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MONETARY AND FINANCIAL SYSTEM (MAFS)
-Subject Code:| 1 | 0 | 1

Time—3 hours
Full marks—100

Pass marks—45 |
[N.B. The figures in the right margin indicate full marks. Answer any five questions.]
| - Marks
I.  (a) What is inflation? Define demand-pull and cost-push inflation. 2+4=6
(b) How does the central bank use reserve ratio to reduce inflation? 4
(c) What is near money? Give at least two examples. 2+2=4
(d) Suppose, Bangladesh economy has the following forms of money:
(Amount in Billion Taka)
Currency in circulation 2,778
Reserves of DMBs 3,693
Demand deposits 1,946
Time deposits | 15,606
Calculate Monetary Base (M), M, M, and Money Multiplier (m). 6
2.  (a) What factors influence the demand for money in an economy? 4
(b) Explain the three motives for holding money of keynes. 4

(c) As of June 2024, narrow money (M,) constitutes 20% of broad 4+4+4
money (M,), which was reported to be Tk. 4,20,680 crore. If =12
demand deposits make up nearly 50% of M, and you are given

that time deposits account for a certain percentage of broad
money, how would you calculate the currency outside banks?
What are the implications of a large portion of demand deposits
on the overall liquidity in the financial system? Additionally,
explain the role of time deposits in determining the stability of
money supply and its impact on the inflationary pressure.

(a) Briefly explain how banks create money? To what extent a 7+3=

single bank can create money? 10
(b) What will happen to the price of money (interest rate) if money 5
supply decreases (show in graph)?
(c) Suppose that increases in the money supply lead to a rise in 5

stock prices. Does it mean that when you find money supply has
sharply increased in the past week, you should go out and buy
stocks? Why or why not? Logically explain.
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(a) Discuss the interrelationship between the financial system 79
monetary system and payment system.

(b) How does the payment system act as a bridge between the 65
monetary and the financial systems?

(c) What are the distinctive features among BEFTN, NPSB and RTGS? 6

(a) What is Mobile Financial Services (MFS)? What are the broad 3+3
categories of payment services which are allowed in Bangladesh =6
to MFS? _

(b) What kind of challenges may be encountered by the digital banks 2+2
and -its customers in Bangladesh‘7 Suggest some solutions to =
those challenges.

(c) What is SMS banking? What do you mean by push and pull 2+4
messages in SMS banking? =

(d) What are the typical push and pull services a bank may offer 4
under SMS banking?

(a) What do you understand by the gold standard exchange rate  4+2
system? What kind. of exchange rate systems were evolved after =
the abandonment of gold standard?

(b) What is foreign currency reserve? Why do countries keep foreign  2+4
currency reserves? =

(¢) Why FDI inflow in Bangladesh is low and even declining in 4

: recent years? Give opinion.

(d) Remittance is helping to stabilize the foreign exchange reserves 4
and the foreign exchange market in Bangladesh. What roles
could banks play in boosting remittance inflows?

(a) Explain the qualitative credit control measures of a central bank. 6

(b) What do you understand by central bank independence? -3

(c) Studies find that greater central bank independence helps keep 5
inflation low. Do you agree with the statement?

(d) State the responsibilities of MRA as the regulator of microfinance 6
sector in Bangladesh.

(a) What are the key regulatory and supervisory role of Bangladesh 8
Bank in maintaining financial and monitory stability of the

country?

(b) Explain the functions of Insurance Development and Regulatory 8
Authority (IDRA) in the insurance market in Bangladesh.

(c) Differentiate between money market and capital market in terms 4

of their purpose, instruments and participants.
(a) Distinguish between the primary and secondary market. How 8
does each serve the needs of investors and issuers?.

(b) What are the core objectives of Islamic finance and how do they 8
align with Shariah Principles?

(c) How do Islamic scholars ensure compliance with shariah in the 4
development of financial products?
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10. Write short notes (any five): 4x5=20
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(a) Fiat money and Fiduciary money
(b) AAOFI and IFSB
(c) Inclusive finance

 (d) Takaful

(e) Credit Guarantee Scheme
(/) Principal Agent Problem
(2) Repo and Reverse repo
(h) Banceassurance.
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