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QUESTION NO.1:- Discuss the nature of call money market in India with reference to the duration, borrowers
and security.
Nature of call money market with reference to duration, borrowers and security are discussed below:
Duration: These loans are given for a very short duration, between 1 day to 15 days.
Borrowers: These are mainly interbank loans, among commercial banks from each other. Other borrowers are bill
market, dealers in stock exchange for purpose of dealings in stock exchange, individuals of high financial status
in Mumbai etc for ordinary trade purpose in order to save interest on cash credit and overdrafts.
Security: There are no collateral securities demanded against these loans, i.e., unsecured.
QUESTION NO.2:- Differentiate between yield based auction and price based auction in the securities market
regarding acceptance and cut off points.
Yield based auction: This is generally conducted when the Government issues new security. Investors bid in
yield up to two decimal places, e.g., 8.19% etc. Bids are arranged in ascending order and the cut off yield is
arrived at the yield corresponding to the notified amount of the auction. Since payment is by the Government at
the bid rate as coupon rate, those bids above the cut off are rejected.
Price Based Auction: This is conducted when the Government re-issues securities. Prices are bids that are
collected from the bidders per `100 face value of the securities, e.g., 102, etc. Bids are arranged in descending
order and bidders quoting below the cutoff point are rejected.
QUESTION NO.3:- Identify the type of risk in each of the following (Present only the Roman numeral and
state the risk in your answers without copying the statements given below:
(i)  Frauds committed by employees. (ii)  The fear of the seller of a fall in prices and of the buyer, of rise in prices.
(iii)  Risk of loss arising from the inability of a debtor to pay his loan obligation. (iv) Risk that a borrower of a
housing loan prepays his loan much ahead of his scheduled duration.
(i)  Operational risk. (ii) Market risk or price risk.  (iii) Credit default risk or simply, Credit risk.  (iv) Asset backed
risk or prepayment risk.
QUESTION NO.4:- Fill in the following table - Identify the function of the bank under the appropriate
classification and tick to mention whether it is a banking or a non-banking function:
(You are required to write only columns I, III, IV and V in your answer.)
I II III IV V
SI. No Activity Category of Banking Non-Banking

Function Function Function
(i) Discounting bills of exchange
(ii) Electronic Funds Transfer between accounts of customers
(iii) Periodic payments of electricity bills of customers
(iv) Acceptance of Public Provident Fund Deposits
I II III IV V
SI. No. Activity Category of Banking Non Banking

Function Function Function
(i) Discounting    bills    of exchange Advancing loans Yes
(ii) Electronic funds transfer between accounts Remittance of Funds Yes
(iii) Periodic payments of electricity bills of customers Agency service Yes
(iv) Acceptance of Public Provident Fund Deposits General Utility Service Yes
 QUESTION NO.5:- State any four features of Foreign Currency Convertible Bonds (FCCB).
Features of Foreign Currency Convertible Bonds: (i)   FCCB can be either secured or unsecured. (ii)  FCCB issues
have a call and put option. (iii) Public issue shall be through reputed lead managers and private placement is
subjected to certain conditions.  (iv) It is also possible to issue zero coupon bonds where the holders are generally
interested in converting them into equity.  (v) The yield to maturity is normally between 2 - 7%.  (vi) FCCBs are
normally listed to stock exchanges to increase liquidity.  (vii) FCCB issue related expenses shall not exceed 4% of
issue size for public and 2% for private placement.


