Financial Institutions and Markets
June 2021 Examination
1. Explain the way Indian Capital Markets is organized. Over the last 3 decades various reforms have taken place to make the capital markets in India more and more structured and scam-free. Explain any five such significant reforms (10 Marks) 

Ans 1.
Introduction

Since the emergence of capital markets, commonly known as the stock markets, in ancient times, people have been engaging in trading shares and capital gains to profit from the markets. To be certain, the British East India Company was the first to allow shares to be bought and sold by the general public. since then, and up to the present, there have been significant alterations in the market landscape the Way the market works, the various asset classes have been developing, the various exchange structures, the various frameworks, and the various frameworks for exchanges Its Half solved only
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2. Describe how the prevailing interest rates in a country affect its exchange rates with the currency of its major trading partner (10 Marks) 

Ans 2.
Introduction
The three metrics viz. Interest rates, inflation, and exchange rates are interrelated. The prevailing interest rate plays a significant role in deciding the exchange rate –In the case of the Interest rate is higher than other countries, it allows investing compared to other countries. If the interest rates are higher, the lenders get a higher return in comparison to other economies. Hence, the investors are more attracted to invest in such a country that offers a higher interest rate, 
3. Explain different types of money market instruments. In each of the below cases, which money market instruments would you recommend and why?

a. A mutual fund manager has INR 450 million of cash, which he needs to park for less than 180 days, where he will move this to equity. 

Ans 3a.

Introduction
Money market instruments are short-term capital-raising methods for investors who want to earn interest. Short term refers to a period less than 12 months. These instruments are debt instruments and are primarily not secured. There are various types of money market 

b. An oil refining company wishes to borrow INR 1500 million for a period of 90 days to fund its settlement of invoices (5 Marks) 
Ans 3b.

Introduction
Money market instruments aids in short-term liquidity to banks, financial institutions, businesses, and governments. They help in financing the trade of local and international companies and meet the liquidity requirements of business owners, which in turn aids to the growth of 

