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Critically examine the economic strategy of {p,
current government to achieve back the lost
growth. Discuss in this context the progress achieved
in terms of building what Arvind Subramaniap

calls the “hardware and software of economic

success”. Deghbamdhu.College LibTErY
" Kslkaji, New Delhi-19
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Discuss in detail the evolution of Indian trade policy
. _ s
Since 1991, Identifying both the significant progres
er
Wieke through reform and the areas where furth

Progress ig required.
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“Abandoning export orientation-is akin not just to killing

the goose that has laid golden eggs. It is akin to killing

the only goose that cap lay eggs.” Discuss this

statement in the context of India’s more recent inward
orientation.
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Discuss the trends in the Indian labour market.
Do you think that reforms aimed at making the
labour market more flexible will succeed in

raising economic growth and generating more

employment in India? Give reasons in support of your
answer.
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The income earned by farmers from agricultura]
activities has seen low to high growth in different
periods during the last three decades. In none of the
periods do farmers’ income or profitability of farming
show any squeeze. Discuss the factors contributing to

such trends.
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There are a few non-negotiable aspects that any
government should keep in mind before implementing

any change in agrarian policy. Discuss in detail these
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aspects in the Indian context and suggest the ways by
which the problems of food security and inequalitjes

can be best tackled with.
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7. “Even after a quarter-century of market-oriented
reforms, why did India fail to catch up with the Asian
economies to cement its reputation as a successful

industrial nation with rising manufactured exports?”
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examine the status ol liberalization ;
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(his process. Do you think by further liberalizag
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and strategical use of the international negotiationg |
Sin

services India can leverage new opportunitics creat d
~ ( c

by the Covid-19 pandemic?

mﬁﬁﬁmﬁ%mﬂaﬂwaﬁﬁwﬁaﬂtwmﬁmﬁa
ﬁ%mﬁgﬁﬁﬁwa@mﬁqﬁmaﬁuwmm
¥ fr st ¥ 3R S IJSTAHT TAT SRR FHEhr A
<7 <o ITAN ¥ WRA HIEE-19 HEMH & HRI I

Wmﬁ'@rwaﬁrm%?

Deshbandhu.College Librar
Kelkaji, New g@;m_gm et

(3200)

l
I



[This question paper contains 4 printed pages.]

Fi@ Your Roll NO.-Z-'/:)ZF(/:—"

Sr. No. of Question Paper : 3181 A

Unique Paper Code 12277602

Comparative Economic
Development (1850-1950)

Name of the Paper

Name of the Course B.A. (H) Economics

Semester VI

Duration : 3 Hours Maximum Marks : 75

Instructions for Candidates

1. Write your Roll No. on the top immediately on receipt

of this question paper.

2. The question paper consists of six questions. Answer

any four questions.

3. All questions carry equal marks.

4. Answers may be written either in English or Hindi;
but the same medium should be used throughout the
paper. '

Deshbandhu,Céllege Library

Bl o frw BiSar Kalkall, New Delhl-19

;1 LW W @ e & e Ry g iR g ) S

pP.T.O.




2

3181

2. T WA A W 1 Bl ROl @ I AR

3 ooft S R SR |

4. TEWET- T T IT ST A1 R B v n ¥ iy Ay
T T = A TEF B B AR |

Discuss the factors responsible for industrial revolution

in the second half of 18t century in Britain.
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Crmcally €xamine the argument that Meiji Restoration

laid the foundatlon of modem CCOI‘IOIHIC growth in

Japan &shbandnu College le
Kalkaij . New Delhi- 1P



Compare the process of early industrialisation in
Britain and Japan. Explain How the role of small and

big capital changed: from Britain to Japan.
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5. Explain the different views in the debate of Soviet

industrialisation.
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6. Critically discuss the role of state in econo

amples of

development. Discuss with help of the €X

Britain and Japan. .
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(a) Examine the role of public, commercial banks, and

the central bank in the determination of money

supply in an economy. (9)

(b) Differentiate between monetary and liquidity
aggregates of the third working group. What is
the basis of this differentiation? (6)
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Deshbandhu, Cellege Library
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(2) Why is asset securitization an example of market

| Antermediation? In what ways can securitization
reduce the cost of funds for the issuer? (8)

(b) “Better credit risks do not subsidize poor credit
risks when symmetric information exists” whereas

(19 . . .
Honest borrowers subsidize dishonest borrowers

when information is asymmetric”. Explain. (7)
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3. (a) Compare and contrast the sequence of events in

financial crises in United States and East Asian
Countries. (8)

(b) In what ways Futures differ from a Forwards

contract and Options contract? (7)
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4. (a) Explain how the expectation hypothesis and
segmented market hypothesis are extreme versions
of the preferred habitat hypothesis. Under what
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conditions yield curve would be upward slopig,
downward sloping or flat according to Preferred

Habitat Hypothesis. (6)

(b) A coupon bond maturing in one year has a face

value of Rs 1000 and a coupon rate of 8%. If the

market interest rate is 6% at the time of purchase,
calculate (a) price (b) current yield c) vield to
maturity of this bond. What effect would a rise in
the market rate of interest to 10% have on its

price and yield? 9)

(37) T & & @& ymw sReewn ik @Re amw

T IR W AR TAT a0, Y N AR TAT A @

¥ BT Deshbandhu .College L.b-ﬂ
Kalkajl, New Dslhl-19 -




3351 5

5. (a) What were the policy responses to the two banking

crisis in the Indian economy for the period:
1997-2002

After 2008 (10)

(b) How can the existence of asymmetric information

provide a rationale for government regulation of

financial markets? (5)

(31) 1997 -2002
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6. (ai Describe how BASEL III is an enhancement Over

BASEL II. Desnbandnu.College Librald?)
Kalikaii, New Delhi-19 ‘
. (b) Examine the lags observed in the operation of

(5)

monetary policy.
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7. Distinguish between Conventional and UnconVentional
Monetary policy measures? Discusg various
unconventional monetary policy measures, thejr key
features and their applications in India. (15)
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Write short notes on any two of the following :

(i) Policy Rate Corridor L
(i1) Monetary transmission mechanism

(iii) Certificate of Deposits (CDs) (15j
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In developing countries, fertility rates continue to be

- sticky and high, even in the face of falling death rateg.

Analyse the various social and economic factors that
help in explaining the micro inertia of fertility rates at

the household level. (15)
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Development proceeds via the joint transfer of labour
and agricultural surplus from the traditional agricultural
sector to the modern industrial sector. Explain the

(15)

process with the help of suitable diagrams.
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(a) Why is fixed rent tenancy considered to be a
more efficient contractual arrangement than
sharecropping? Explain using the concept of

Marshallian inefficiency in this context. (10)

(b) How can sharecropping contract be used as a

device to screen tenants? (5)

(31) foor i = e & 9erde @ o # S
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A prudent land reforms policy has the ability to

increase overall employment and output in the
economy. Elucidate the statement using the nutrition-

based model of labour market. (15)
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(a) What are the various possible forms of collatery]

in the rural credit market? )

(b) If a collateral is valuable to both the lender and
the borrower, derive the condition under which
there will be no default Also spemfy, how can

Credlt be used : as a vell for acquiring collatera]?

Deshbandhu. Coy llege Librarv | (4,3)
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(c) Assume that a moneylender from a remote village
can earn 20% rate of interest if he deposits
Rs. 10,000 in a nationalised bank, with no fear of
losing any bf this mon'ey. However, alternatively
he can take a risky option and lend the same in
the informal market at a higher rate and thereby
earning a risk premium. For each of the case
below, calculate the minimum rate of interest that
this moneylender would be lending in the informal

market. Also, find out what is the risk premium in
each case.
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5 With probability /3 that the loan wil] he
(O

repaid with interest, probability 17y (aq only

and proly; thility
1/ that the loan will not be repaid at gy

(3)

the prineipal will be repaid,

(i) With probability % the loan wil] pe repaid

with interest, and with probability % the
loan will not be repaid at al]. (3)
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What is the rationale of economic regulation in
general? Explain why command and control approach
dominates the policies for environmental regulation
worldwide when most economists believe economic

incentives are much better. (5,10)
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Blucidate how ignoring the structural fayl lines

mnnil'csicd itsell into the Global Financial Crisis of

20082 What lessons does the crisis bestow upon the

financial world? o
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Write short note on any two : (7.5 each)

(a) Positive effects of population growth on

development

(b) Impact of globalization on the poor as users of

public services and common resources
(c) Policies for development and environment

(d) Lender’s risk hypothesis

fpedl @ w dfar feoh fRaw (= 7.5)
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Part- A

(Question 1 carries 15 marks )

[otal
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Write a short note on any three of the following:
a. Meiji Restoration
b Scissors Crisis

Poor Laws

Stolypin Reforms

Parasitic Landlords
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Part- B
Answer any three questions.
et diet veat & 3T AT
(All questions carry 20 marks.)
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2. Critically analyse and compare lhe process of industrialisation in Japan and

USSR
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HR JateAr H |
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ritain and Japan.
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3. Critically analyse and compare agrarian changes in B
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count of planning and prcing policy in USSR
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Explan the working-class movement and its impact on the conditions of

working class in Britain.
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Instructions for Candidates
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of this question paper.

2. Attempt any Five questions.
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4 Answers may be written either in English or Hindi;

but the same medium should be used throughout the

paper.
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(a) Enumeratc the Monet
Monetar

recommend o LiqUid'
P .ed by the Third we ki - Aggregates
cuss their features e Group .

L= ‘ 0
(b) Explai i .

Plain the difference betwee

N endoge
hey ) , nous

she Y supply with the help of

- TR (9+6)

and exogenous mo

C L I F v g . N bt
P Vg R oTEE et W wef
Fifera g -

S

(@) orw oY wEEar | a#mﬁwvdaﬁaﬁrmﬂnﬁi¥aa?
e Fifdve |

B )
=4 /L‘” Suppose the required reserve ratio is 15 pereent
of deposits, bank holds 5 percent of deposits 45

excess reserves and public holds 20 pereen! o}

deposits as currency.

(1) Calculate the total money supply 1f Jevel of
B

monetary base 15 Re 50 lakh

2325

(b) A key financial innovation in
dramatically influenced the role of financial
intermediaries is the phenomenon of Asset
Securitisation. Explain in this context the process

to financial markets.

3

Bank engages in Open

(i) 1f the Central
10 lakh. calculate the

Market sale of Rs.

change in money supply

(iii) What would be the impact on money supply
if the Central Bank changes the required
reserve ratio to 10 percent with reference

to (ii)?

1980s that

of asset securitisation and discuss its implications

{9+6)
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(a) A bank with market power charges differen;
interest rates to borrowers with good and bad
credit risk under symmetric information and same
interest rate under asymmetric information.

Flucidate.

(by Using the money multiplier approuach, explain the
money supply response to changes 1 the following
variables

(1) FFall in (C/DD) ratio
(1) Fall in (TD/DD) ratio

s = Q4
(1ii) Decline in reserve ratio (9+6)

(%) @R & fda @ien UE dd wEEE e & qnd
Ao 3 @ o SAREA A JUREA A § R - ST
AH W agEdl ¢ 3R A A @ qrd T

e I L

oqra W
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(1) w1 qie zfeeain a1 Iw@E @ A fegeafetfead
: ; T al
# ufad @ fav an sfd wfafea £1 o

4.
F

] 5
(i) (C/'DD) #m= ¥ farae
() (TDDD) 73 F firae
(iii) sRfEE A % ferae
(a) Do you agree with the view that the Preferred

Habitat Hypothesis combines key features of the
Expectations and Segmented Market Hypothesis?

Give reasons in support of your answer.

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

year bonds and will purchase 4 three-vear bond
only if they expect 1o receive an additional 4
percent over the return for holding one-vear bonds
Currently one-year bonds vield 3 percent, but
mvestors expect this vield to rise o 7 percent

next year and to O percent the vear afier.

(1) Which of the three models of term structure

is relevant in this case?
(1) What is the shape of the yield curve?

() What as the yield on the three-year bond!?

‘Il]."‘i
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(a) Explain the profit

(b) Explain

-
b
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:::?g:;mﬁ'mav gl B QT |

) 3 sy e @ e 3
a vt 27

(i) wfawe T v e B 3

(i) A A @ de WS %

. ion
loss profiles of long call opt

j i -aphs.
with the help of a table and graj
: idate the
act? Elucidate l
i > [ g contract? b
yrieflv the futures |
o with respect 10 the

a clearinghousc (9+6)

functons ot

futures market.

’ 2325 7

i

(3) a4 A AE F I A A FIA AT 3 A SR
AETEE A e |

(4) 9@ AT F) ALY A AAALY) AGE AAR B Hw
A WA qF & wA #1 A Fifo

(a) How have capital requirement norms changed from
Basel Il to Basel 1117

(b) Compare and contrast the policy response to the
banking crisis that started in 1997 and in the
aftermath of 2008. Global financial crisis?

[Y+h)

(37) o HEvAFA WA A || A IS ([ H T ufeafas
B o E

(q) 1997 F uwrew AfET FEz 3w 2008 ® AFEw s
W%maﬁ#ﬁaﬁm%é‘mwﬁvw
cxdl

(#) *In the long run. an output target 1s a quixotic goal
for monctary policy, since it cannot be attained.
whereas, i the short run. monetary policy might
be able o achieve either a price level target or an

output target but not both ™ Explain,

PLT 0
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‘ srest rate and larv
(b) Comparc 1nter : | monetary agpregates

as intermediate targets with the help of eraphs

(916

(s1) “Awfafy A, ya sndcye o aMfeaw A @ o oo
fafs wea o, wA@E 3@ ura 985 B s g 2
qafE, siematt A, WMew WM w A Hm ww oaqm
3T AEd AN R A WeH B WEA 2, Al
8 17 o W

(3) TE R AN A TS R IR RAF T F A
T ® T A FAAN HH |
Write short notes on any two of the following

(a) Use of repos and reverse repos as tools of

monetary management.
(b) Movement from Base rate lending system to MCLR

(c) Principal-Agent problem in equity contracts

(7.5+7.5)
fFreafafaa % % foeedl @1 o wfera fooafoal fofaw
() wifzw yaum & Jqaan & 9§ W iR Rad W

Jwam
(@) @@ ¥ dfer fawew & MCLR % afvad

(|) zfed gaaul A fufags - vele @0
(100)
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wral @ fog e
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I

What factors are responsible for slow growth of

manufacturing sector in India despite liberal economic
reforms constructed and adopted since the last quarter
century? What measures are required to be taken to
achieve the goal of rapid growth of manufacturing in
India? (7.5,7.5)

mmm%ﬁﬁaaﬁtmﬂqwaﬁmgﬂr&
F T Wk A R & @ R afe @ o a3
FrE R €7 9w 3 o 2 99 e 2 7 =t
W wE @ o W v Ry W 9 srwmear 27

India has made impressive recent progress in building
the “hardware” of economic success, yet at the same
time, the country continues to struggle to fix its
“software™. In this background, discuss the statement-
“Whether India manages to boom again and become
a serious alternative to China will depend on whether
the country can finally overcome the long-standing
defects in its policy software.” (15)

T 7 HifdE ahedr @ ‘e’ & e ¥ B & A
THEEE w2, fhe S wwe @y ¥ W s
‘HireEm w St e @ fog @udE #1 5W yoif ¥,
I WA a1 - “gfe wRa Wil e A O 9ER e
? 3R 99 ® fow v iR fader aan 8, @ 7 T@ A
R PR wan o @ 2w sidm: s ARy “aredm ¥ o9
A H T E @hE w e e g 21

3504 3

What do you understand by ‘Deindustrialisation?’ Has
India deindustrialised like many Latin American and
African economies? Give arguments in support of your
answer, (5+10)

‘Rt Ewr ¥ e oFm wE 7 9 w2 A
R AR TR sefamend @ A FdEEEa o T
B? I IR @ AT A 9% A

How has trade in services evolved over the years in
India? What are the emerging issues in the arena of
trade policy that India has to be mindful of ?

(7.5+7.3)
sra ¥ few g2 aw ¥ Jus ¥ amw 27 ke g 27
MR AT ® aF ¥ T ¥ IR ¢ T O W owwm =
T A ey ?

Doubling Farm Income in India has been the top most
priority for India for decades. What are the major
steps that the Government should take in achieving
the above? (15)

WRE W P A HOIRET FAT D A ARS F wded
rafieEar @ 21 IR T W T T Y TWER F S
¥ W@ FEN IJoW W’

“For services sector to be sustainable, the sector needs
to be well integrated with other parts of the economy,
in particular the manufacturing sector.” Elaborate and

P.T.0,
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discuss this statement in the light of Indian €Xperience

since last two decades. (15)

EEUEER I CEICR L IR TG P D R S ey -
ffwll, AW & & Ao &3 @ @y 3=h 5z 3 REaE
FE H NTEHAT 21 f&aﬁﬁia-agnﬁfag-sﬂﬁ%q.Sﬁ?ﬁ,?%
EAlE

Do you think India can base its future growth on
exports in an increasingly deglobalized and post Covid
world? How has India differed from China and other
East Asian countries in the past in this regard.
(7.5+7.5)

T TR W B SRR - Iedgw sk Iw-FifE
fava & 9 s vl & e = s w staRa =<
FEHA 2 7 IS A 3@ e A WRG 9 3R 9 7 o
o A few wer R @ 27

Critically analyse the impact of the ‘shock treatment
in the form of accepting the farm laws as the right

path in increasing the productivity and incomes of the

: : : - 3 L 15)
farmers in the agricultural sector in India. (

WRd § Y e 3§ ﬁ%@ﬂéfi#ﬁ:3aﬂaaﬁﬂ‘aﬂ?;ﬂwliﬁﬂa'ﬂ:?fa
ot A S wnt @ v § EER wA @ w9 A WD
AT & yWig @ AT @l

(3500)
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5. Answers may be written either in English or Hindi-
but the same medium should be used throughout the

paper.

aE & fog fJEdw

1 T Y- @ e f W Re e fuiRe e w s
I oAU |

2. U UFH g UEA B
3 &8 % 5 qae @ wEE 2
4 TAFTUED AF T D @9 @ e T

5. 28 W93 %1 IR Faen a1 B8 R v ww ¥ g, e
| I T AN UF B BT =Y |

1. Discuss the reasons that have kept the population
growth rate persistently high over the years in most

of the developing economies of the world. (15)

3658 3

aﬁwﬂmﬁrﬁsmmmrﬁia?3ﬁmﬁﬁwmmm:ﬁaamv
@ B

Explaining the Harris-Todaro model of rural-urban
migration, discuss how this model endogenously
delivers a prediction for the size of the urban informal

sector. (10,5)

TRToT- ed ga & BRE- 2R AiEw F =G T qW A
= & Y gr dAew Faong §7 ¥ WEN FETERE &9 F
AF-FH T FuilRa === 2

There are various factors that affect the structure of
land rental contracts in a rural economy. Of these,
discuss how the factors of incentives, risk and the
double incentive problem between the landlord and
the tenant, affect the choice of land rental contract.

(6.6.3)

P.T.O.
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4.

W wE wrw T W T sefermen Ay R @
@ﬁﬁﬁmﬁﬁﬁﬁﬁ%,ﬂiﬁﬁ%
sy e R RRREr & A9 Ao FReE, AR ww,
AR IR Do A T @ IS, I R sy
fefy =1 27 ™iRT w2

(a) Explain how the casual labour markets in rural
areas create nutritional externalities that all the

stakeholders end up paying for. (8)

e w T & { AT s AR (R S
TEe) T4 9N gEel SRSt o A we § e
T o fRuRSl A WA FET ge 2

(b) Explain why land inequalities tend to rise in poor
rural markets that are characterised by
collateralised informal debt contracts, where the
collateral is of value to both the lender and the

borrower, @)

= w7 T 1 T A ¥, W daiidd S
HW FEd F1 e gER P 2, S SR o w6
# fadw € A wEl wfvder, OEE JuRed, A @
fore sremamot B 2

3658

3,

5

() Explain, in detail, why interlinkage is an observed

mode of credit transactions in rural markets,

especially of the developing economies. (12)

R & 7 o ai = #, e = @ SAEEEE
= 7 7

(b) Assuming 10% to be the prevailing formal rate of

interest, calculate the minimum rate of interest
that a lender of Rs. 1000 would demand in the
informal market, if there is a probability 1/2 that
the loan will be repaid with interest and probability
1/2 that the loan will not be repaid: and under the
latter condition of loan being defaulted upon. there
is a probability 1/2 of recovering assets worth Rs.

500 from the borrower. (3)

10% = vafr SieuiRe =& ® AW9 §Y, =9 &
AW W W T H W R s e
¥ 1000 T ® WU B Y MU FEW, IR FHEAT 1/2
2 & wo ww @ Y GEE A AR EWE 172

P.T.O.
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|

O e i e e I e SO
=+ Rufy 2 ded, SUREH ¥ 500 T I Faf I Tgn
2 rE 172 B

What are the major components that need to be
analysed to estimate the quality of environment? On
efficiency grounds, how does the use of economic
incentives compare with a command and control policy

to combat environmental problems? 8,7)

g A H S o @ o R v wed
w1 e S & FEw@ed @ 7 S % N W,
T I @ ey & for, e Qeaeal @ Suaan
i T wAE AR P A ¥ S A W e 8 7

The high trade theoriés assured us that free
international trade will equalise the factor payments;
however, the global trade regime failed to see that
happen. Do you agree that the theories broke down”

Explain your answer, Gl

3658 7

TR IEH ) =R O, 2, e s wmEer v
B T ¥ fawe @ @ am e # fr e oz
? AT SAE FHEY

8.  Write short notes on any two of the following:

frfofas % & foredl @ W afera oot ffew

(a) The positive effects of population growth on

economic development.

s few | TEen ge F FEaTs T

(b) Explain the concept of existing and optimal natural

capital stock.

e R g s o 'S N FEuRTT
R
(¢) What were the major changes that occurred as
a transition from

the world trade regime made

GATT to WTO?

P.T. 0.
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75
=
hn

fawg soR wEen & A (GATT) A fava =mw qngs
(WTO) ¥ warwr & @R i & v afeadsr 7o 7

(d) Explain the concept of disguised unemployment in
the context of Lewis model of economic growth

using unlimited supplies of laboure

S FERAT A T ITENT wRa ge e
F TG AEd B e A TTsT SR & FEUmen &
AR TR (7.5 x 2)

(3500)
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,  fad dra ye @ I AR ;
3 s = e v g R @ R

o =TT IR S @ R R v s ¥ A, S
o I & W U 8 B ey |

|, (a) What is the observation of Third Working Group

on Monetary Aggregates? Discuss the New

Monetary and Liquidity aggregates recommended

by the Third Working Group.

(b

sources and components of Reserve money as on

31 March 2022 which is given below.

Source/ Component ; Rs. Billion

1. Bankers' Deposits with RBI 877

2. ‘Onher’ Deposits W1th RBI 58

| 3. Net RBI Credit to Govemmem 145;1

4. RBI Credit to Banks & Commercla] Sector
'__;__ o a7 -544

L Net Forelgn Exchange Assets of RB[ 4442

6 Govcmment s Currency Llablhues to the Pubhc 28

LT Ne1 Non Monetary Llablhues of RBI 1309 J

The Reserve Bank of India has released data on

3

Using the above data, calculate the amount of

currency in circulation. Also prepare the balance
sheet of the RBI. . (9+6)

() AT W W AR FEED = g

2?7 G FER wE T R v AR
RIGEILEen i i Tl

(@) vwrda Red ¥ ¥ 31 7 2022 9% fed W= R

a3 "eE W Awe W a2 S AR R
Bl |

Hia/aes | Rs. Billion

1. SR F T F 3w ARy | 877

2. YRS F TR 3T TH |58

3. Wﬂ%m@ﬂém? } 1451

4 391 A aveTs A R BT gy

5. retag @ g e g waa “2
T FUAWSRB AT
7. mﬂiﬂ&ﬂi&ﬁg&'ﬂ?ﬂtﬁﬁ ?ﬁm e

T SR I R g, T A I I A
& e X RBI @ @ fie & W H

P.T.O.
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2. (a) Discuss the adjustment suggested by Rangarajap

and Singh to the basic equation for money

multiplier approach.

(b) ‘Inability of weighted monetary aggregates
essentially reflects deficiencies of operationalisation

rather than conceptualisation’. Discuss.

(c) A key financial innovation in 1980s that

dramatically influenced the role of financial

intermediaries is the phenomenon of Asset
Securitisation. Explain in this context the process
of asset securitisation and discuss its implications

to financial markets. (5+5+5)

(F) o1 o et B & TR A G AR e
BN AN Y TR W9 &6

(@) ‘wiRte e wowd A e s w9 ¥ AU
@ TG A F e a2 wdi @R |

3726 5

(®) 1980 %mﬁwwmmmw
I B R Y AT A i R a
REf ST A owe 31w i ¥ oRe
WTwT R wfr A e W v Beda A
WD TE A o

3. (a) A bank with market power charges different
interest rates to borrowers with good and bad
credit risk under symmetriclinfonnation and same
interest rate under asymmetric information.

Elucidate.

(b) Explain how transaction <costs influence the
financial structure. Also explain how financial
iﬁtermediaries help reduce transaction costs?

(10+5)

(3r) TR AR A O I TG A F T
maﬂtfg’tm@fﬁﬂa@mﬂaﬁ% AT - SR

P.T.O.
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(®) Maﬁf&a‘é‘#—%ﬂﬂﬁmwmﬁﬁ

4. (a)

e w2 wE N W W & R e
-3 H W B T A X DA W R
Hl

Compare and contrast the sequence of events in
financial crises in United States and East Asian

Countries.

(b) Explain briefly the futures contract? Elucidate the

(%)

functions of a clearinghouse with respect to the

futures market, (9+6)

T WAHA F T F GO IR FW w

(%) awe e = wd ¥ vy 7 A gy & e

# W 5 % w1 awen i)

7

(a) Suppose there is an investor who longs a put option

on Asset XYZ that expires in one month and has
a strike price of Rs. 105. The option price is Rs. 2
and the current price is Rs. 105 and the investor
holds the asset till expiry date. Give the difference
in the profit and loss profile between a long put

position and a short put position with the help of

~a table and graphs.

(b) Kartik’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 following small saving instruments
today at the given interest rates compounded
annually to be able to purchase the car. Which

saving instrument requires him to invest less and

why?

P.T.O.
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‘Saving Instrument | InterestRate
 Savings Deposit : _| 4% e
S Year Time Deposit in a Bank 6%

National Saving Certificate 7%

Employee Provident Fund 8%

(%) wﬁ&wﬁ%wﬁ%ﬁiﬁi’rwﬁmﬁ‘rnzww
Roe fewws T ¥ T Y ¥ o @ b
IR W REF 9 105 T TREw [ 2 @
# i T 7 105 T 2 o P i R
7 o T 21 2aw SR Ww A oweE ¥ W R
e S 9 A @ v o @

TEE ¥ A T4 |

(@) =T % fra s@ & 99 AW @ IqR wHA GO
FH W 10,000 R A FIW wliex AN A @
| FW @ied | au P & fay afte @ 4 @

3726 "

maﬁw.mﬁqﬁﬁaamtﬁ%mm i
ﬁﬁ%ﬂmﬂ%ﬁqmmﬁmﬁlaﬁ
f&mmmimﬁhmﬁmiﬂ?

a7
Saving Instrument [nterest Rate
Savings Deposit 4% |
5 Year Time Deposit in a Bank 6%
National Saving Certificate 7%
Employee Provident Fund | 8%

6. (a) Illustrate with a suitable example the inverse

relationship between market interest rates and

price of coupon bond with different maturities.

(b) Explain with the help of graphs how each one of
the following affects the demand and supply curve

for loanable funds.
(i) decrease in inflationary expectations

P.T.O.
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(i) an increase in size of government budget

deficit
(i) decrease in wealth C(9+6)

(&) "R i =w WA IR R Rvgwar @ a5 @
# IFE @ 99 AT Wy N = IgE Iaww

2 WY GEHIEY |

(=) ‘iﬂ%ﬁaﬁmﬂwaﬁﬁqﬁfﬁﬂﬁqﬁaﬁ%‘
%mmﬁmﬁ%ﬁf%ﬁusﬂtqﬁwﬂﬁm
YER FHIEF & 2

(1) Wﬁmﬁm&i’rﬁﬂ
(i) &0 a5 9 & HER A g

(ii) @ % =4

(a) How have capital requirement norms changed from

Basel Il to Basel 1117

3726 11

(b) In India, banks are the main conduits through which
monetary impulses are transmitted to the real
economy. In this context review the bank's lending

rate system since the early 1990s. (7+8)

() IO SraTEEE WeEE duw [ dT 0¥ 2 w2

g F7

(@) W ¥, ¥ e ww ¥ o e 3 A s
rafas siaen ¥ waRe B ¥ @ el ¥ 1990
P IWE A LA ¥ qF A IUR T T F we
Eadl

8. (a) What are the channels of monetary policy
transmission and explain with the help of a

flowchart?

(b] Explal“ the use of TCPUS ill'ld reverse TEPDS as

i +5
tools of monetary management. (10+5)

P.T.O.
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Part A
Attempt any SIX questions.

. (a) Briefly explain the fundamental Balance of
Payments Identity. (2)

(b) What are the problems associated with excessive
current account deficits and surpluses? (3)

P.T.O.
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2

(a) Show the equilibrium in money market ang foreign
exchange market simultaneously, 3)

(b) Discuss the effect of a money supply increase in

domestic economy on the foreign exchange market
equilibrium. )

(a) Is monetary policy ineffective under fixed
exchange rate regime? Explain with diagram.

(2)
(b) What is the monetary trilemma? Why policy
makers call it impossible trinity? 3)

Derive the DD schedule. List and explain the factors
that can cause a shift in the DD schedule. (5)

Do you think Gold standard played central role in

originating, deepening and spreading the great
depression? (5)

(a) Elaborate the term “Original sin” coined by
Eichengreen and Hausmann in the context of debt
taken by developing countries. (3)

(b) Discuss briefly the role of Basel committee in
regulating working of banking system. (2)

(a) Is current account balance a decreasing function
of output and increasing function of currency
devaluation? Explain. &)

3729 3

(b) In Gold Standard, the automatic mechanism 1s a
potent tool of balance of payment equilibrium. If
a country incurs current account surplus (CAS),
does it worsen international policy coordination?

(3

(a) Define moral hazards in a banking system. How
would rise in moral hazards affect an economy’s
financial health? (2)

(b) Define bank failure. What are the different
measures adopted by countries to safeguard their
economy against bank failure? (3)

Part B
Attempt any THREE questions.

Consider an economy described by the following
equations :

Y= C+I+G+NX
Y= 10000

G= 2500

T= 2000

C= 500+3/4(Y-T)
1 = 1000-50r
NX= 1500-250¢
r=r*= 8§

(a) In this economy, solve for private saving, public
saving, national saving, investment, the trade
balance, and the equilibrium exchange rate. (5)

P.T.O.
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10.

K

(b) Suppose if G is reduced to 2000. Solye for Private
saving. public saving, national saving, inyest

i ment‘
the trade balance, and the equilibrium exe

hange
rate. (5)

(¢) Now suppose that the world interest rate faj) from
8 to 4%. If G is raised to 2500, solve for the same
(private saving, public saving, nationa| saving,
investment, the trade balance, and the €quilibrium
exchange rate). (5)

Discuss the model of equilibrium of foreign exchange
market with imperfect asset substitutability, angd
associated risk premium. Derive demand for and supply
of domestic currency bonds. Show how the central
bank sale of domestic assets affects the equilibrium?

(15)

(a) Interpret Marshall-Lerner conditionality for current
account improvement and worsening (derivation
not required). (7)

(b) Explain the volume and value effect of current
account when real exchange rate depreciates.

(8)
EXPIajn “law of one price”. Is “purchasing power
Parity 4 generalisation of “law of one price”’ Why

doeg g
0€s the concept of purchasing power parity fail to

s . .
e “Mpirically byt stands correct theoretically-
(5+5+5=15)

(2000)
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3876
1 the :
e qe B IR AR Vb KRS now i Rromming ity iy Rs. 90

frel O f 4 .
2 @mﬁmwél crores from the bank, then how much of money

s &1 e = _ supply wil ' ‘
3 e R B e v vt ¥ A, Ay pply Will be generated in the economy solely on
. e A= =ife | account of open market operations?

o 3R 0 o 7 :

Would your answer get modifjed in case the

quantum of High Powered money in the economy

. List out the new monetary and liquidity aggregates

as per the Third Working Group of the RBI.

instead increases by Rs. 90 crores via banks’
borrowings of an equivalent amount from the

Ho Third Working Group eventually
How did the 1T g RBI? —

treat the liabilities .of non-banking financial

institutions? - ; " (3'_) RBI 3 St T e S — i
TE W A G AR wEE w3
o w-dfFT i TR & Ra w @A

(h) On the purchase of certain commodities, suppose
the Government of India makes a cash pa)}ment
of Rs. 50 crores to the public out of which, the AT ¢

public keeps Rs. 10 crores in the form of currency

(@) To fAw T W w A
WER T F 50 FT TR F ABT AT FA
%ﬁiﬂﬁ'%mm?ﬁ?@“ﬁ‘!ﬂ%“ﬁmg

and deposits of Rs.40 crores with their banks.
Further let us suppose that after accepting these
deposits, the concerned bank just keeps Rs. 8

CrTores as reserves with the RBI
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aﬁunmmmﬁﬁa‘?wmmﬁhm
s e S s T S Y EER T B
st 3% R 8 T T RBI & 79 AW Wew

¥ ¥ @ R

2 RBI 3@ 3% ¥ 90 FIT T B Qo A @
} @ S @Y AR B G ® OB JA
¥ Rt @ S e B

T AT IR TR B e A sefaraen ¥ 3w
& A o 9 W RBI ¥ woged A & d @

IUR F WMOW A TR WE 90 FAT T A ¢ o
.41

(a) What is asymmetric information? How does

adverse selection affect interest rate in case of a

bank with market power?

3876

-

(b) Derive the broad money multiplier. Explain th
o ¢

adjustments that need to be made 1o SEVE i i

fairly general model of money multiplier in the

Indian context. (6+9)

® TS ¥ WfNEE o A W w R o we
27

(@) = o T e

* FH W e W g F e
ARG e Hi7

3. (a) Assume an Asset XYZ that expires in one month

" price is Rs. 2 and the current price 18 Rs.

and has a strike price of Rs. 105. The option
105

Compare and contrast the risk- reward profile of

i o ition with
a long call position with a short call positic

the help of a table and graphs.

P.T.O.
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(b) Consider two coupon bonds with face value of
Rs. 1000, coupon rate of 10%, maturing in one

vear and the following probabilities of default,

respectively :
(1) 10%.
(11) 20%

Assuming market interest rate of 8 %, calculate
vield to maturity in case the two coupon bonds
are default free. Also calculate the default risk

premium on each of these. ' : (9+6)

(%) 7 F & v 9Rae XYZ R v w0 ¥ v @
@ 2 T R g 105 T 31 Ree 1
2 TR A AW S 105 T ¥ il sk A
W@ A vF W F A YT R w W w

WA e v A oge ok s
#iforg|

3876 )
(@) 1000 TR F aﬁ:awaﬂno%ﬁ:@mzz 7 o
ﬁvﬁqﬁﬁ%sﬂtﬁﬁ&'aﬂmﬁnﬁmw

TN A FE AR w e

(i) 10%.
(i) 20%

8% W WK W W WA §Y, 3 HIF A3 Rwiee
Ao B @ fufly § wReewa w oam R oE
T T A IRAF W Refee Sfew Qi ;R e

N

4. (a) What is liquidity risk? Ilustrate diagrammatically

; ination of
how this is factored. in the determination

. small 2 arge
interest rates on bonds issued b small and larg

corporations.

DT M
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(b) Briefly explain the view
| _ : s of i -
(b) Nlustrate the determination of prices and yields e Thin N

) Group on the
for bonds listed and bonds not listed on the

secondary bond market. Which ones are less (i) Coverage of depository corporations

liquid and what is the implication to interest
(i) Residency

charged? (10+5) (10+5)
(%) mﬁhﬁaﬂwé?@ﬁaﬂtﬁﬁrﬁmw&ﬁq (3r) wRwe a% F 2?7 B W Raiw == 2 A
R W A R P ¥ @ B wife R | ol A R s P e 3

AR SFeaehIiorn W T e 27 7 F A v
T @ e w @ @ s @ik

T 2, W IREE ¥ ¥ e

(@) e @ TR ¥ ghee @ IR R ghee @@

% g Fwal iR wfwe @ Fufor 9 we w4 B (@) TAR R FAEY 7@ S R H wE F e Fe
%mm?ﬁ_mwmwwmﬂm- . () fe A = ST
#7 _

(i) Tam@ &=

5. (a) What is a yield curve? Which thebry asserts that
ransmission from the policy rate to

long term interest rates are an average of short 6. (a) The issue of t
| 7 i ate < heen a matter of concern

term interest rates during the life of the longer banks’ lending rates has bee

| | i .t critically examine the

term assets? Illustrate various forms of yield - for RBL. In this context critic

curves in this context, -
P.T.O.
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working of Prime Lending Rate System, 7. (a) Compare and contrast the degree and nature of
Benchmark Prime Lending Rate system, the Base the banking crisis that took place in two separate
Rate system and the Marginal Cost of Funds baseq episodes, i.e., 1997-2002 and in the aftermath of
Lending Rate system. . 2008 Global financial crisis.

(b) What is multiple indicator approach? Elaborate the - (b) How will Basel III affect the profitability of banks?
operating framework under Augmented multiple ~ Will it alter their incentive structure? (8+7)

indicator approach implemented in 1998.

(10+5) (%) @ I -Faw &y |, I, 1997-2002 I 2008
* A Rig e 2 a° T 0 ww 3 FEm

(¥) AW T A dA A IUR N ¥ G901 F @ RBI B
' IR Pl A gEw AR A F

e fm e w e At ¥ e SR e |
Mmmaﬁ"tm%ﬁtﬁmaﬂt 1 (=) %ﬂﬂmﬁaﬁmaﬁ%_&mﬁam?m
I i i e 3 A X e ) T8 IR e G A T W
F ST T )

8. (a) In the long run, an output target is a quixotic goal

@) = FEw e = 27 1993?1‘61113\@&?&%

e ; for monetary policy, since it cannot be attained,
= 8 = faee o ) R ¥ whereas, in the short run, monetary policy might
™ be able to achieve either a price level target or an

output target but not both.” Explain.

P.T.O.
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(b) Under what circumstances does the Centra] Bank
employ the unconventional monetary policy
measures? Briefly explain any three unconventiong

monetary measures. (8+7)

() S ¥, v seee ww AMew A E fy ox
mﬁaw%,aﬁﬁﬁm#gfmmm
2, waf¥, seaafy ¥, ARw A @ A = = v
q A3eYe e U Hed A 98 8 a2, A
N T = W

(@) g ¥ Bt TRRERE ¥ T Aw A v
A HOE B TR A sRwn Afkew SyE
ﬁmﬁwﬁﬁm

(1000)
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Part A
Attempt any SIX questions.

I. (a) Suppose dollar deposits offer a 10 percent interest

rate, euro deposits offer a 12 percent rate, and

the dollar is expected to appreciate against the
euro by 4 percent over a year. Which currency
deposit is relatively lucrative? (2)

P.T.O:
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(b) “An increase in the money supply can cause the
exchange rate to overshoot its long- run level in
the short run”. Elaborate on this statement with
reference to a permanent increase in money
supply, using suitable diagrams. (3)

Elaborate on the covered interest parity condition.
(5)
Briefly discuss various components of the balance of

payments accounts. (5)

“All else equal, a rise in the expected future exchange
rate causes a rise in the current exchange rate.”
Discuss with the help of diagrams. (5)

(a) What are the limitations of the PPP theory of
exchange rates? 3)

(b) Define the concept of the real exchange rate.

2
(a) Discuss the benefits and drawbacks of the Gold
Standard. (3)

(b) What do you understand by Bimetallic Standard?
()

(a) Define the Price-Specie-Flow Mechanism. How
fioes an economy automatically restore equilibrium
if the current account deficit occurs? (2)

3879 3

(b) .How can inflation be imported from abroad? What
is the solution? (3)

Write a short note on any two : (5)
(a) Exchange rate pass-through
(b) J-Curve

(c) Marshall-Lerner Condition

Part B

Attempt any THREE questions.

(a) Explain why, with imperfect asset substitutability,
even sterilised purchases of foreign exchange
cause the home currency to depreciate. (8)

(b) Using the model of asset market equilibrium
(simultaneous equilibrium in the money market and
the foreign exchange market), examine how the
balance of payments crises can occur under fixed
exchange rates. (7

10. (a) In Munich, a bratwurst costs 5 euros; a hot dog

costs $4 at Boston’s Fenway Park.

At an exchange rate of $1.05/per euro, what is

the price of a bratwurst in terms of a hot dog? All

else equal, how does this relative price change if
P.T.O.
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L1,

12.

the dollar depreciates to $1.25 per euro? Compared
with the initial situation, has a hot dog become
more or less expensive relative to a bratwurst?

(2+2+1)

(b) Using the DD-AA framework, analyse the impact
of permanent shifts in the monetary and fiscal
policy with suitable diagrams. (10)

(a) Examine the situation where all the countries
suffer due to self-centred policy decisions utilising
game theory. (8)

(b) Discuss the reasons for the East Asian economic
miracle. The onset of the financial crisis in these
economies was taken aback. What were the main
causes of the disastrous financial crisis? (7)

(a) Why are prices sticky in the short-run? What are
the demand and cost pressures created by a
change in the money supply? (6)

(b) Using suitable diagrams to illustrate the
ineffectiveness of monetary policy and
the effectiveness of fiscal policy under a
fixed exchange rate regime with perfect capital
mobility. (C))

(2000)



