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FfEEd | A H MG Al UiRa e A &
FRHI F TRET AR HIQI (5)

i S g $100,000 A FH WEQ AR
Well ook fasht (open market sale) & S Wer #
fiEe smi 21 10% & SMawEE IREE U, 5%
& sifaRea smfe s 3R 0.25 & AET- W AT
T A §Y, SR T, GG T e S Aqa
AT W H/A TAE & IO S (4)

f¥n wwen, wfquer SR@ (counterparty risk) 3R
W A & we o arer sy (futures)
WREE IEl ¥ FY e 87w Fifeie R v
F oot B39 97 3R WS - T -Ahe ST SR
T A T A hY AeE wed 71 iR Rufem F e
3R AE ST & TEl B G ® g T - 3w
IR@ T ITRT AT (9)

AT fageiwnr AR ff wwa & a3k oo
TR H 1991 & §E F GUR A Wsw AA T A
&Y AoEd fdRar 2 3R W @Ear (transmission

efficiency) % @eR farar 21 (9)
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1. (a) In light of India’s advanced digital payments
ecosystem, analyse the rationale for introducing a
CBDC. Discuss at least three arguments and
critically assess whether they outweigh the existing
system’s advantages. (8)

(b) Distinguish between paper-based and electronic
payment systems in India. Discuss RBI initiatives
for both and analyse their effect on transaction
volume and value. (10)

2. The Federal Reserve operates in an environment of
high economic volatility, with unstable money demand
and fluctuating consumption patterns. It must choose
between a money aggregate target and an interest
rate target, amid political pressure to stabilise interest
rates and economic arguments favouring monetary
targeting. (18)

(a) Explain the challenges faced in maintaining
macroeconomic stability.
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(i) @fea srer faer@ (Segmented Markets Theory)
T IWRT T TE IR d AR HITQ |
(9)
(i) fawaoor e fF w8@der smeaw  aReern
(Preferred Habitat Hypothesis) 5 - @t wfawe
A deq@ H HY W W ghal 2l

(iii) 5-adtg U FF 0.5% FA I & @ FIT
q AR I AR ST AMBY 7 9 IR
=1 3t fae fim)

4. (F) R & 9© D GO A WRA B Az AT S & q@ed
TWET H SAGATHS eI oGl THeh dendeh
gfieaor’  (Multiple IndicatorApproach) & ‘w=ient
il Ao’ (2016 ) H WA T fagerwor Fifog

(9)

(@) 9Ra ¥ afvifveer foet A (Commercial Bills Market)
% TEad & fog Fer el @ fagewor Fifsm
focta oifeafaad 93 % @fte gar 3@@ TRER 3R
IE AT SR & A GHF § Y 7GE H g

&7 (9)

5. (%) ¥Ra ¥ HAfgw @@=l Gt & & o He
Ffd W AR FE @’ (1998) @ RwRa & @
F q W T g 3Ee g e iR wwia
A o qe faRwae s oY (9)

P.T.O.



6877 6

2.

N3 (RBI) &t 9gell R ¥ ST 3R e &
A (EEEsH) 3R W@ (valug) R IR UWIE @
foermr e (10)

hetd Rod I=u 3 3ifReRar ot arare)yr ¥ & & ©,
TET AT A WA R B IR IUAT & Yot W IAR-veE
BT 71 39 Hifde weed A& (money aggregate target) 3R
= X wed (interest rate target) & W YA HEN B
() wwfte snfder Rewar (macroeconomic stability) &g
W A F ARt gEifdl @ IR el (@) TR
HEATH! & T AHE N 3R A BT AR Il ()
sifoer & wr it Iugea i fawer & Rl i)

(%) weate wifoe foh =@ @1 SiRaw (default risk) 3R
HETEHIT SR At Al & hiURC &S & SHu
F DY T T 2| Faww & ol o ) e
IS UNE A AT SR EIT SRew wee
Tl ol FR@N TR ) (9)

(@) 1-affg @R dte | afawe (yield) 2.5% 2, 3R
5-adig W@ W 4.5% I WA Rod @ Bwen ¥
TeqehTfereh TReldl AT &€ ol 8, o 1- =i wfawet
IR 2.0% B o0 B, Sefer 5 - a6ig wfawel saRafad
T 2
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3.

3

(b) Evaluate the relative advantages and disadvantages

of the two intermediate targets.

(c) Recommend the more suitable policy option with

justification.

(a) Evaluate how default risk and inflation risk

influence the attractiveness of long-term corporate
bonds. Discuss their combined effect on investor
decision-making and outline possible risk mitigation
techniques. (9)

(b) The yield on a 1-year government bond is 2.5%,

and that on a 5-year bond is 4.5%. The Federal
Reserve Bank’s announcement increases short-
term liquidity demand, leading to a fall in the 1-
year yield to 2.0%, while the 5-year yield remains
unchanged. (9)

(i) Explain this outcome using the Segmented
Markets Theory.

(i) Analyse how the Preferred Habitat
Hypothesis could account for changes in
the 5-year yield.

(iii) What policy measure should be adopted to
reduce the 5-year yield by 0.5%? Justify
your answer.
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6877 4

4.

(a) Critically evaluate the changing contours of India’s
monetary policy framework in the post-reform era.
Analyse the transition from the Multiple Indicator
Approach to Flexible Inflation Targeting (2016),
and assess how each framework was designed to
respond to specific macroeconomic challenges.

(9)

(b) Analyse the factors responsible for the stagnation
of the Commercial Bills Market in India. How can
targeted reforms in the financial ecosystem help
in its revitalisation and integration with the broader
money market? 9)

(a) Discuss the rationale behind the Third Working
Group on Money Supply’s (1998) recommendation
to revise monetary aggregates in India. What were
its key recommendations and the main features of
the revised aggregates? 9)

(b) Outline the main factors determining the supply of
money in an economy. (5)

(c) An open market sale of $100,000 worth of
government securities by the central bank leads to
a decline in bank reserves. Assuming a required
reserve ratio of 10%, excess reserve ratio of 5%,
and a currency-deposit ratio of 0.25, calculate the

6877 3)

total impact on bank deposits, public currency
holdings, and the money supply, under initial
equilibrium conditions. 4)

(a) How do futures contracts differ from forward
contracts in terms of trading structure, counterparty
risk, and margin requirements? Critically evaluate
how clearing house mechanisms, margining, and
mark-to-market accounting in futures help mitigate
credit and market risk. Use payoff diagrams to
explain implications for long and short positions in
volatile conditions. (9)

(b) Critically analyse how post-1991 reforms in India’s
money and capital markets have reinforced the
monetary policy framework and improved
transmission efficiency. (9)

(%) RG & I=d RRed WA= Jomel & s ¥,
AR (Ve do Rivedr AvedR) ° 7 & T
w1 fagewor ARe &9 F & 9T T W T S
3R TR €T & e dioe foh = 4 HisEr wome
T A A e wEeqw § (8)

(W) ¥Ra ¥ wETS- JMenRa (paper-based) 3R g -
A Tl @ A SR we iRl I & forg
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