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SECTION A
20 marks

1 A bank's treasury department consists of a front office, middle office and back

office Descrnbe the responsibilities of the back office (5)

2 Evaluate the rationale for having government set capital standards for banks  (5)
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3 “In South Afnca, Treasury Bills (TBs) are regarded as important money market'
instruments ” Defend this statement by referring to the purpose of TBs, and their

advantages and disadvantages for investors (7)
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4 Cash 1s the most hquid asset However banks keep cash holdings as low as

possible Explain why (3)

SECTION B

20 marks

1 Suppose ASA bank records R4 billion in interest revenues from its toans and R2 6
billion in interest expenses are paid out to attract borrowed funds If ASA holds R40
billion in earning assets, what is its net interest margin (NIM)? Suppose the bank’s
revenues and Interest costs double, while its earning assets Increase by 50 per
cent, what will happen to its NIM? (5)
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2 A bank expects in the week about to begin R30 million in incoming deposits, R20
milhion in deposit withdrawals, R15 mitlion in revenues from the sale of non-deposit
services, R25 million in customer loan repayments, RS million in sales of bank
assets, R45 million in money market borrowings, R60 mullion in acceptable loan
requests, R10 million in repayments of bank borrowings, RS million in cash outflows
to cover other operating expenses, and R10 milion in dividend payments to its

shareholders Calculate this bank's net hquidity position for the week Please show

your calculations (5)
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3a) FRB reports interest-sensitive assets of R870 milion and interest-sensitive
habiliies of R625 million for the coming month  |s the bank asset sensitive or

lability sensitive? (1

3b) Explain the concept Interest Sensitive Ratio (ISR) Calculate the ISR for FRB in
the above example (4)
3c) Evaluate and comment on the following statement, “interest sensitive gap

management does not consider the impact of changing interest rates on the net
worth of the bank” (3)
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4, Explain the concept of “non-price competition” 1n the banking sector (2)

SECTIONC
30 marks
1 Some dealers have been successful in dealing speculatively, but many more have
lost vast sums of money because markets have turned against them or they have
dealt in unauthonsed instruments of which they had limited knowledge and

experience Explain an example of how and when this happened (5)
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2 “Effective treasury management is essential in times of extreme market volatility ”
Explain this statement and refer to three examples of shocks in the international

financial system that complicated treasury operations worldwide (8)
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3 Explain the three critena by which the effectiveness of the international monetary

system can be evaluated Provide three examples of foreign reserve assets

(6)
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4 What are the principal reasons for regulating banks? Explain why you think that
regulation cannot prevent bank failures (6)
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5 Deposits are the lifeblood of banks An important measure of a bank’s acceptance
by the public 1s its ability to attract transaction and savings accounts from
businesses and consumers Explain this statement and provide examples of three

other sources of funds. (5)
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