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This paper consists of 7 pages plus the instructions for completion of a mark reading sheet,
This paper adds up to a total of 70 marks. This mark will be adjustad to a percenlage mark.
fus paoer consists of TWO sections, namely A and B,

Section A is compulsory. it consists of thirty muttiple choice questions that each counis 1 mark. The answers Lo
this seclion must be completed on the mark reading sheet provided.

Section B cansists of four discussion lype quastinns. You must answer ALL FOUR of these questions Each
gquastion counts 10 marks

SECTION A: MULTIPLE CHOICE QUESTIONS

5 sedhan consists of thiny multiple-choice questions that must be filled in on the mark-re

ading sheef that iy

z Which one of the follovang sia
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Jwerlanty anses because of

vinperfect state of ny
ey animperiect state of kn
: unclear objectives.
: uncertain decision-making.

and ashieciives.

owiedge aboul the mzuse\// g&aﬁa 9

‘we do not define risk when we speak about i

foucya
. oeople will have different perceptions of rés%;.\// 7 3’5”
: peopis will not have any undersianding of risk whalsocever.
peogle will tend to avoid tatking about risk,

peopla will understand what risk is and what it involves.

hich one of the following is ot a category of specific business risk?

Sales variab%iiiy/‘

Operaling leveragg~’ . a

b Resource risks > find, frrrnoves
34 Compliance-risksh 'Yn'; v’t W"gw ’

e R

south African enterprises should strive for good corporate governance because,. 77 :;i '
it
. P e
itis impottant in order to atiract both foreign and domestic capital v gt
L there is an increasing demand for investment funds in developed and developing coamm%
8 inveslors' trust in companies has decreased while company ethics are widely criticised .~
v All of the above.

“nedmpact of corporate governance on business areas of the enterprise inciude, inter alia, the following:

: Employing a S5 is effectively d
; Meeting social obligations v ?w [ 4
’ Overall perf Gfma;*:.,z* v g qﬂ’} '

i Altracting lower-cost ca

Choose the correct combination.

of the enterpri
rsf:% shareholder
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1 according to the traditional approach risks are managed u
2 The traditonal approach adopts a L;C‘ffe?ieh nsive

5 The traditional | approach mtpg ates the efforis of o 8!
4 The traditional approach views risk manag ﬂm at as part of
the nEdd for a more integrated and holistic view of

& f‘*’;arge

b Globalization

¢ chhmlogy N /

7 moreased concentration t risk

€ The increased value of f}s& assets

|v‘,§r‘u
Cho osethe correct combination.

NV ISR VIR

-1 abcde
Z abce
i a,bd.e
4 acde

Which one of the following is not a

SWOT analysis "

insurance reviews v~

Personal interviews ‘/ .
“As-if” analysis ’

fisk management is emphas

o derivatives. \/

SHY
pproach to m 8?‘895“}5’1 rISKS.

?C’“’Cf 15
" ki mjdv(e s /{“‘y Tt

risk identification method?

v

Veugﬂ 12.9

Vhich one of the fom.fv 'ng methods can be used to establish potential loss frequency?
Asset value
“Fareto” rule - '

} sxpeciancy
Maxgnum possibie loss

RN N

Winch one of ih
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5 indicale the mcmract statement
1 Futures contracts are traded on a form «5&:ci‘zas3§e,uf N
2, Futures contracts are tailop-mace i awm%ms which tend to be more expensive. A
3 Forward contracts are leéss Yiquid than futures contracts. G W RV NP
4 Forward coniracts entail higher credit risk than futures contracts o e /
; | bl

Arsier questions 19 and 20 by making use of the following information:

Corrany ;3. uses dort-term financing by issuing banker's acceplances The treasurer expecls shori-lerm inierest
rate o fise and wants to hedge the next BA-rollover. Assume the follow ing applies:

Mominal amount =1 000 000
Current date 4 Aprit 7 ¥b
Rollover/settlement date 20Juty ¥}
Spot rate on 20 July 18.5% 9
FRA spot offer rate 18,6% ok

The sasurer wants to hedge the nexi roll-over by buying an FRA at 16 6%

19 Inorder to lock in the discount rate al 18.6%. . . RS B

the bank will have to pay R2 712 (o Company A.
Company A wilt have to pay R2 712 to the bank. P
the bank will have to pay R4 885 to Company AV
Company A will have {3 ] pay 4 B85 to the bank.’ 3\-:

»

20 The cost (discount) of re-issuing the BA will be as foliows
1. 45816
2 R38 219 Q
3 PSS 506
459 o
21 Al onth pa option is wrilten on a commadily al a strike price of PES The option of the premium s
it %é% market price of the commodity al the ime the optisn was writlen was ?‘”3» Thres mothe after

dals
onwas written the market price of the commodity has dropped to :‘328&; o
C g5+08.c B5750
7.

sernation the buyer of the oplion will, |
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it h» correct statement. ’

1. mma fE’GS incory \{srasb the riskiness of ihe business activities into the measurement of the V _ o b
expecled returmn w7

2 “ALrisk” frameworks quantify rsks on the basis of the probability distributions of returns ob bserved
intustorical data, « :

3.

‘3=s§< adjusted performance messures provide a maans of evaluatin ng return, risk and capital tracde-
fis and comparing performance across different unils or aclivities. &

sk pooling approgches indicate how much greater the return would be at sach leve! Qf risk

e

4
h ;Sg tting of clear goals and objeclives is part of which one of the slements of the business risk
Eugement pm 2557 - -

R

Establish the process -~

Assess the business risks

Formulaig the risk management strategies

Design and implement the risk management strategies

VWil one of the following is not a beneflit of ERM?

increased organizational effectiveness \

Br; tier risk reporting - Aol
proved business performance o -

amm from experignce S

Indeate the correct stalement. -
o v

B

T fad

5]
3
w
4
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“wicate the correct sta alemenis

fad ”ﬂ*amff rate
ling below the %mi
, ong p:zjh g a fixee

both borrowers pay less interest than what ¢
215 pays the others

Choose the correct combination.

i a.b.cd
abc
B bod.
4. c.d

30

Wnich one of the following is nol a class of risk management objectives?
Operational objectives e

Fepoding objectives
Strategic objectives -
Campliance objectives

SECTION B: ANSWER ALL FOUR QUESTIONS IN THIS SECTION

Quesiion 1

b
"oy
11 Explain why it is important to distinguish betwesn fundamental and specific risks.™
12 List the five steps/tasks in eslablishing a basis from which to launch an ERM strategy. >«

Cuestion 2

()
ey

(A

pa

[

[ g ab

PEI
Jix,:ist.,s'} € In0ns
ve the

band the other payign, 4

[1x30 = 30]

o
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