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Assignment Set 1

1. Examine the structure and major components of the Indian financial system and trace its evolution over time.
(5+5 = 10 Marks)
Ans 1.(a)
Structure of the Indian Financial System
The financial system in India is a link between those who want to save money and those who want to borrow money, such as households, businesses and governments. The banking system, an insurance policy, or investment in stock shares comes under this broad system. It 
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2. Illustrate the role of commercial banks in promoting economic development.
(10 Marks)
Ans 2.
Mobilisation and Use of Savings
Commercial banks facilitate the growth of the economy through making payments, lending and accepting deposits. They link those who need funds for productive purposes with those who have savings to invest. This relationship is important because a household could want to access their savings in a safe way, and a business could want to finance their purchase of 

3. Assess the major determinants of money supply and examine the role of monetary policy in regulating money supply in an economy.
(5+5 = 10 Marks)
Ans 3.(a)
Determinants of Money Supply
The money supply is related to the monetary base, bank behaviour, and the public's money holding behaviour. The monetary base consists of currency in the hands of the public and banks' reserves. It is affected by the operations of the central bank, but its state also depends 

Assignment Set 2

4. Discuss the objectives and types of monetary policy. Examine the major quantitative and qualitative instruments used by the central bank to regulate money and credit in the economy.
(5+5 = 10 Marks)
Ans 4.(a)
Objectives and Types of Monetary Policy
Monetary policy is the central bank's policy on interest rates, liquidity and credit conditions. It is designed to promote a stable economy in which households and businesses can make decisions with a degree of confidence. Price stability is key as high and ongoing inflation 

5. Evaluate the recommendations and significance of the Narasimham Committee in transforming the banking sector in India.
(10 Marks)
Ans 5.
Need for Banking Reforms
The Narasimham Committees looked into the possibility of making Indian banking more efficient and financially healthy. The first reported in 1991 and the second in 1998. Their work mattered because banks were supposed to serve an evolving economy while struggling with a lack of profitability, insufficient capital, and loans of uncertain quality with 

6. Critically examine Fisher’s Transaction Approach to the Quantity Theory of Money. Discuss the equation of exchange, its assumptions, major implications, and criticisms.
(5+5 = 10 Marks)
Ans 6.(a)
Fisher's Transaction Approach
Irving Fisher's Transaction Approach is useful in understanding the relationship between money and the general price level, which is represented by the equation of exchange, MV = PT. Here, M is the amount of money, V is the velocity of money, P is the average of the 
