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(a) Examine the following conceptual issues in

compilation of monetary aggregates.

(i) Definition of money

(ii) Sectorisation issue

(iii) Coverage of Depository corporations

(b) Explain briefly how the money multiplier can be

made invariant to changes in cash reserve

requirement?

ll
(a) What is flexible inflation targeting in tndia:, Discusr

the Operating framework of monetary policy under

flexible inflation targeting in India.

(b) What are G-SIBs? Will any Indian Banks be

classified as a G-SIB? Discuss in the context ol
Basel- lll norms. ( l0 | 5)

(o) qnr + d{or T*rdft aeflolvr e{r +? lnd t ilftd
T*dfr d$-*'lsr A ffi{iF6 ftR + cFqrffiari
rt qd dfrqr

(tq) ff -wortft wr *? wr ffi qnftq *o d m-wsnffi
+ sq + <lltf-{ fuqr qrtrn? tao- tlqr+E$ * qe{

i s-qi dfrsr

(a) What were the major Banking Sector Retbrms in

l99l ? Explain.

(b) Explain the concept of Margin requirement in the

Futures contract market with the help o1'an

example. (7 + lJ)
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(i) Es cme $ r{ qat + +{ crs-d n +
ot<-rn w$r+. l?

(ii) e€ c-d qT inqn wr *?

(iii) fi-{ tna i d< qr 4-e wr i?

(a) Cornpare and contrast the arguments in favour

and against the Money Stock targeting vs. Interest

Rate targeting.

(b) How have capital requirement norms changed from

Rasel II to Basel Ill? (8 + 7)

(*) qft eim a#trq a;trr qrfr * q*atur d cer *r
Eqer t n-oT d $r+ dfrqr

(re) teo ut +{tt Irr il6.tff orns.Ftrir qm{s ++ qffi

TTS Ei

(c) Using the money multiplier approach, explain the

money supply response to changes in the following

variables

(i) Fall in (C/DD) ratio

(ii) Fall in (TD/DD) ratio

(iii) Decline in rcservc ratio
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(t+) e&v + trrflEa fr' q-6-{ i{Rfsd ifltu.rtri i dHq
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(i) (tr/fte) rgqn i Frr+c

(ii) (AS/SS) rgqm t tor+c

(iii) ankt rgvm t frtr{c

(a) A bank with market power charges different

interest rates to borrowers with good and bad

credit risk under symmetric information and same

interest rate under asymmetric information. Explain

with the help of graphs.

(i) Which of the three models of tenn slrucl.ure is

relevant in this case?

(ii) What is the shape of the yield curve?

(o) * wno- errrr yfirt'q+ :,se7 -2002 ott zooe *
AFr6 ffi q-+-e d qr{ { Ev dBrr q-6-c fr E{t

3lt c'Fi fr gr+ dfrq Brh iqi irdr dftqr

(re) cr< fffrs fr ftarr+. fi-{ srd * d< * a-urq sn
qla * d-€ 6 sr?rB-s.,dr t+ B iftr fl-t wa qr dt<

mt {qtti we ve \-6 qra * de d tq* tn ffi
sre ffi *r< s vfrnd BIRftff ffi Fra+ m 3S{

*rtr q{qm i c-6 qrm * d-< qt a cRrrd fr-t fta-dr

*, efr{ ftt{R+- + r+d B fu qe ffi eFre fff,

6 nfr{rd si{ 3[+ str s vftsrd d ur(Illir
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(iii)What is the yield on the three-year bond'/
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(a) Compare and contrast the degree and nature of

the banking crisis that took place in two separate

episodes, i.e., 1997 -2002 and in the aftermath of

2008 G lobal financial crisis.

(b) Suppose investors prefer one-year bonds to three-

year bonds and will purchase a three-year bond

only if they expect to receive an additional 3

percent over the return for holding one-year bonds.

Currently one-year bonds yield 4 percent, but

investors expect this yield to rise to 6 percent

tlcxt year and to I percent the year after.

(b) "Equity contracts arc subject to a particular type

of moral hazard called Principal-Agent problcm".

Discuss the above statement and the tools to solve

Principal-Agent Problem. (8 + 7)

(+) <run rtk qrf,I f.o {q. qqR-o qr+ * a-rr srd *r
d u"r ifts{ qA suR6-did t $-arr- Brdrr qro et

*t otffifu( W-{T 
g 6s6 qqpq q6 q qq:nr *r um

* vsrq-<r t tq*rsir

(ts) "EkA sr{du \16 friq e-6R + ift-6 +ft{c +
i{tti *+ * ftT+ ffiq-d-\'+c rrrrerT t6'6r snn l"r
oqta oq-+ Bfli ffRq-d- \'+c <q(qr d Ea 5i+ +
qnri qr q-ql frfrqr

(a) Consider a put option for a unit of Asset ABC

with a strike price of Rs. 150. If the option price

is Rs. 5 and the current price is Rs 150, contrast

the long-put position with the short put position

using a table and graphs.
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(b) Determine the short and long-term interest rates

under segmented market hypothesis. What is the

rationale for the hypothesis? (10 + 5)

(q) s+c veff m q6 E6r{ d fts rso wt d qrro

*rr * qrq vcn gc atqm q{ E-qn *frqr qR siqm

* Efrrrd s wi * d{ q€qr< ffq-< lso FA *, +
t+t efu ur5 6r iq+{ a.c+ der-gc Rrft 3lh rff
5r ftrR d fi-q srct dfrqr

(€) €Ed qrqR qR's-ff{r * n'ra ag *t *ffi+ qrw

A fuiiRd 66q1 qRfi-dc-{ or sifua wr *?

(a) Amit's father plans to purchase a $ 10,000 Car

when he graduates school five years from now.

Calculate the amount he needs to invest in each

of the lbllowing small saving instruments today at

the given interest rates compoundeil annually to

be able to purchase the car. Which saving

instrument rcquires him to invest less and why?

(b) Explain the Goodhart's critique of the Money

Multiplier approach. (8 r 7 )

(m.) srRa + ff'dr * +q-ir * fr in-{ {6 +q qrm drd rEa

+ Hrirm *.n, * qa $ro,ooo * q,R rettrnr 6R

rsH t swc A+ + fts o+ sne ffift+t dt q+t

sltl-rt'+ t 9-+6 n As rrs qrm at qt erF+ w-t
ffan ffi+ * fts errs{T6. tRr fr qor{I dfuqr Bq
qq( ffErn. + frs st qfr fttrl 6,{+ fr 3rr{t{ffir

* ftd?
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Saving Instrument llrterest Rate

Savings Deposit 6ult

5 Year Time Deposit in a Bank

National Saving Certificate 8%

Employee Provident Fund 9%
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