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M. A. (ECONOMICS) (MEC)

Term-End Examination

June, 2025
MECE-004 : FINANCIAL INSTITUTIONS AND
MARKETS
Time : 3 Hours Maximum Marks : 100

Note : Answer questions from both the Sections

as per instructions.

Section—A

Note : Answer any two questions from this

Section. 2%20=40

1. Discuss debt and equity capital as means of
raising finance by a firm. In this context,
explain the Modigliani-Miller hypothesis.

2. What are financial derivatives ? Discuss

their types and functions.
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3. What is a capital market ? Discuss the need
for regulation of capital markets. In this
context, describe the role of SEBI in the
Indian capital market.

4. Describe the importance and the nature of
flow-of-funds in an economy. Discuss the

uses of flow-of-funds accounting.
Section—B

Note : Answer any five questions from this
Section. 5x12= 60

5. Bring out the salient features of the
Arbitrage Pricing Theory.

6. What is a ‘bond’ in the context of financial
markets ? List the factors that influence the
price of bonds.

7. Explain how expected utility is used in
decision-making under uncertainty. In this
context, explain the concept of risk-aversion.

8. What are financial derivatives ? What
functions do they perform in an economy ?

State the types of derivatives in an economy.
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9. What is an Initial Public Offering (IPO) ?
Explain why IPOs are usually underpriced.
10. Give a brief account of the important
instruments of monetary policy.
11. Discuss the relationship among money

supply, inflation and interest rates using

Fisher’s hypothesis.
12. Write short notes on the following :
(a) Credit-risk

(b) Demat securities
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