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AD477 “BANK MANAGEMENT”  MID-TERM EXAM                     14 May 2001
INSTRUCTOR:  BULENT SENVER

ANSWER ALL QUESTIONS.                                                             GOOD LUCK!
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Q(1)

Turkish Banking Law imposes certain limitations on banks related to the loans a bank may give to its customers, shareholders, subsidiaries, related parties and its employees. 

How many different types of loan limitations do you know that exists in the Banking Law? Explain each limitation in detail. 

(30 Marks)    

Q (2)

The Turkish Banking System had two significant crises in four months. One in November 2000 and the other in February 2001.

The crises in November 2001 was a good example of what may go wrong in the banking system if Interest Rate Risk is not properly managed.

The crises lived four months later in February 2001 showed how important the management of Foreign Exchange Risk is.

Improper management of both of the above risks resulted in significant losses in the Turkish Banking System. The Share Holders Equity of many banks detoriated.

a) Explain in detail what happened in the economy and the banking system, which created the November 2000 problem. Explain the above mismanagement of Interest Rate Risk, which resulted in net interest losses.                                             

           (35 Marks)

b) Explain in detail what happened in February 2001 and what problem it          created. Explain the banks asset and liability management situation in February 2001. What type of Foreign Exchange Risk Management strategy created significant losses for the banks?                                                                       

           (35 Marks) 

