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1. What are the indicators of Financial Development ? Explain the relation between
Financial Market and Economic Growth.
OR
(a) Explain the Financial System Design.
(b) Discuss the Economic Reforms in Financial System in India.

2.  How does Money Market work ? What are its’ functions, importance, segments and
players ?
OR
(a) Discuss Treasure bills and Commercial papers.
(b) Explain various tools for managing liquidity in money market.

3. Critically evaluate book-building issue mechanism in India.
OR
List down the major reforms in the primary and secondary capital market in India.

4.  What are derivatives ? State the reasons for massive growth of derivatives.
OR
Write an essay on forwards and futures.

5. MCQs.
For following each question, select the best answer and write only it number (a, b, ¢, d)
for example. Q. 1 =(a), Q. 2 =(d).

(1) All financial intermediary institutions in the intermediation market
(a) buy primary securities and sell secondary securities.
(b) borrow short and lend long
(c) borrow in small denominations and lend in large
(d) buy from brokers and dealers and sell to the public
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A futures contract is an agreement to trade an asset
(a) in the future at a price determined today

(b) today at a price prevailing at some future date
(c) in the future at a price prevailing in the future
(d) today at a price determined today

Compared to future contracts, forward contracts

(a) are not standardized

(b) involve an intermediary or exchange, rather than direct contract between
buyer and seller

(c¢) have less formal markets

(d) make delivery most often

Financial institutions facilitate economic efficiency primarily because :

(a) laissez faire markets handle asymmetric information poorly.

(b) corporate ownership must be stabilized.

(c) they channel funds from agents with surplus funds to agents with shortages of
funds.

(d) market forces determine fair interest rates.

Financial intermediaries are not

(a) channels linking parties who want to save to parties who want to invest.

(b) limited to serving large savers and investors.

(c) more important in determining the money supply than are workers and
producers of capital goods.

(d) increasingly engaged in international transactions.

Financial intermediation is not among the direct activities of
(a) investment bankers

(b) finance companies

(c) pension funds

(d) central banks [e.g., the Fed].

Most stock transactions occur :
(a) in the first year of sales
(b) in the initial offering

(c) in the secondary market
(d) in the third year of sales

If you buy stock from a corporation newly-formed by your sibling when the firm
makes its initial public offering (IPO), you would be engaged in

(a) direct primary financing

(b) long-term debt financing

(c) short term equity financing

(d) mutual funding
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Productive (technical) efficiency in financial intermediation involves minimization
of

(a) default risks to savers.

(b) the spread between interest paid by borrowers and inters payments to savers.
(c) financial profits to intermediaries.

(d) default risk to financial intermediaries.

Financial intermediaries cannot be successful in the long run unless they
consistently :

(a) generate positive economic profits.

(b) reduce transactions costs when channeling funds from savers to borrowers.

(c) integrate the speediest communication technologies.

(d) comply fully with federal regulations.

Financial institutions would not exist if

(a) the economy reached a long-run, steady-state, economic equilibrium.
(b) transaction costs were also nonexistent.

(c) competitive pressures did not make people so greedily self-interested.
(d) capitalism was replaced by socialism.

The process whereby reasonably predictable flows of income are converted into
wealth is called
(a) capitalization (b)  profiteering
(c) securitization (d) hedging
is included in primary market.
(a) Future market of Govt. bond.
(b) Over the counter stock market.
(c) Option market.
(d) TIPO’s selling in newly establish corporation.

Financial instruments traded in a capital market include
(a) Corporate bonds (b)  Treasury bills
(c) Banker’s acceptances (d)  Repurchase agreements
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