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1. Explain the relationship between Financial System and Economy.

OR

Discuss about components and functions of Financial System.

2. Give the overview of Money Market.

Explain :

(a)

OR

Commercial paper and bills
(b) Treasury bill market

3. Write an essay on growth of Indian Stock Exchanges.

What do you mean by listing of securities ? Discuss the advantages of listing.

OR

4. Write an essay on Derivatives Market.

OR

What is option contract ? Explain the various types of options.
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5. For the following each question, select the best answer and write only its number (a, b,
c or d) against the question number in your answer sheet. For example if the answer for
Q. 1lis ‘a’ thenwrite Q. 1 =a
(1) A financial investor who sells a short contract is required to
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(d

close out the buying investor’s position in the near future.
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deliver securities in the near future that the individual does not currently

own.
hedge securities in the near future
buy securities in the future
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Money markets can broadly be characterized as

(a) Wholesale markets

(b)  Primary markets

(c) Indirect markets

(d) Secondary markets

In the Money Market

(a) money is traded

(b) short-term bonds are traded

(c) long-term bonds are traded

(d) stocks are traded

The least liquid money market instruments are

(a) Repos

(b) Commercial paper

(c) Treasury bonds

(d) Bankers acceptances

Money market instruments tend to NOT be characterized by
(a)  Short terms

(b) High liquidity

(¢) Low default risk

(d) Non-standardization

The bonds with the lowest interest rates are likely to be
(a)  highly liquid and tax exempt bonds

(b) those with high default risk and tax exempt income
(c) 1lliquid and non-tax exempts bonds

(d) low default risk and non-tax exempt bonds
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bankrupt firm go to

(a) Collateralized bank lenders
(b) General revenue bank lenders
(c) Preferred stock holders

(d) Common stock holders

A bond repaid only at maturity and initially sold at less than its face value with no

explicit payment of interest is a

(2)
(b)
()
(d)

Perpetuity
Simple loan
Discount bond

Coupon bond

A financial asset that pays its owner a fixed interest payment every year until the

maturity date, and then a set final amount, is a

(a)
(b)
()
(d)

coupon bond
discount bond
zero interest bond

fixed interest loan

A contract that gives the owner the right to buy a financial instrument at the

exercise price within a specific period of time is a/an

(2)
(b)
()
(d)

continental option
put option
call option

European option

Financial contracts that obligate each party to exchange a set of payments it owns

for another set of payment owned by another party are called

(a)
(b)
()
(d)

future contracts
future options
call options

swaps
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(12) Transactions to reduce downside risk are known as
(a) puts (b) calls
(c) hedges (d) options

(13) Financial intermediaries do not include
(a) Investment banks
(b) Real Estate Investment Trusts (REITSs)
(¢) Mutual Funds
(d) Commercial banks
(14) Successful and efficient movements of funds from savers to borrowers (financial
intermediation)
(a) reduce the returns to small savers
(b) increase the costs of borrowing
(c) reduce transactions costs

(d) regulate corporate efficiency
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