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Identify tlee tlrree ob.jeotives of moneta;ry policy. ($3 Marks)

trllustrate the effects of, an incnease in the quantiLy of rnoarey on the speculative ciemand
f,crr money, using the diagrarar. {SS &Sarks}

Explain the fcrur fuctors tleat deterr:rine the supply *f n:oney. (S8 iVfiarksi

Why only a fraetion of deposits is k*pt as eash resenze? Briefly, expiain. (Sd h,farks)

{?'otal25 Marks)

1) Define 'Standing Deposit Facility Rate' ,{SDFR}. ({}4 Mar}es)
2) What is rneant by "Banker's Bank"? (S4 Marks)
3) Assume that the Centrai tsarrk pr"archases Rs. tr00 r-l{lion wofth of ttrle government

securities cn tire open market.Tho required reserve ratio is ?O%.What is the amount a
bank can iencl from this CentraX Bank's purchaso of bonds? (SS Marks)

Differentiate befween Fixed Exctrange Rate System anC Flexible Exchange Rate Systern"

{(}S h{arks)
{-jsing graph, briefl3r illustrate the mechanisnrt througir which tfue exchange rate can be
deternined. (fi8 Nf,arks)

iTotal25 Vtrarks)
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a)

ts)

Why is credit creation the rnost intporfant purpose of cornmercial

Will the credit ereation eapacity of comrnerciaLl bari{<s rise on

bank sells securities in the r,ar,ket? Briafl;r ouf!ine.

banks?

{04 $&anks}
fail if the central

(04 Marks)



2\

3)

Briefly explain the working
n-anka.

You are given the following
7-

af any two quantitative n'rethods of credit conkol in Sri
(S4 Marks)

intormation about a portfolio consisting of stocks X, Yi and

Stock Imvestment Expected }tedn:vn

X l0,o{}o 4r $-/{r -/&

V {5,000 12'J/.

V 25,0SS 160/^

Calculate the expected retunn of tire podfciio.

d\

(03lWarks)

a) What is the coupon payrnenf of a bond with a face value of Rs.lA0,A and a3%
coupon (payable annmaliy)? (S2 &{arks}

h) 'What term' is used to rrrention indieate a bond whicla does not pay ao{rporl
payrnent? (S2 Mark)

5) Briefiy discuss tlie relations{aip between rate of interest and inf{ation. (S6 Marks)

(Total25 Nfiarl<s)

Qq. Write fu1lgg on the follor,ving.
l) 'Tnansaction Demand fcr fufonev'"
?) 'X.iquidity Trap'.
3) 'Role of the Central Barak'.
4) 'TyBes cf tlee lvioney Supply'"
5) 'Demand Furll trnflation'.

({}5x0$ = T'otal 25 lVEax"k)


