market sale of Rs 500,000 change deposits, currency
holdings and money stock. How does your answer change if the required reserve ratio rises to
20%. Interpret your answer.

Differentiate between the base rate and Marginal Cost of Funds based lending rate (MCLR).
How do they explain the process of monetary transmission?

(6,12)

What is high powered money? Explain the various sources of changes in it ?.

Explain the key factors of financial sector reforms on banking sector since 1991 with special
reference to gross non-performing assets (GNPAs) of Indian banks.

(6,12)




Explain the role of Public as a determinant of money supply.

“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 of
monetary policy instruments and targets.

(6,12)
Q5.
a. Explain the problem of lemons in stock and bond markets. Which tools can solve this issue.
b. Explain how the Expectation Market Hypothesis and Segmented-Market Hypothesis are
different versions of the Preferred- Habitat Hypothesis. Discuss with example.
(6,12)
Q6.
a. Explain the difference between M; of the second and third working group report of RBL. Why
is M3 of the latter considered too aggregative?
b. What are intermediate targets? Critically examine the rate of interest and money supply as an
intermediate target of monetary policy. (6,12)
Q7. Ques 8. Write short notes on any two of the following. (9x2)

a) National Bank for Agriculture and Rural Development

b) Pecking order hypothesis.

¢) ‘CBDC: central bank digital currency as the future money in India’.
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Q1.
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(6,12)

Q2.
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(6,12)

Q3.
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(6,12)

Q4.
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Q6.

a. s hT q:\':lﬂ' IR I SRR (Working Group) #7 ROl & fRw aiv M3 &
FIT 3R g2 Iy RAE &1 M3 3ca®s gaAfFa (too aggregative) FAT HIT ST 87

b. FEAAT 8T (Intermediate Targets) 3T glct &7 &meT & 3R #qar 3mafel =

FqeIaar Aifges o8 & & F gAEISIcA S T O WAT]
(6,12)

Q7/

e & @ e a7 W dfarea feogol faf@e —
(9x2)

a) TUSET iy 3R amior faera d% (NABARD)
b) YT 31187 aREeT=aTr (Pecking Order Hypothesis)
¢) “CBDC: iRl # #fasy i 74T & ¥9 # Hdw d& RBioee wE

(1500)




