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June, 2025

MEC-110 : MONEY, FINANCIAL INSTITUTIONS

Time :

AND MARKETS

3 Hours Maximum Marks : 100

Note :

Attempt questions from both the Sections

as per instructions given.

Note :

Section—A

Answer any two questions from this
Section in about 700 words each.2x20=40

1. Describe the key channels underlying the

transmission of financial activities in an

economy. What are the roles of various

financial intermediaries in the transmission

process ? 20
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2. (a)

(b)

(©

[2] MEC-110
What are call and put options ? When
can the call option and put option be

exercised ? 8

Raj 1s willing to buy a share of X Pvt.
Ltd. After 3 months, its probable prices
are ¥ 5, ¥ 10, T 15, T 20, ¥ 25, ¥ 30. Raj
purchases a call option from a dealer
who gives the exercise price of ¥ 13 and

option premium of I 12. 8
(i) Suggest when to exercise the call
option.

(i1) Sketch the Net Payoff diagram
from the point of view of Raj and

the derivative dealer.

What do you understand by Put-Call

Parity ? 4
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How does the Capital Asset Pricing Model

(CAPM) explain the relationship between

risk and return ? Discuss some of its

applications. What are theoretical and

practical limitations of this model ? 20

(a)

(b)

(a)

(b)

Explain the different market anomalies

observed in the market. 8

Using the concepts of behavioural

finance, explain the following : 12
(1) Equity premium puzzle

(11) Volatility puzzle

(i11) Predictability puzzle

Section—B

Note : Answer any five questions from this

Section in about 400 words each. 5%x12=60

Describe some characteristics of bonds.

4

Differentiate between Yield to Call
(YTC) and Yield to Maturity (YTM). 4
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(¢) Using approximation formula, calculate
the yield to maturity when coupon rate

1s 7%, face value 1s T 500, price of bond

1s ¥ 350 and maturity period is 10 years.

4

6. (a) What 1is the role of the reserve
requirement in the money multiplier

process ? 6

(b) How does the money multiplier process
contribute to the expansion of broader

money supply ? 6

7. Describe the key features of Markowitz’s
Portfolio Theory. Discuss some of its
limitations. 12

8. Differentiate between the following : 6+6

(a) Certificate of Deposits (CDs) and

Commercial papers
(b) Primary and Secondary Securities
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9. How does portfolio management optimize
risk and return ? What are the different
stages 1involved in constructing and
maintaining an  effective  investment

portfolio ? 12

10. Why is there a need for regulation of
financial institutions ? Briefly discuss about
some of the key financial regulatory bodies

in India. 12

11. Critically examine Arbitrage Pricing Theory
(APT). 12
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MEC-110

et feuTTer (T, T) Srefome
(Ta.T3.H)
R EIGRCRIE |}
I, 2025
wm.EHt-110 : TET, fodia deem Siiv ammr

gayg : 3 yu2 SfeFaH 37F : 100

e : TH 97T G FRITFER Tl @ I [onag

HT—<h

i : 39 9T H =gl @ v & S fafEu | -9
700 T | 2x20=40

1. rdER # foxita forameaml & d9ed & T&A
ol w1 guiF wifsel 39 d=en # fafve foxita
Heeed] i A AT Wil § 2 20
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2. (1) wia (Hh) iR ge (Ue) foweq 0 2 € ?
T B AR I fakedl & WA *d fhu S

T § ? 8

() T X uEee fafide w1 w39 wie
IR § | T TR 98 39 YRR & geifad 7
5,310,315, 20, T 25 3R T 30 T
T Rt I ¥ ot wE faeen
TRIEd § 3R S/ AN & H HiEd T 13
e faeney stfered (Wifiem) % 12 g1 <@
gl 8

() et SifSY fh 39 =i fased =1 79
e H AN |

(i) TS qA 3§ FAA fashar w1 giedi 9

fraer wfa wifa fo=t sifera swifeq)
() Ye-hicl GHMAT ¥ 7T 1 GHSA © 2 4
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3. et ufgmafa gea frufo gfawm (CAPM) shfem

3R gfamfia & o9 wwrg &t e f7g TR

A T ? TED HD STYANT Hi == Hifw| 9
gfaa =t Tgifas ta SAaeiis qfedt «ff sae

20
4. (37) aoR # fewr 3 et fagmfaat Ty |

8
() EETeh faw ol STAHRUMST 1 TN Hid BT

o o (aW e

=it &t e chllsly ¢ 12

Q) TSR Tl

(ii) 3feeran vl

(iii) gaTeReTIar Tatt
qr—g

T : 39 YT Q (5 gier g & S fAfaw | vss-gimr

400 9% | 5x12=60
5. (37) SfvSi =t |/ faRvand saET | 4
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(9) Hia 9 dieg a9 IRugaar 9§ dieg & &g 6l

ﬁﬁwaﬁﬁm 4

(9) 9f=ehed §H H1 GAM F IH d0E I
TRYeaar Gfauiid 1 3Teheld shifold fSTdeh]
FHIA T 7%, 3ifehd I T 500, TR HiAd
% 350 T a1 IRTedl STty 10 8 F | 4

6. (3N Uz 7o ufenm ® omfera fafy =t
STMATTHT 1 1 fHeht Bt § 2 6

(&) Hifgsw ok =9w g1 Agfd & TER § ford
RN AMEH HIA 7 2 6

7. WERitgeS & Uewiicl faga & gea fogmomei
T U HIT | THh! B T oft FarET | 12
8. Trefafed § 94 T wifvT : 6+6

(37) <1 YHIU-U 3R SR Tlh

() i wa fadtass gfaygfaar

C-2576/MEC-110 P.T.O.

Downloaded from www.IGNOUBABA.com



10.

11.
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TewIferl Jeem e gwR Sifem iR gfquifa
TAH A § 7 T I e dewifer w9
1 AT 3R W AN W H hiA-¥ fafie =xor 2

g2 12

fodita TeMl & fafaa o1 STed =l el § 2
qd H formm foxia o geem & faog

wfera ==t wifew) 12

sdvE ged fruRor fag@ (APT) =1 wiad

HITSY | 12
XX XXX
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