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M. A. (ECONOMICS)

(MEC)
Term-End Examination
June, 2026
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 in about 500 words each.
2%x20=40

1. What is a financial asset ? Explain the three
approaches to the risks associated with

financial assets.
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2. Explain how expected utility is used in
decision-making under uncertainty. What do

you understand by risk-aversion ?

3. Discuss the relationship among money
supply, inflation and interest rates by using
Fisher’s hypothesis.

4. (a) What is the need for capital market
regulator in India ? Give reasons.

(b) Critically examine the objectives and

functions of the Securities and
Exchange Board of India (SEBI).

Section—B

Note : Answer any five questions from this

Section in about 250 words each.
5x12=60
5. Explain the relationship between risk and
return of a portfolio.

6. Discuss the links between options and loans.

7. Give a brief account of the Modigliani-Miller
hypothesis.

8. Explain how Logistic Regression model can
be used in credit risk analysis.
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9. Explain how a customs union functions. In
what respects 1s it different from an
optimum currency area.

10. Discuss how financial intermediation helps
in the creation of liquidity in an economy.

11. Distinguish between ‘futures’ and ‘forward
contract’. How do futures help in risk
management ?

12. Write short notes on the following :

(a) Over subscription of IPOs
(b) Under pricing of IPOs
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