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Instruction :  All questions carry equal marks.

1. Discuss the characteristics and functions of Financial Market.
OR
State the indicators of Financial Development. Discuss the Economic Reforms in
Financial System in India.

2. Explain the working mechanism of Money market. What are its’ functions, segments
and players ?
OR
(a) Write short note on : Collateralized Borrowing and Lending Obligation (CBLO).
(b) What is certificate of deposit ? Point out its characteristics.

3. What is Capital Market ? Explain the characteristics and functions of capital market.
OR
Give the meaning of new issue mechanism ‘Book Building’. Point out its need. Explain
the limitation of Book Building mechanism.

4.  State the meaning, characteristics and types of derivatives.
OR
Write note on : Forward and Futures.

5. For following each question, select the best answer and write only its number (a, b, c,
d) [For example Q1 = (a); Q2 = (d) etc]

(1) Formal Financial System consists of components.
(a) Three (b) Four
(c) Five (d) Eight
(2) The Financial Market divided into .
(a) two (b) six
(c) seven (d) ten
(3) According to , “The Primary function of the financial System is to provide

a link between savings and investment for the creation of new wealth and to
permit portfolio adjustment in the composition of the existing wealth.”

(a) Van Horne (b) Robinson

(c) Crowther (d) RBI
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are issued to meet the short-term liquidity shortfalls of the government.

(a) Call Money (b)  Certificate of deposit

(c) Treasury Bills (d) Commercial papers

A certificate of deposit is issued either in dematerialized form or as a

(a) T-Bills (b) Call Money

(c) Promissory Note (d) Commercial Bills

The RBI had announced the introduction of during its Mid term Review of
Monetary and credit policy for the year 2002-03.

(a) CBLO

(b) Notice Money Market

(c) Inter Bank Participation Certificate

(d) Bankers’ Acceptance

The concept of ‘Money Market Mutual Funds’ (MMMEF) has been innovated by
(a) USA and other developed countries.

(b) Developing countries like India.

(c) Global Money Market.

(d) Modern Economists.

A market for borrowing and lending long term capital funds required by business
enterprises means

(a) Money Market (b) Capital Market

(c) Central Bank (d) Nationalized Banks
The transactions in capital market are done by _____

(a) Direct Market (b) Indirect Market

(c) Both Markets (d) None of the above

In India, Capital Market is regulated by .

(a) SEBI (b) RBI

(c) State Governments (d) Central Governments
Which factor is affected to option evaluation ?

(a) Current Market Price (b) Exercise Price

(c) Rate of Interest (d) All of the above
“Derivatives instrument is not a Financial Instrument.” — This statement is
(a) True (b) False

(c) Neutral (d) None of the above
The objective of derivatives instruments is

(a) to determine prevailing price in market.

(b) to cover the risk of prevailing price in market.
(c) to cover prevailing risk in the market.

(d) All of the above

The price of warrants is affected by

(a) Exercise price

(b) Implemented time period of option
(c) Rate of interest

(d) All of the above



