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

Attempt any S questions.

Part of the questions to be attempted together.

All questions carry equal (18) marks.

Use of simple calculator is allowed.

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

be used throughout the paper.
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(b)

(©)
(a)

How did the Third Working Group of the RBI treat the liabilities of non-
banking financial institutions (NBFCs)? (6)

Suppose the Government of India makes a payment of I50 crores to the
public. Out of this, ¥10 crores is held as currency and ¥40 crores is
deposited in banks. Banks retain I8 crores as reserves and lend the rest. If
the RBI purchases treasury bills worth ¥90 crores from banks, estimate the
increase in money supply. Would your answer change if the same amount
were injected through RBI lending? Explain. (8)

Critically examine the role of financial intermediaries. 4)

Discuss the role of margin requirements in future contracts. “Futures contracts
are leveraged instruments that can be used to control risk”. Explain.  (6)
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In September of 2004, Microsoft, Inc., was trading at $27.29 per share. At
that time, Microsoft was paying an annual dividend of $0.32 per share,
which is double its 2003 dividend of $0.16 per share. If this trend is expected
to continue, what is the required return to Microsoft? (6)

Explain the Gordon Growth Model. (6)

Explain the Segmented Market Hypothesis of interest rates. How does
the Preferred Habitat Hypothesis combine it with the Expectations
Hypothesis? (5)

Assuming the market interest rate is 9%. determine the price and yield of the
following : (2x2=4)
I. ARs.10,000 treasury bill that matures in one year.
II. A Rs.1,000 coupon bond that has a coupon rate of 10% and matures
in one year.

Using demand and supply analysis illustrate the impact of the following
changes on the interest rate a firm pays for loanable funds: (3x3=9)
I. An increase in firm’s default risk
II. A decrease in the liquidity risk of the firm’s bond
III. An increased uncertainty about the future tax treatment of interest
income.

What are the instruments of monetary policy? To achieve a certain number
of targets requires at least the same number of instruments as targets having
distinct influences on them. Discuss. (8)

What is liquidity risk? Illustrate diagrammatically how this is factored, in the
determination of interest rates on bonds issued by small and large
corporations. (10)

The issue of transmission from the policy rate to banks’ lending rates has
been a matter of concern for RBI. In this context critically examine the
working of the Prime Lending Rate system, Benchmark Prime Lending Rate
system, the Base Rate system and the Marginal Cost of Funds based Lending
Rate system. (6)

What is the multiple indicator approach? Elaborate the operating framework
under Augmented multiple indicator approach implemented in 1998. (6)

Explain how Lags can be a constraint in monetary policy making. (6)
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6.

Write short notes on any three of the following : (6 marks each)
(a) Central Bank Digital currency

(b) Forward Rate agreement

(c) Future vs Forward Contracts

(d) Call Money market

(%) vk Red 9 (RBI) & TR @ 998 « IR -3 faxig geami (NBFCs) &t
IERA & Ay DAl FgER far? (6)

(@) A AT o WRT SRR ST ot 350 g T A et 21 38 9§ 310 g
REl (currency)%@'#?ﬁﬁﬁ%&»ﬁ?ﬁo T dal A T fRY W 21 dF T8
ERUI N (reserves) * N WA T IR AW A HT & A D AR
ARSNITE SRl A ?90@3%?@%%@@%@%,@[@%{% (moneysupply)ﬁ
gfg &1 FTAT Q| R IR IR qod QI afe FHA TR ARAIAE 200
(lending) & ¥TEAH ¥ Tl S 7 TOvC Q| (8)

() fachar wezen (financial intermediaries ) =l "iﬁT%T T AT faaemT i)

(4)

(=) @@= agasﬁ (future contracts) F WO ST (margin requirements)

‘ﬂ'ﬁﬁﬂ W FE Fg “amEer A Iiferd IueRRor (leveraged instruments ) ¥
e Swm siRew &t Fafa s & o fmn s e 271 s ikl

(¢)

(@) f&dsr 2004 ¥, W@ ¥ (Microsoft, Inc-) T MR $27.29 A AR W 8 @I

oM 39 G4, ASHATe $0.32 Wi AT ol aiftieh A1 < &7 o, S foh @ 2003

T A $0.16 U TR TN A B AR TS WA W @ w I B, A

AEHETe ® forg AT wfiwe (required return) = 27 (6)

(:r[) T WY s (Gordon Growth Model) i ARAT Y| (6)

(=) == R & @iea IR Rrera (Segmented Market Hypothesis) & =aRedl hifig|
qHaIeT JmEE faard (Preferred Habitat Hypothesis) ECR S ER AR (EUpectations

Hypothesis) & @12 el Sgam 8 7 (5)
(@) SOk & ® A 9% WA g8, FfiRad &t afiva 3k wifta (yield) FeiRa
T - (2x2=4)

P.T.O.
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1. T& 310,000 & ¢odt foed S v o W uRuera B B
2. T 31,000 1 FHOF dS @ 07 R 10% 2 3R v af ¥ qRawa B
K

(31) W 3R IS foEewer w IwET R ge, FefiRe aReadHl @ € e R W
W%W@Wﬁmﬁmﬁm (loanablefunds) %ﬁl’(’ ﬁ‘ﬁﬁaﬁﬁ
I (3x3=9)
1. B9 & fSwhice SREA (default risk) F g
2. B & dvg & aeera siikaA (liquidity risk) #
3. N 3 & 9ee & T ITER & 9N A Fel g5 JAeaadn

4. (F) WM A & IJuawor w1 27 FEA N vF e e e we @ o w9
A I B STFN T TR Bl B FoIar o1eg & 3R TSRt 37 W 3o/ I
Tear 21 T FE (8)

(@) v SR (liquidity risk) T 87 IR@ & #eAd ¥ T Hive fF S 3k
T FHAA FR SR fRY MY S W A < & e § 3@ d e fomar s
%l (]0)

5 (=) AT & (policy rate) ¥ SRl I o R (lending rates) e ¥WRUT ( transmission)
I HET ST & forg Foram o1 fawar <e1 21 3@ west & wigw «iffr @ (PLR) womed,
ARE WA AT & (BPLR) WUIER, 9 ¥ HUell 3R e it ERId ANTd Smennia
AfST @ (MCLR) WUTell & SMehtsl o1 STArFTeidh 9Ue S| (6)

(@) a’g—ﬂ%ﬂﬂ? gﬁaa?m (multiple indicator approach) =T 27 1998 A NIUN forg @
Hafera Tg'-ﬁ%?ﬁh‘ ‘g'w (Augmented multiple indicator approach) & dEd IRaTeT
2z o R A avi S (6)
(A1) T FIN & iaae (Lags) #ifge ifa o  fora R e amenr & g €
(¢)
6. TFfoiRan & @ feeel a9 R aferm ot fofRag (V= 6 FF)
(=) Fag g Rfses =1 (Central Bank Digital currency )
) 9Ear R/ LEEIR) (Forward Rate agreement)

(
(1) =mEr ™ A= FT=Y (Future vs Forward Contracts)
(a) =i = Ahe (Call Money market)

bo)

(1800)



