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Q(1) 

“Shareholders’ Equity” is also called as “Shareholders’ Investment” or in short “Capital”. Capital Adequacy is an important concern for Bank Managers. 

Explain the 4 basic purposes of “Capital”  (20 Marks)
Q(2)

Liquidity management in the Banking industry is the key to continue a bank’s operations. Without adequate liquidity a bank may not  fulfill its obligations when they become due.

Explain in full detail the 3 different types of Liquidity Risks. (30 Marks)

Q(3)

Interest Rate Sensitivity Management is important because the cahanges in the market interest rates may either result in a net increase or net decrease in Net Interest Income of a Bank.

Among many other reports and ratios, ALCO also reviews the “Interest Rate Sensitivity Gap Ratio” to manage properly the IRS Gap. 

Interest Rate Sensitivity Gap Ratio:

1. How is it calculated?

2. What does it show to bank management?

3. What type of IRS Gap Ratio Strategy should ALCO adopt if rates are expected to increase? If rates are expected to decrease?  
    (15 Marks)

Q(4)

A Bank with no profit is like a human body with no blood. 

Expalin why a Bank needs profit? (15 Marks)
Q(5)

Total assets 31.12.2001 TL 20000, Total Interest Earning Assets 31.12.2001 TL 5000, Total Interest Earning Assets 31.12.2000 TL 15000, Interest Expense for 2001 TL 8000, Non-Interest Income for 2001 TL 3000, Non-Interest Expense for 2001 TL 6000,

1. How is the “Break Even Ratio” for a Bank calculated?

2. If the BER for a Bank is 50%, what does it mean to management?

3. Using the above information calculate the Break Even Ratio for this sample bank. (20 Marks)
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