
AS-76.1

NI.B.A. (Semester-lII) llxamination

INDIAN FINANCIAI, SYSTI,M

PaDer-MBA/3101/l

Time : Three Hoursl fMarimr-rm lvltuks : 70

Note:-(l) Allempt ALL questions.

(2) Figurcs to the right indicate marks.

SECTTON-A

1. (a) DiscrLss LIrc cvolution and composirion ofthe foreign exchange market in India with a hrief
description on thc participating playcrs thcrcin. l.l

OR

(b) Discrlss the similarities and distinctions bcnvccn thc capital markct and moncy market. Also
cxplain thc dcltcts of lndiar Money ]Iarket. 1.1

SECTION-B
2. (a) Explain brielly the structure oflndian Financial System. -l

(b) As an Investment Advisot what Latules would you suggcst to be inclLded in thc invcstmcnt
br.rnch ololient ? Explain these l'eatures briefly. 'l

OR

(c) Dctlnc the linancial systcm and discuss the imporkrt iunctiorls performed by it. 7

(d) 'Bank deposits are, oflate, losing invcstor's chann'. I)o you agree ? lfso, give thc rcasons.

Also cxplain thc changing composition ofhousehold savings a:rd inlrstment. 7

l. (a) Who are rhe participants ofOTCEI Markcr'l Explain. 7

(b) "Wift a vielv to regulatE the capital market and 10 curh unfair practices on stock exchanges.

SI1BI Nas estahlished." Explain thc rolc and firnctions ofSElll in the context ofabo\e
statcmcnl. 7

OR
(c) txplain the rolc ofNSE in the development ol lndian Econom)'. 7

(d) There are many pcopie who invest in stock markct tbr long term or shon tenn. Bul majorit)
of invcstors don'1 know about the stock malket operations. Do you thinl,i that it is necessary

ibr invcslors to kno\! how does stock market u,ork ?.Iustify. 7
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SECTION_C
4. (a) Discuss the differe[t r-v-pes ofTreasury Bills and the major agcncies in the Scconda4 Markel

(b) Explain horv invcstor's preferedce for commercial paper change cluring a recession. IIow
should this rcaction atl'cct the difference betrveen commercial papcr rates and T-bills ratcs

during recessionary periods'/ 7

OR
(c) What is'certificate ofdeposits' ? What are its features ? Explain. 7

(d) 'lntroduction of 182-day treasury bill market ridens the shon term money market and
provides more outlets tbr temporary surplus funds.' Comment. 7

SECTION-D
5. In February 2004, RBI unveiled the draft guidelines for ownership and governance olprivatc

sector banks in lndia. A number ofreactions $'ere r€ceived Aom the ildustry in response to the

draft. A leading industry chamber, FICCI, opposed the RBI proposal for limiting o*ncrship in
such banks by a single entity to or y l0%. Acmrding to the chamber, the limit will create a capital
shortage and discourage consolidation among banks. In a letter to RBI rhe Secretary Gcneral of
FICCI pointed out that the guidelines will discourage FDI, FII and p vate equity investmenrs in
Private Bank. fhe chamber expresscd the opinion that the presence of strong and rvell-capitalized

investors would reduce the exposure ofthe sector to systematic risk. It also said that disfiessed
bark might be severely affectcd since such banks might not bc able to raise c-npital for recapitalization.
In summary, the response ofFICCI said that the draft policy could "Well arrest the momentum
ofpositive change to the detriment ofthe banking sector". Private banks and equity funds also
expressed reservations about the guidelines. Ho*ever, thc guidelines uere finalized by the RBI
after a year ofthe issue ofthe draft guidelines with little change.

The finalized guidelioes for ownership and govemance ofprivate banks issued on Februarl'28.
2005 state lhat "banks ar€ 'speciai' as they not only acccpt and deploy large arnount ofuncoilateralized
public funds in frduciary capacity, but they also leYerage such fl:nds tluough credit creation". As
a result, an important objective ofthe guidelines is to ensure that shareholding in banks is well
dive$ified. Thus, lhe RBI, will ensure that no single entity or group ofrelated entities has shareholding

or conhol, directly or indirectlli in any bank in excess of l07o ofthc paid-up capital ofthc privatc
sector bank. As per existing policy (applicablc to all banks) the guidelines provide large industrial
houses to acquire, by \4?y of strategic investment, sharcs not exceeding l07o of the paid-up
capital ofthe banl subject to RBI's prior approval.

(a) Commerlt on the concems raised by the FICCI about RBI'5 Policl'. Do you think it will bc
difficult for private banks to find investors in vierv ofthe RBI guidelines ? 7

(t) Do you agree that banks are special ? Why or why not ? 1
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