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December, 2024

MECE-004 : FINANCIAL INSTITUTIONS
AND MARKETS

Time : 3 Hours Maximum Marks : 100

Note : Attempt questions from both the Sections as

per instruction given.

Section—A

Note : Answer any two questions from this

Section in about 500 words each. 2x20=40

1. Define financial assets. Explain the approaches
to analyse risks associated with financial

assets.

2. Explain Fisher’s hypothesis on money, interest
and inflation. Do Indian financial markets

support this hypothesis ?
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Distinguish between the Binomial model and

the Black-Scholes model of derivative pricing.

Describe the methods of financing by firms. In
this context, bring out the major issues

regarding capital structure of firms.

Section—B

Note : Answer any five questions from this Section

10.

in about 250 words each. 5%x12=60

Explain the Arbitrage Pricing Theory.

Distinguish between Markov expectations,
Adaptive expectations and Relational
expectations 1n the context of financial
markets.

Explain how an optimum currency area works.

What is meant by leverage ? Explain how a

firm can benefit by using leverage.

What is secondary financial market ? Give a
brief account of the structure of secondary

financial market in India.

Examine the benefits and costs associated with

initial public offering.
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11. Discuss the role of Securities and Exchange
Board of India (SEBI) in the Indian financial

market.

12. Write short notes on any fwo of the following :
(a) Market Segmentation Hypothesis
(b) Commodity Bargain Markets

(c) Efficient Market Hypothesis
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