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2.      whHFffii} 8fqTenFT¥ I

3.     griFaa.afffiwhwh.iiGi]t¥ \

4.     qaTiFT-t7a5Ti3i]{ 3ianTh ianianitF rmTSrm, ffi
enft 3tffi EFT qTcaFT gE a dr rfu `

1.      The Federal Reserve  seeks to  simultaneously  achieve

a  target  unemployment  rate  of 4%  and  an  inflation

rate   of  2%.   However,   the   economy   is   currently

experiencing   both   higher   inflation   and   higher

unemployment than desired within the short-run AD-

AS   framework.   In   response,   the   central   bank

implements   an   expansionary  monetary  policy  by

increasing  the  money   supply,   shifting   aggregate

demand rightward. Despite this interventiori, only one

of the  two  objectives  is  attained.

(a) Using the Tinbergen Rule, explain why the central
bank  cannot  achieve both  targets  simultaneously.

(5)

(b)  Analyse  the  limitation  of monetary  policy  within
tie short-run AD-AS framework, particularly when

policy   instruments  primarily   affect   aggregate
demand.                                                                                  (8)

+a,

+)\+
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qREed. a iT5iT Htfa Ten i+ itr ffiias ffl frfu

tfty, 3ft{ EN irm-wlfro tqm-giv (trade-

Offs)  qfr gaFT Fife fa giv  (FRAs)  3it qiFT TEE

qTqiT   (interest rate futures)  *  ifiPel                   (9 )

(iF)  ed tftto fit iin-i]FT fro, rfu 3TTqizTE5"di

3itiENEriedwhawii$3ife(Options)

iTqiT  (futures) a tan .itr ¥`  Sin a. iin g]fflT

( asymmetric payoffs) th epr aPr TEqTen RT Sit

wh ap iaT ifeqTTTET rfuTTft un  (OTc)  ire

tFT qer ed a'wh ¥`                                        (9)

6.      (tfi`)  gr   an5¥  i}  qRE   (exogenous)   Sit   Ofrfu

( endogenous) ap a entl`iq+[Tffi gait qffii

Hath wh ti gET 3Trepe iF S ifu rfu ed wh

fi€ffi tFT firfu ftyi                            (9 )
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-uRuqqc]r vtF T¢ a,  3ft{ Ewh qfro  {950 ai ifa!;I.

ire   {94.0  TR  GVFaT  £  Gin  i8O  ian  S   {i,000  q{

qiha `in €1

(i) qEFT ire  ifr  ire  qFF  g]fflF  3it  wh

Hfha  (current yield)  th  TTul]T qRIl

(4)

(ii)  iaEqiTdr ife t* i3rfu ife  (discount yield)

qPr  TTuffl  qRIi                                                 (2 )

(ifi) Hm.  (yields)  th gum diffiT  Sit Tgiv

ap  iaT  3]quq,Irtlqi-  ifu  tfr  itr  Fir en

i3TTq5FT  affl  €i                                                      (3 )

5.       (tfi`)   life Fife ifr lil-cc-ih`Irtl-q`T  3ft{ FEFF qrm{ 3qiTdi

a th t* RT a iqTRIT ed fate-`tfan qiiH

€I  ch   (fixed-for-floating  interest  rate  swaps)   tFT

3im`mi[qucr- Tgiv api ap 6it qt@ qTq i{

7554

(c)  Briefly  explain  the  different  lags  associated  wit.h

the implemeptation of monetary policy in India.

(5)

2.      (a)The   introduction.   of   Central   Bank   Digital

Currencies  (CBDCs)  represents  a significant shift

in monetary  systems.  Discuss  its potential  effects

on   the   traditional   banking   system   in   India,

highlighting both opportunities and risks, along with

measures  to  manage  them.                                        (8)

(b)  The  growth  of payment  systems  reflects  broader

financial sector development. Discuss the evolution

of  payment  systems   in  India  and  analyse  the

regulatory framework, highlighting the roles of the

principal institutions involved.                                  ( 10)

3.      (a)  Discuss the distinguishing features of commercial

Paper  (CP)  and  Certificate  of Deposit  (CD)  with

respect  to  structure,  regulat°ion,  participants,  and

risk.  Applying  your  understanding  to  the  Indian

context,   determine   which   instrument   more

effectively  serves  short-term  corporate  financing

needs  and  explain  why.                                               (9)

P.T.O.
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(b)  Provide  a  brief  account  of  the  effectiveness  of

the  monetary  policy  transmissi.on  mechanism  in

India during the period February 2019  to  January

2020.  In  your  answer,  evaluate  both  the  "inner

leg"   and  the   "outer  leg"   of  transmission,   and

discuss  the  role  of  institutional  reforms  such  as

the  external  benchmarking  system.                       (9)

4.      (a)Discuss   the   evolution   of   the   lending   rate

frameworks  of  the  Reserve  Bank  of  India  from

the  PLR  regime  to  the  M`CLR  system.  In  your

answer,  analyse their effectiveness in transmitting     "

monetary .policy  signals,  evaluate  the  limitations

inherent in each framework, and explain how these

limitations led to subsequent reforms in the interest

rate  setting  mechanism.                                              (9)

(b) Ravinder, a fixed-income investor, is comparing a

coupon bond.and a discount bond in the secondary

market.   The  coupon  bond  has   a  face  value  of

{1,000,  an  annual  coupon  rate  of 8%,  a maturity

of one  year,  and  is  priced  at  €950.  The  discount

7554

(iF)  -i:Rift 2Oi9 a wh 2020 tfi 3Tqfa a th eiTra S

ife ffi ch ch  (transmission mechanism)  i}

HqTqth EFT diha iin 7i€FT api rfu ifr rsE]{

fu  air  "3ITGEt ch»  an tFT Tgiv rm,  3it

rfu © rfu ( extemal benchmarking system)

ira fafro quTffi di  `giv R ed Eifei      (9)

4.      (E)   a"th  its  ife  a  aeuT  iFc  ch   (lending  rate

frameworks)  ifr  flqu37i{  enHT a  TFTREen{  wh

iltF i} fitrm TIT ed jifel Tire itfa ffi ch

qenRa ed a. di HqTqrfu tit ffirfu ap,

HatF ch ti iffi thai EFT igiv rm, 3it qiTTT.

fiFT gT thai a qTifl iR iftfu dr S qTa a quTffi

ch tan iFT iani                                                   (9)

(iF)  Tffa, VEF iffi 3ma ifro, fife qTen{ S. qFT

ife 3it i3ed ife tft gaan ffi{ T5T €i qFT ire

ffl  affi  gr  Ei,000  a,  ire  iFF iR  8%  a,
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2.     (E)  tigr*iRE ire (cBDcs) flB5aTTETiife

HUTTca S vtFT F5rd qEentT ffl Hfaiife q5ch £`

a]TRT S qTife th HUTT@ tR EHa chTTRI mwh aPr

wh qfty, iRE 3Tqwh. air RE i} rm-tina Gig

HRE  rd i± 3qTaf  tT"EFt¥T i5rm  iTqT a`         (8)

(iF)   gTTaFT Huffi tFT farm T5TTqtF ffith  ha i} fin

ch  rfu  €i   aTRa  S  gTtaFT  Hunffi  t*  ifro  tR

wh ap 3ft{ EHti rfu FgRT wh ch egivdi

q{ Tffl¥T wh gT ifro Efa EFT fiwh rmi

(10)

3.        (EIT)   qTBTfha   qF    (Commercial  Paper -CP)    air   iflqT

FTIUffl   (Certificate  of Deposit -CD)   th  wh,

ffiiin, Hffiffi Sir rfu ifr wiT S ffiRE iaindi

th wh qftyi rfu chf a. wh HTF ch rm. rd

Ir, qa iftife qrm iaT rfu en 3TtF{uT erFTfflin

Fife ffiwh 3]TFEqtfit]Tch ch 6Tfha mTTat ch a i{T

5{aT  a  3ft{  ffii                                                          (9)
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bond is available at {940 and matures at €1,000 in

180   days.

(i)  Calculate  the  annual  coupon payment  and

current yield  of the  coupon  bond.           (4)

(ii)  Compute the discount yield of the discount

bond.                                                                          (2)

(iii)  Compare  the  -yields   and   evaluate  which

instrument  is  preferable   for  short-term

investment.                                                           (3)

5.      (a)  Critically  evaluate  fixed-for-floating  interest  rate

swaps by interpreting them as portfolios of forward

contracts   and   as   combinations   of  cash  market

instruments.   Analyse  the  implications   for  each

party   under   rising   and   falling   interest   rate

scenarios,  and  compare the  associated  risk-return

trade-offs  with  those  of forward  rate  agreements

(FRAs.)  and  interest  rate  futures.  Use  numerical

or diagrammatic  illustrations  to  substantiate your

answer. (9)

P.T.O.



75`54

(b)  Discuss  how  options  differ from  futures  in  terms

of risk-reward profiles, margin requirements,  and

their   use   by   investors.   Explain   the   role   of

asymmetric   payoffs   in   options   and   examine

why   institutional   participants   may   favour

OTC   options.   Use   diagrams   to   support  your

explanation.                                                                        (9)

6.      (a)  Critically compare the exogenous and endogenous

approaches   to   money   supply`.   In  your   answer,

analyse  the   determinants  that  cause  variations

in  the  money  supply  curve  in  ea.ch  case.

(9)

(b)  Why  did  the  Third  Working  Group  on  Money

Supply   (1998)   propose  a  revision  of  monetary

aggregates    in    India?    What    were    its    key

recommendations,  and what are the main features

of  the  revised  aggregates?                                         (9)

I.A
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I.       (tF)  ifaREVEFTrm 40;OflalhaathiR Gis 2%

th giv i{ iiTTF tFtFT aT5t]T €i ffi, wh ti

3T±  3iqucbii€tcn-  T&-TTH  AD-AS  ch i*  ife

qffin a 3Tfha gr 3ft{ aun iffi ffl 3T5utT

ff{ ca €`  qqTq ti,  iffi * I=T  enTS a?T5{ iEFT

fii5TTca life  ffi  aiiT. 5{an a,  ian q5a rfu

(AD)  ffl€  dr ida wh €i  gH i5RIin ifr fflqqF,

a jar S a  iha VEFT a TTTta in €`  ian
•       iin  (TinbergenRule) iFTrfu qich gTrfu fit

iffi RE  an  wh.  ch  vtF tina ffi  ilTTa  Fffi  ffir

iTqffll                                                                                         (5 )

(F)   aTFFffliha tl-VVH:. ch ifr eie life iENfr iPr th

qT firfu Err, fafu FT a ilF ffla itffro Gqtfi{uT

gq T5T a qF wh  (Aggregate Demand) ch Hrfu

ed g'                                                           (8)

(TT)   aTTTFT a. life RE i} ± a ® ffiitr 3fro

(lags)  th riin S EqTen qrmi                           (5)

P.T.O.


