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AD477 “BANK MANAGEMENT”  MID-TERM EXAM            11 December 2000
INSTRUCTOR:  BÜLENT ŞENVER

ANSWER ALL QUESTIONS.                                                             GOOD LUCK!
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Q (1) 

The management and audit of Demirbank was transferred to the “Savings Deposit Insurance Fund” (TMSF) on December 06, 2000 as per the Banking Law article 14 paragraph 3.

The “TMSF” fund, by the authority given under the Banking Law article 14 paragraph 5 ab), became the only shareholder of the Bank by compensating the “Accumulated Deficit/Losses” of the Bank in return for its shares.

Considering the “Camel Risks”, “Risk Management” and “Asset and Liability Management” techniques, answer the following questions:

a) What happened in the financial markets which triggered the problems of 

                  “Wednesday Disaster”?   

                  (10 Points)   

b) Why was this Bank negatively affected? How did this market reaction affect the “Asset and Liability” structure of the Bank? What impact this had on the “Balance Sheet”, “Income Statement” and “Contingent Liabilities and Commitments” of the Bank?

(30 Points)

c) Based on the experience lived, prepare a list of “To Do’s and Not To Do’s” to the other Banks in order not to experience a similar problem. In your answer try to concentrate on “Risk Management” and “Asset and Liability Management” concepts.

(30 Points)

Q (2)

The major interest earning assets of a bank is the “Loans Given” by the bank. If loans are not managed properly the bank may face asset quality problem and if this problem continues and reaches to a significant size this may give rise to profitability problem and eventually a liquidity problem.

There are certain principles for the proper management of “Credit Risk”. One of the major concepts of proper “Credit Risk” management is “maintaining an appropriate credit administration, measurement and monitoring process”.

Under this main concept, list and explain the 6 principles of proper management of “Credit Risk”.

(30 Points) 

