      AD-477 BANK MANAGEMENT FINAL EXAMINATION 03 January 2001

ANSWER ALL QUESTIONS. TIME ALLOWED 2 ½ HOURS GOOD LUCK!
Instructor  : Bülent Şenver         bsenver@superonline.com
http://hamlin.cc.boun.edu.tr/~senverb
Q (1)  (35 Marks)

“Interest Rate Risk” (IRR), is an important risk for banks in developing countries  where the inflation rate, local currency interest rate and the foreign currency develuation rates fluctuate significantly within short periods  of time. If IRR is not managed and monitored properly the Net Interest Income (NII)  may decrease to result in a major net loss.

List the different types  of IRR that you know and explain briefly each IRR.

Q (2)  (20 Marks)

“Liquidity Risk” can  be administered by establishing a proper “A/L Maturity Analysis System”. ALCO should meet at least once a week  to review the “A/L Maturity Analysis”.  If there is  a major negative or positive “A/L Maturity Mismatch”, management should take the necessary actions to bring this mismatch to acceptable levels.

List in the order of priority the actions that can be taken by ALCO to  manage a major “Negative Maturity Mismatch” for the 0-7 days period..

Q (3)  (45 Marks, 3 points  each)

Explain briefly the following banking concepts:

1. Time Risk

2. Call Risk

3. 5 C’s

4. Disintermediation

5. Break Even Ratio

6. Free Funds Ratio

7. 4 P’s

8. Cook’s Ratio

9. Sovereign Risk

10. Contingent Liabilities & Commitments

11. Off Shore Banking

12. Reserve Deposits at Central Bank

13. Short F/X Position

14. REPO

15. Banking Law Maximum Loan Limit

