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JOMO KENYATTA UNIVERSITY OF AGRICULTURE AND TECHNOLOGY

UNIVERSITY EXAMINATIONS 2016/2017

SECOND YEAR FIRST SEMESTER AND SECOND YEAR SECOND SEMESTER EXAMINATION FOR THE DIPLOMA IN ACCOUNTING AND FINANCE
DAF 0208: FINANCIAL INSTITUTIONS & MARKETS
DATE:  APRIL, 2017
                              


        TIME: 1 ½  HOURS   
INSTRUCTIONS: 
 ANSWER QUESTION ONE (COMPULSORY) AND ANY

 
 OTHER TWO QUESTIONS

QUESTION ONE: 20 MARKS 
a.
Cite five (5) currencies that make up most of the worldwide currency trading.








(2.5 marks)

b.
Suppose that, today the TSHS is quoted in European terms at 0.00044 against the US$.  What would be the rate of the TSH against US$ in American terms? (give 2 decimals)




(2.5 marks)

c.
Suppose the direct quote for the pound sterling in New York is 2.2220-30.












(10 marks)


i.
What is the direct quote for the US Dollar in London?


ii.
Compute the percentage bid-ask spread in New York.

d.
You are given the following exchange rates:-


SF in Zurich: 1.6000  SF/1 $


£ in NY      :  1.9810 $/1 £

As a banker in London, you would like to quote a £ cross-rate for the SF (i.e  £/1SF).


Show your workings.






(5 marks)

QUESTION TWO 20 MARKS
a.
Much of the world financial crisis of 2008-2009 had roots in financial markets and institutions.  Explain.




(5 marks)
b.
The bond market-also called the debt market of credit market is a financial market in which the participant  are provided with the insurance and trading of debt securities.  The bond market primarily includes government issued securities and corporate debt securities, 

· Facilitating the transferring of capital from savers 

· The issuers or organizations requiring capital for government projects, business expansions and ongoing operations.

Required:

Briefly explain the following terms:-


i.
Eurobonds.







(2.5 marks)


ii.
Foreign bonds.






(2.5 marks)


iii.
Euro currency.






(5 marks)

c.
Mention and briefly explain five (5) types of financial markets.
(5 marks)
QUESTION THREE:



a.
Mention and briefly explain five (5) types of money market instruments.










(5 marks)
b.
In financial economics, a financial institution acts as an agent that provides financial services for its clients.  Financial institutions generally fall under financial regulation from a government authority.

Required:-

i.
Mention four (4) types of financial institutions.

(5 marks)

ii.
Mention and briefly explain five (5) types of banks.
(5 marks)

c.
What is money?  Mention and explain types of money.

(5 marks)

QUESTION FOUR: 

Identify the best answer out of the following multiple choice:-

i.
In primary markets, first time issued shares to be public traded in stock markets in considered as:-





(2 marks) 

a.
Traded offering


b.
Public markets


c.
Issuance offering


d.
Initial public offering

ii.
Transaction cost of trading of financial instruments is centralized market is classified as:-







(2 marks)





a.
Flexible costs

b.
Low transaction costs

c.
High transaction costs

d.
Constant costs

iii.
Stock or shares that are sold to investors without transacting through 
financial institutions are classified as:-




(2 marks)
a.
Direct transfer

b.
Indirect transfer

c.
Global transfer

d.
Pension transfer

iv.
Which item below is not one of the five parts of the Financial System?












(2 marks)

a.
Money
b.
Central banks

c.
Financial markets

d.
Financial institutions

e.
Credit cards

v.
Which of the following is not likely to be a goal for a Central Bank?

(2 marks)
a.
Encouraging the use of paper currency instead of chequing deposits.

b.
Maintaining low inflation rate.

c.
Encouraging economic growth

d.
Maintaining a stable financial system.

vi.
The statement “risk requires compensation” implies:-

(2 marks)
a.
People only accept risk when they absolutely have to.

b.
People will only accept risk when they are regarded for doing so.

c.
People do not take risk.

d.
People will not pay to avoid risk.

vii.
Financial instruments are:-





(2 marks)
a.
Used to transfer resources from savers to investors.

b.
Used to transfer risk

c.
Sold in financial markets

d.
All of the answers are correct.

e.
None of the answers are correct

viii.
Which of the following enjoys limited liability?


(2 marks)
a.
A general partnership

b.
A corporation.

c.
A sole proprietorship

d.
None of the above

ix.
Money market mutual funds:-





(2 marks)
a.
 Enable individuals and small business to invest indirectly in money-market instruments

b.
Are available only to high net-worth individuals.
c.
Are involved in acquiring and placing mortgages.

d.
Are also known as financial companies.

x.
The  purpose of financial market is to:-



(2 marks)

a.
Increase the price of common stocks.

b.
Lower the yield on bonds

c.
Allocate savings efficiently

d.
Control inflation.
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