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1.     Write your Roll No. on the top immediately on receipt of this question paper.

2.     Attempt any one part from each question.

3.     Parts of the questions to be attempted together.

4.     All questions carry equ`al marks.

I.     ilRlqa imF aa a i3;q{ alq]T fa ijR iani

2.     Hdr il¥Ta ia5th ¥EF rm ffiTffl itPe`

3.      HTj¥ E}enPr amT gtFHTq a ilqTH qRi

4.     enft iTFTHFFT 3fqT tT5Ted ¥i

1.     (a) What is deposit insurance. Explain its relevance. (9)

(b)   What is Basel Norms. Explain the capital reqairement under Basel Ill.  (9)

Or

(a)    Explain what is Asset Liability Mismatch. How does it affect the Bank?
(9)
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(b)   Explain on-balance sheet and off-balance sheet items. (9)

2.     (a) Explain the concept of direct and indirect interconnectedness of banks.  (9)

(b) Explain the reasons for tight regulations of banks. Explain with examples.

(9)

Or

(a)    What do you understand by the term fund based and fee based activities.
Explain.                                                                                                                                 ( 9)

(b)   Explain size, risk and maturity transformation with t.he help of examples.

(9)

3.     (a) What do you understand about asymmetric information? How it affects the
decision making process ?  Explain in the light of insurance industry.    (9)

(b) Explain different type of insurance and their relevance.                                    (9)

OR

(a)    What  is  reinsurance.  What  is  the purpose  of reinsurance.  What  are  the
various methods of reinsurance.                                                                              (9)

(b)   Explain the need of insurance regulatory authority in India. What are the
main objectives of IRDA.                                                                                         (9)

4.     (a) What is captive Insurance. Explain the need for it for India's development.

(9)

(b) Why is Pricing of Life Insurance varies amongst i.ndividuals. What are the
factors that determine insurance premium.                                                          (9)

OR
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(a)  What is Motor Insurance.  Explain the various policy coverages  ,  add on
covers and general exclusions in relation to motor insurance.                     (9)

(b)   What is catastrophe Insurance. What are the various types of catastrophe
insuranc e.                                                                                                                             ( 9 )

5.     (a) Read the following case let and answer the questions that follows-

(18)

There are two health insurance companies, Co. A and Co. 8. Both provide
insurance  to  customer.s.  Due  to  competition  amongst  each  othe`r,  Co. A
introduces a new low-premium health insurance plan that does not require a
detailed medical check-up. Customers only need to self-declare their health
status. Initially, many people join the plan. However, Co. A soon notices that
a large proportion of new customers are those who have pre-existing illnesses,
high medical risks, or a history of frequent hospital visits. Meanwhile, young
and healthy individuals; who rarely fall ill avoid the plan because they think
the premium is too high for their low risk level.

As more high-risk customers join, Co. A's cost of claim rises sharply. To
cover the losses, the company increases premiums for the next year. This
makes even more healthy people drop out, while high-risk customers continue
because they expect to need medical care.  Eventually, the plan becomes
flnanciallyunsustainable.

At the same time, Co. 8 faces a different issue. They conduct medical tests
before issuing policies, so they attract relatively healthier individuals. But
after customers are insured, many start going for unnecessary medical tests,
overstating symptoms, or using expensive hospitals because the insurer is

paying most of the bill. Co. 8 notices that claims are rising even among low-
risk customers, not because they are actually sick, but because they are less
careful about health expenses after being insured.

1.     What asymmetric information problem is co. A likely facing? Explain using
evidence from the case.

2.      What asymmetric information issue seems to be affecting co. B? Identify
the behaviour that indicates this.

3.     How can the problems faced by both companies affect the sustainability of
their insurance plans?
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4.     Suggest two measures each company can adopt to reduce the issues arising
from asymmetric information.

OR

Small Finance Ltd. Is a small financial company that gives long-term loans(
5 to  10 years loans) to customers. To get money for giving these loans, the
company borrows money for only a short time, usually for 6 months or 1

year. Every time this borrowed money finishes its time period, the company
has to pay it back immediately or borrow again. For some months, everything

goes smoothly. But suddenly, the financial market becomes tight, and other
lenders refuse to give Small Finance Ltd. new short-term money. Now, this
company has a big problem:

•       The money it gave  as loans will  comeback only after 5-10 years  (long

time).

•       But the money it borrowed needs to be repaid right now (short time).

Small  Finance  Ltd.  does  not  have  enough  cash  to  repay  its  short-term
borrowings. It starts worrying that it may have to sell its long-term loans at
a low price or default.

1.     Identify the problem that small Finance Ltd. Is facing. What mismatch do

you see between its assets and liabilities.

2.     Why is borrowing for a short time and lending for a long time risky for the
company?

3.     What could happen to small Finance Ltd. if it cannot repay its' short-term
borrowings. on time?

4.     Suggest two ways  Small Finance Ltd.  can avoid such a mismatch in the
future.                                                                                                                                          ( 18)
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(a)    iHqT rfu  (Deposit Insurance)  tFqT a?  EHqfr HFTffiTEffl tFTErTETi                     (9 )

(b)  ha rfe (Basel Noms) tFqT ¥? ha Ill i± 3ife giv 6TTET©di tfi qTRIT
qrml                                                                                                     (9 )

en

(a) qRca-in 3rdgiv (Asset-Liability Mismatch) fflT €? qa as ch ifa
iffl{ Hrfu EF{5T €? tmaTFTi                                                                                  (9 )

(b) 3ifr-RE iir 6it 6ife-RE iir Ta tfr tFTen jrmi                             (9 )

( a) RE fi HHeT (Direct) Sir 3IHEqtT (Indirect) 3fafa (Interconnectedness)
tft  6]ErelT{uTT HFEITFTi                                                                                                                                         (9 )

(b) RE tR S iafin (tight regulations) i} qTRffi th qTen jENiri 3€Ta{uT rfu
HFHffl                                                                                                                                            (9 )

Eill

( a) Tfi± en€THifa (Fund-Based) Sit gas en€TTRa (Fee-Based) TTfaEN ffl fflT aTS
€?  iRETETl                                                                                                                                 (9 )

(b) 3maTI{ (Size), irfu (Risk) 3ir qRqEFqffl 5qfFT (Maturity Transformation)
ch 3ET5{uT rfu HFilTFTi                                                                                                 (9 )

(a) iin qF]T (Asymmetric Information) a 3m fflT wh ¥? qa life-ith
rfu ch tra mTTRI ed €7 rfu ch i± fas ¥ tFTE]TFTi                       (9 )

(b) fiife iTqFT a rfu tFT Gffi HTffiri5IT th tqTen Eife]                              (9 )

en

(a)gil(Reinsurance)fflT¥?givtFT3triFqT¥?givtfriaFEiafanfl
tqTRITiml       ,                                                                                           (9)
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4.

6

(b)  alRa ¥ rfu faiazTFTEFT Hrfrfu iPr  6maiqifitlT HFE[TFTi  ut6TRaT i± Ir 3tr
qi'l¥T'                                                                                                                                 (9 )

(a) fa rfu (Captive Insurance) ifqT €?  qRT t} fitFT i} its EHift 3]TqTqt5aT
HFEITETl                                                                                                                                                                 ( 9 )

(b)rfurfuifiTREiaRIaffifialanedin€?3TedtftEqTenqENir
ch rfu ffi q} ifeflfa ed ¥i                                                      (9 )

en

( a) ha th (Motor Insurance) iFqT a? ha rfu ¥ iaRH TRE wh, ts-air
ed Sir HTma qraDcb`uTi.  (general exclusions) ch tFTErTETi                           (9 )

(b)erlqi=Trfu(Catastrophelnsurance)fflT¥?6TrqETrfuaiaftrHffltithqTen
rml                                                                                   (9 )

(a) ifa i* TIT ch ch qRg 3ft{ ed aTa itr lip Tch iFT 3i]{ ¥i                    (i8)

(b) a tqTFT rfu chiadi S di A 3ir rfu 8 I ffi HT5q# ch rfu HEFT
qTdi ¥i Hffrofi i± tFT{uT ffi I lEFT TqT t5F-irm arm ha taFT wh a, ias
fitFaihaatFanE}3ma¥qE5ilTFaianiHr5EffchfaaFTTHTFTedrfu
-in¥1
95alTa ¥ rf ch S ¥, th ffi A i5IF a ae ¥ iaT TT ffi ¥ 6TRrm
a ch ¥ ian q5a a ffiTRaf ¥, iaia5ten irm 6Tfha € en qTI-qR 3IFTia wh
EFT Effro ¥i tier Sit gqT ch =H TaFT a ¥ T5a ¥ ae 3¥ iFTaT f iaT 3ri
5F rfu ia{ i} st fitin 3TRis €i

3a-RE wh ch fflfha vi a ffi A iFT i=Ti]T qq qF i5rm ¥i =5HFT a
ate i+ to ffi 3TTTa ti fiiin qgT an €I iHa 3ir 6Tfha iqca dr qT5{ a
wh ¥, rfe fu ch S ed ¥ ae 3i% iaia5ten di tl5{a iapi tiR-€iR qa
in 6Trffa RI a 8TRFT di wh €i
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EFa dr ffi 8 ire wh wh i± ffla a Tfflan an a, iife 6dexp iatq
i]T5tF iin a.I  ffi quRE iin i± aiE i]T5tF  3]]Tq¥qEF rfu ed ¥, aenT
qgT-qgTq5{ wh ¥, Th T@ ered tFT wh itch ¥ Fife ed th qffi qgT
ed €1 ffi 8 tca € iaT ch GT ffi S th qg tg ¥ iin rfu EFq a_
ifa iHfir fat RE ffi a aTa a iaTFT ffi a Train a ra a *i

ffiAifaHtfiitiPriinqF]T(asymmetricinformation)flHFRITt5THfflT
5t t& €? fa a TiTTUT fa enEITFTi

ffi B ia5H iltFR fl iin qFiT HFRIT tFT eniT tit ta a? rfu-en qt]gi{ S
rfu a?

ffiqffiE[{ranffliawi3idrfuindifliinriifaqaTTRItF{
wh¥?

.   4.     Hdr ffi a i3Trm giv, ice iin qu]T fl HFRIT iFT fl lan Hi±i

en

rfu HTrfu fan ¥iF ira fail ffi a ch nd. ch arith (5 -io rf ) *uT t@
€i iT al. i± ifr qa ffi 3TFTrfu (6 Tan -  1 rf) 3tlR in €FT en €i qq
qa T3en{ 6rdin iQ a wh a, ch ffi ch giv ch =5FTT It iin qqT Gt]T{ aft qsaT €i

=a i]Ta aE HF 5t5T aaaT ¥, ffi alaTFT iaiin aTen{ ti rfe a tim a 3ft{ alF
aeuiETaT ire ThTEair ire ch lqT 3iqucbmr`il 3tlR in ri 5t aa ¥1

3Ia ffi i} rd ch HqRIT a:

• ftT iTT *uT  5 -io H7a fflE a i=rm  erffi  (ffi  3Trfu) I

• fir iiT 3tlTR ch  6T`ft giv =q5TiT €  (iFT  6Talin) I

ffi i± trm 3THwh T3tm at ii to rfu TEFiT Tfi ¥i ch F a fit ch a]t:fr
a± T¥uT 5T €FT TR awl q§ wh ¥ in t]a qF (default) tit wh €i
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rfu rfu ire fi5H tFTRIT 5T en]T 5{ ta €7 Ewe LiRtl.i4rtlq`i. 3ft{ indi

(assets & liabilities) ¥ rfu-en giv i?

aTFTrfu T3tm fa €\`fchid\| =uT ch ffi ifr iir fiHap Ffi ¥?

qR ffi 6Tqi aTF± T3tm tRT tR Fti gqFT qT@, ch ed HTq iFqT a H5aT
a?

aTRI ¥ gH HqFR a giv ch ffi i± itr a 3qTZT givi (18)
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