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[This question paper contains 8 printed pages.]
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Instructions for Candidates

L.

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

There are Five (5) questions in total, with internal
choice for each question.

Parts of the questions to be attempted together.
All questions carry equal marks.

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

paper.
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(a) Explain the limitations of neoclassical economics
and standard finance theory that led to the
emergence of behavioural finance? 9)

(b) Critically evaluate the relevance of Capital Asset
Pricing Model in modern day financial world.
)
OR

(a) Elucidate theoretical and empirical challenges to
Efficient Market Hypothesis (EMH). ®

(b) Examine how behavioural biases challenge the
assumptions of rationality in traditional finance
theory? 9
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(a) Explain the January Effect and the Day-of-the-
Week Effect as stock market anomalies. How do
these challenge the Efficient Market Hypothesis
(EMH)? 9

(b) Distinguish between normative and descriptive
models of investor behaviour. How did the
influence of psychology lead to the emergence of
Behavioural Finance as an alternative paradigm?

)
OR

(a) What is the Equity Premium Puzzle? Explain how
behavioural interpretations offer an alternative
explanation for this puzzle. )]

(b) Explain the Siamese Twins Problem and discuss
the role of herding and overconfidence in driving
speculative market bubbles. )]

. (a) Explain the meaning of Behavioural Finance. How

does it differ from traditional finance assumptions?

®)

(b) Due to overwhelming data, an investor relies on
simplified rules and partial information to make
quick decisions. Explain the behaviour. &)}
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OR

(a) Explain the concept of Bounded Rationality in

Behavioural Finance. ®

(b) How does Prospect Theory differ from Expecfed
Utility Theory? Explain with suitable examples.

®

(a) Why do individuals tend to underinsure or
overinsure, and what role do fear, salience and
misperception of risk play in these decisions?

®

(b) Discuss survivorship bias and fund manager
overconfidence in the mutual fund industry. How
do these biases distort performance evaluation and

mislead investors? ®
OR

(a) Explain adverse selection and moral hazard as
problems arising from asymmetric information in

financial markets. 9

(b) Explain how loss aversion and probability neglect
influence individual decision-making in the

insurance industry. %)
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5.

Write short notes on any TWO of the following :
(2x9=18)

(i) Cognitive Dissonance
(ii) Endowment Effect
(iii) Market for Lemons

(iv) Framing Effect
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