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3. 

2. 

1. Outline the reforms that have been initiated in the 

tariff measures in India's trade policy since 1991. 

What does a comparison of India's Average MFN 

Tariffs with Tariffs of APEC (Asia Pacific Economic 

Cooperation) cconomies reveal? (10+5) 

2 

India had become a much more open economy since 

1991 as compared to pre-liberalisation phase. Do you 
think an inward orientation based on the recent 

initiatives of atmanirbharta may confine the Indian 

economy to mediocrity? Why or why not? 

at? 

(15) 

What do you understand by Global Value Chains 

(GVC)? Analyse the performance of India in the global 
value chains during 2005-2015 period. (5+10) 
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5. 

3 

afgqG H gI3It (GVC) 34 I HHGt ? 2005-2015 

4, Critically examine the flexibility-rigidity debate with 
speçial reference to the Indian labour market. 
Enumerate some important labour market reform 
measures undertaken since 2015 by the central 

government for the benefit of workers and employers. 

(7.5+7.5) 

The pace of growth in farmer's incomes that started 
in 2004-2005 could not be sustained after 2011-2012. 
What are the factors that contributed to the above 

phenomenon? Discuss the factors that led tò distress 
among farmers in recent years. (7.5+7.5) 

2004 -2005 fh& 3TY ta t uft 2011-2012 

P.T.O. 
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6. 

7. 

8. 

Critically analyse the impact of the now repealed farm 
laws on increasing the farm incomes of the agricultural 
sector. 

4 

(15) 

What do you understand by "Stigmatized Capitalism"? 

In your opinion, what does India stand to gain or lose 
by following this model? 

independence. 

(5+10) 

What do you understand by Jobless growth?" 
Briefly discuss the Indian experience with regard to 
growth and employment generation since 

(5+10) 
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PART A 

H 

Attempt any SIX questions 

(a) In closed economy, saving- investment equality 
holds true. Why is not the same true for open 
economy? Derive the relation between saving and 

investment in open economy. In an open economy, 
if savings is greater than investments, what will 

happen to the foreign capital movement and current 

account balance? (3) 

(b) Why are price levels lower generally in poorer 
(2) 

P.T.0. 
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2. 

3. 

4. 

5. 

6. 

2 

(a) Why is fiscal policy most effective under fixed 

exchange rate regime? 

three reasons. 

(2) 

(b) Why does the government devalue currency? Give 
(3) 

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

It is sometimes observed that a country's current 
account worsens imnediately after a real currency 

depreciation and begins to improve only sometimes 
later. This phenomenon is popularly represented by 
J-curve. Explain the phenomenon. (5) 

(a) What is the reserve currency? How does the 
country whose currency is held as reserve 
currency occupy special position? (3) 

(b) Why did fixed exchange regime collapse in 
1970s? (2) 

(a) Explain the sterilised forcign exchange intervention 
of a central bank with suitable example. (2) 

(b) Is the managed floating an intermediate exchange 
rate? Why does a small country peg its exchange 
rate against large and strong country? Explain with 
example. (3) 
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7. Discuss the merits and demerits of Gold Standard. 

8. 

9. 

(a) Is fixed exchange rate relevant in the present 
times? Discuss. 

(2+3-5) 

PART B 

(b) Asian Economic crises of 1997 termed as a 
*shock and awe" to their economies. Delineate 

the major causes. 

Attempt any THREE questions 

(2) 

(3) 

Under the Fixed Exchange Rate Regime, Central bank 

attempts to maintain fixed exchange rate. Why does 
central bank fail to do so. If the currency devaluation 
becomes inevitable, how does it lead to 'balance of 
payment crisis'? Can the timing of balance of payment 
crisis be predictable? Explain with diagram. (15) 

10. Discuss "Four Zone of Economic Discom fort" 
referring to determinants of internal and external 
balance. Suggest policy options if the economy is facing 
underemployment and current account deficit. Why is 

not the Expenditure Switching Policy frequently 
recommended as a policy-option under Bretton Woods 
Agreement? Is fiscal policy hassle- free as a policy 
option? (15) 

P.T.0. 
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11. During 1990s, a slew of financial crises has occurred 
in developing countrics. What were the possible 
reasons. What were the lessons learnt from these 

crises? Critically analyse. (7+8=15) 

12. There are two country Falland and Railand, and their 
currencies are foller (f) and ren (r) respectively. 
Suppose that current exchange rate is foliar 1.15 per 

ren. However, the exchange rate is expected to be 
foliar 1.20 per ren in a year. Suppose that the foliar 
interest rate is 10 percent per year while the ren 

interest rate is 5 percent per year. This means a 
deposit of f1.00 pays fl. 10 after a year while a deposit 
of rl pays r1.05 after a year, 

(i) Which of these deposits offers the higher 
return? (5) 

(ii) If the follar interest rate is 15 percent per year 
while ren interest rate is 12 percent per year, 

and exchange rate changes as mentioned above, 
in this situation which deposits offers higher 
return? (5) 

(iii) If the current exchange rate is unchanged, and 
expected exchange rate is foliar 1.10 per ren in 
a year, while interest rates are 10% and 

20% for foliar and ren deposits respectively, 
which of these deposits offers the higher 
return? (5) 

(2500) 
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1651 2 

(a) Enumerate the new Monetary and Liquidity 

aggregates. Explain how they are differentiated 

not on the basis of attributes of the instruments 

but on the nature and functions of the institutions 

issuing such instruments? 

(b) Discuss the statement that �Complete Currency 

multiplier determines how much currency holdings 

increase due to change in monetary base". 

? 

(9+6) 
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2. 

3 

(a) (i) Explain briefly how the money multiplier can 
be made invariant to changes in cash reserve 

requirement? 

(1) What happens when banks resort to 

discretionary finance from the Central bank 

and maintain excess reserves? 

(b) Using the money multiplier approach, explain the 

money supply response to changes in the following 

variables 

(i) Fall in (C/DD) ratio 

(i) Fall in (TD/DD) ratio 

(11i) Decline in reserve ratio 

P.T.0. 
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(c) Consider the following data 

Required reserve ratio = 0.20 

Excess reserve rati = 0.05 

Deposits = Rs. 400 Billion 

()) What are the total banking system reserves 

(required + excess)? 

(ii) The Central Bank cuts the required reserve 

ratio from 0.20 to 0.15 in order to augment 

the liquidity in the system. What will be 

the new level of total reserves? 

(iii) If the deposits increase from Rs. 400 

Billion to Rs 500 billion, what is the amount 

of incremental reserves the banking system 

needs to maintain the initial required reserve 
ratio of 0.20? (6+3+6) 
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(#) (i) y 

(i) (CDD) qa AruAT 

(iü) (TD/DD) q RIAC 

() fAafetfaa aiAsi far t: 

= 0.20 

afafr ARfeT 3q4Td = 0.05 

UHI = 400 3G 4 

P.T.0. 
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RTT 3A Ì 0.20 # CIH 0.15 d 

(a) "Equity contracts are subject to a particular type 
of moral hazard called Principal-Agent problem". 
Discuss the above statement and the tools to solve 

Principal-Agent Problem. 

(b) 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. (7+8) 
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1651 7 

(a) As the market interest rate falls, the price of a 

debt instrument sold on discount basis rises. 

Discuss the statement with a suitable illustration 

and diagram. 

(b) Distinguish between discount yield and yield to 
maturity? Which is a better measure and why? 

Calculate the discount yield and yield to maturity 

P.T.0. 
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of treasury bills that matures in 365 days with a 

face value of Rs. I0,000 at the following purchase 

prices. 

()) Rs. 9500 

(ii) Rs. 9000 

(i) 9500 4y 

8 

(ii) 9000 q (ü) 

(7+8) 
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5. 

9 

(a) Using the loanable funds theory, discuss the 

statement "the default risk premium can be 

illustrated by the difference between the interest 

rate for risky loans and the interest rate for default 

free loans". 

(b) Determine the short and long term interest rates 

under segmented market hypothesis. What is the 

rationale for the hypothesis? 

? 

(9+6) 

P.T.0. 
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6. 

10 

(a) In India, banks are the main conduits through which 

monetary impulses are transmitted to the real 

economny. In this context review the bank's lending 
rate system since the early 90s. 

(b) Compare and contrast the policy response to the 

banking crisis that started in 1997 and in the 

aftermath of 2008 Global financial crisis? 

(9+6) 

() 1997 f HAc tt 2008 Aft aiu 



1651 

7. 

8. 

11 

(a) Explain the goals and instruments of monetary 
policy in India. 

(b) What is flexible inflation targeting in India? Discuss 

the Operating framework of monetary policy under 

flexible inflation targeting in India. (6+9) 

(a) What is unconventional monetary policy? 

Discuss the key features of the unconventional 

monetary policy measures and their applications 

in India. 

(b) Explain how Lags can be a constraint in monetary 

policy making. (9+6) 

P.T.0. 
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Attempt any SIX questions 

(a) In Gold Standard, the automatic mechanism is a 
potent tool for the balance of payment equilibrium. 
If a country incurs a current account surplus 
(CAS), does it worsen international policy 
coordination? (2) 

P.T.0. 
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2. 

3. 

4. 

2 

(b) Typical fixed exchange rate under the Bretton 
Woods agreement came to an end in the 1970s. 
Discuss the case for flexible exchange rate. (3) 

(a) Is Purchasing Power Parity a generalisation of 
the Law of One Price? (2) 

(b) Define absolute PPP and relative PPP. Establish 
a relation between inflation and exchange rate 
through the interest parity equation. (3) 

(a) Derive the relation anmong private saving, domestic 
investment, current account balance, and 
government saving. 

(b) What are the uses of private saving? 

(2) 

(3) 

(a) How does the Reserve Currency system give the 
dominant position to the reserve currency? (2) 

(b) Why do countries demand International Reserves? 
Why has the growth rate of reserves risen in the 
2000s in developing countries? (3) 

5. (a) In the short-run, price level is rigid. However, 
any increase in money supply leads to upward 
pressure on Output and raw materials demand. 

Discuss. (2) 
(b) Show the relation among money supply, interest 

rate and exchange rate in the short-run. Use a 
suitable diagram. (3) 
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6. 

7. 

8. 

9. 

3 

(a) Discuss the "bank run". What is the "bank 
capital"? 

banking? 

(b) What is shadow banking? Is the regulator 
grappling with control of the working of shadow 

(a) What is the financial trilemma? 

(2) 

(3) 

(b) How does the Basel Committee help regulate the 
banking system internationally? (2) 

PART B 

(3) 

(a) What is the problem of "Original Sin" in the 
context of developing countries debt? 

Attempt any THREE questions 

(b) Outline the reasons for the debt crisis of the 1980s 
in the world. (3) 

(2) 

Discuss the mechanics of balance of payment crises 

and capital flight in the expectation of currency 
devaluation. Use a suitable diagram. (15) 

10. Discuss the phenomenon of bank failure citing major 
reasons. What are the safeguards suggested by experts 
against financial instability? What are the challenges 

in regulating the banking system in recent times? 
(15) 

P.T.0. 
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11. Establish a relation between the sticky price in the 

short-run and the exchange rate, when a permanent 

1ncrease in money supply occurs. Discuss the 

mechanism of changes in the price level, and interest 
rate. Further, also show the dynamics of the short 

run and long-run effects of an increase in the money 
supply. (15) 

12. Consider an economy with the following information : 

Gross private domestic saving= 40 

Government purchase of goods and services = 30 
GNP= 200 

4 

Current account balance= -20 

Taxes=60 

Government transfer payments to the domestic private 
sector= 25 

Interest payments from the government to the 
domestic private sector= 15 

Factor income received from the rest of the world= 7 
Factor payment paid to rest of the world= 9 

Find the following, assuming that the 
investment is zero: 

(a) Consumption (b) Net exports 
(c) GDP 

(e) National saving 

government 

(d) Net factor payments from abroad 

(3x5=15) 

(2500) 
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