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MA Economics 

Financial Economics 
 

Code:                  Total Credits: 03  

Semester: IV                    Teaching Hours: 48  

Course Objective:  

The objective of the course is to introduce students on various issues on financial 

economics like financial institutions, markets, instruments and role of financial system in 

an economy as a whole. It will also provide knowledge on theories of financial system, 

interest rate, risk and return, risk management, and relationship between finance and 

economic growth. Besides, students will be familiarized with the theories of financial 

crisis, financial sector reforms and its stability.  

Unit 1: Introduction to Financial System            6 hrs.  

• Financial Institutions;  

• Financial Market: Money and Capital Market, Primary and Secondary Market, 

Derivative Market, and Foreign Exchange Market; 

• Financial Instruments (Assets): Deposits, Bonds, Share, Derivative Instruments; 

• Role of Financial System.  

 

Unit 2: Theories of Financial System             6 hrs.  

• Time Value of Money: Present and Future Value (Lump sum amount, Annuity and 

Perpetuity, Discount Rate (factor), Net Present Value (NPV);  

• Leverage Ratio, Efficient Market Hypothesis, Modigliani-Miller Theorem. 

  

Unit 3: Term Structure of Interest Rate and Theories         4 hrs.  

• Concept, Yield Curves and their Slopes;  

• Theories: The Expectation Theory, the Liquidity Premium Theory and Market 

Segmentation Theory.  

 

Unit 4: Decision under Uncertainty             4 hrs.  

• Expected Utility, Measuring and Interpreting Risk;  

• Risk and Investment Decision.  

Unit 5: Asset Pricing                 5 hrs.  

• Risk and Return; Risk Premium; Mean Variance Frontier;  

• CAPM and its Extension; Markowitz Efficient Frontier; Arbitrage Pricing Theory. 
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Unit 6: Risk for Financial Institutions and their Management      5 hrs.  

• Types of Risk: Market Risk (Interest Rate Risk and Exchange Rate Risk), Credit 

Risk, Liquidity risk, and Operational Risk;  

• Management of these Risks.  

Unit 7: Finance and Economic Growth: Theory and Evidence      5 hrs.  

• Nexus between Financial Sector and Economic Growth  

• Bank Based vs. Market Based Finance  

• Access to Finance and Financial Inclusion  

 

Unit 8: Financial Crises: Theory, Evidence and Remedies       6 hrs.  

• Theories: First, Second and Third Generation; Minsky’s Financial Instability 

Hypothesis;   

• Financial crisis 2007/08; Remedies for Financial Crisis.  

 

Unit 9: Financial System in Nepal              7 hrs.  

• Financial Liberalization  

• Financial Sector Reforms in Nepal (2002-2011);  

• Mergers of Financial Institutions;  

• Current Financial System in Nepal: Institutions, Markets, and Instruments;  

Structure of Stock Market in Nepal  
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MA Economics 

Public Economics-II  
          

Code:                            Total Credits: 03  

Semester: IV                                Teaching Hours: 48 

         

Course Objective:  

This course is designed with a view to provide advanced theories of Public Economics and related 

policies. Upon completion of this course, the students will develop confidence towards building a 

comprehensive understanding of the dynamics of Government Finance.  

Unit 1: Budget  

• Concept of budget cycle and operation of the budgetary process  

• Reforms in budgeting: programme budgeting, performance budgeting, zero based 

budgeting, planning-programming-budgeting system (PPBS), gender responsive budget 

(GRB)  

• Performance based in public expenditure management  

 

Unit 2: Deficit Financing and Foreign Aid  

• Role of deficit financing for resource mobilization  

• Methods of deficit financing  

• Implications of foreign aid in deficit financing  

• Conditional and unconditional grant  

 

Unit 3: Fiscal Federalism  

• Concept of fiscal federalism and decentralization  

• Revenue assignment  

• Expenditure assignment  

• Inter-governmental fiscal transfer  

• Fiscal institutions  

 

Unit 4: Public Debt  

• Role of Public Debt in Economic Development  

• Loan and Taxes  

• Compensatory Aspect of Debt Policy  

• Intergeneration Equity and Shifting of burden to Prosperity: The Concept of Pigou, Bowen-

Davis-Koff Hypothesis, the Concept of Modigliani and Musgrave  

• The Concept of Debt Trap and its Consequences  

• Effects of Public Debt and Management of Public Debt  

 



  

 

Unit 5: Black Economy and Corruption  

• Concept, Classification, Causes and Consequences of Black Economy and Corruption  

• Measurement of Black Economy  

• The Concept of Money Laundering  

• Remedies for Curbing Black Economy and Corruption  
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MA Economics 

Nepalese Economy 
 Code:                            Total Credits: 03  

Semester: IV                               Teaching Hours: 48   

           

Course Objectives:  

The prime objective of this course is to provide an in-depth analytical knowledge about the various 

facets of Nepalese economy with macroeconomic indicators and international comparison to 

students aspiring for the Degree of MA in Economics at Tribhuvan University.  

Unit 1: Introduction                       4 hrs.  

• Review of current economic status employing latest macro-economic indicators and 

international comparison especially with reference to SAARC.  

Unit 2: Sectoral Development               11 hrs.  

• Status, Problems and Prospects:   

- Agriculture Sector;  

- Water Resources and Hydropower;  

- Infrastructure especially Roads;  

- Manufacturing Sector;  

- Foreign Trade and existing Nepal-India Trade Treaty;  

- Foreign Direct Investment (FDI);  

- Tourism Sector; and  

- Human Resources, Foreign Employment and Remittances.  

• Current Policies and Acts:  

- National Agriculture Policy;   

- Industrial Policy;  

- Foreign Employment and Remittance Policy;  

- Industrial Act; and  

- Foreign Investment and Technology Transfer Act.  

 

Unit 3: Fiscal Situation, Monetary Policy, Financial Institutions and Financial Sector  

         Reform                  11 hrs.  

• Structure of the Current Budget;  

• Recent Trends in Taxation, Expenditure, Foreign Aid, and Public Debt and Major Fiscal 

Issues;  

• Review of Current Monetary Policy devised by Nepal Rastra Bank (NRB);  

• Appraisal of the Performance of Financial Institutions especially with reference to 

commercial Banks; and  

• Status of Financial Sector Reforms.  

  



  

 

Unit 4: Economic Planning and Development, Employment and Labor Market and  

  Poverty Alleviation                10 hrs.  

• Analysis of the Objectives, Policies, Priorities, Strategies and Resource Allocation of the 

current Plan;  

• Status of Employment and Labor Market Situations;  

• Status of Foreign Employment;  

• Efforts towards Poverty Alleviation with reference to MDGs; and  

• Poverty Alleviation Fund.  

 

Unit 5: Regional and International Cooperation         7 hrs.  

• Overview of the status and activities undertaken by SAFTA, BIMST-EC, WTO with 

special reference to Nepal;  

• Review of the current status of Economic Cooperation provided by the major donor 

countries including India, China and Japan, and Multi-lateral Agencies to Nepal especially 

the World Bank (WB), International Monetary Fund (IMF), and the Asian Development 

Bank (ADB).  

 

Unit 6: Status of Public Enterprises in Nepal          5 hrs.  

• Status of public enterprises and scope of Public Private Partnership in Nepal.  
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MA Economics 

Mathematical Economics 

 Code:                            Total Credits: 03  

Semester: IV                                Teaching Hours: 48    

 

Course Objective:  

The objective of the course is to educate the students with the use of mathematical tools in 

economic analysis and to make them understand and interpret the result.  

Unit 1: Theory of Consumer Behavior             8 hrs.  

• Utility Maximization;  

• Consumer’s Demand Function (Ordinary Demand Function, Compensated Demand 

Function);  

• Choice of Utility Index;  

• Substitution and Income Effect (The Slutsky Equation);  

• Envelope Theorem;  

• Roy’s Identity;  

• Shepherd’s Lemma; Duality and Alternative Slutsky Equation.  

 

Unit 2: Introduction to Real Analysis             6 hrs.  

• Real Numbers: Sets, Axioms, Absolute Value Boundedness, Completeness of R;  

• Neighborhoods and Limiting Points;  

• Sequences: Monotone Sequences, Subsequences; 

• Infinite Series: Convergent and Divergent.  

 

Unit 3: Theory of Production               4 hrs.  

• Cobb-Douglas (C-D) Production Function;  

• CES (Constant Elasticity of Substitution) Production Function;  

• Relationship between C-D Production Function and CES Production Function.  

 

Unit 4: Simultaneous Difference and Differential Equation System     5 hrs.  

• Linear Simultaneous Difference and Differential Equation System;  

• Dynamic Input-Output Model.  

Unit 5: Economic Application of Difference and Differential Equation   14 hrs.  

• A Market Model with Inventory;  

• Adaptive Expectation and Market Stability (Nerlove’s) Model;  

• Harrod-Domar Growth Models;  

• Solow Growth Model;  

• A Market Model with Price Expectations;  



  

 

• Samuelson’s Multiplier Accelerator Interaction Model;  

• Hick’s Multiplier Accelerator Interaction Model;  

• Inflation and Unemployment Model;  

• Kalecki’s Model (Earlier and Dynamic Optimization).  

 

Unit 6: Optimum Control Theory             6 hrs.  

• Nature of Optimum Control;  

• Pontryagin’s Maximum Principle;  

• Alternative Terminal Condition;  

• Economic Applications: Life-time Utility Maximization and Exhaustible Resource.  

 

Unit 7: Introduction to SAM and CGE Models          5 hrs.  
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Energy Economics 



  

 

 



  

 

  

 

 



  

 
 



  

 

  

 



  

 

 



  

 

  



  

 



  

 

  



  

 



  

 

  

 


