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Question 1 [15]

(a) The Tshwane Bank has incoming deposits of R2 500, revenues from non-deposit services
of R200, customer loan repayments of R1 200, the sale of assets of R500 and borrowings
from the money market of R3 000

At the same time, they had deposit withdrawals of R1 800, acceptable loan requests of
R1 400, repayments of borrowings for the bank of R800 and other operating expenses of
R400 Calculate the net iquidity position of this bank (6)

(b) The Tshwane Bank currently has net interest margin (NIM) of 3% [(R63 million — R42
million/ R700 million = 3%] If revenues and expenses double while earning assets
increase by 100%, calculate the new NIM (3)
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(c) Explain the ultimate goal of treasury management and prowide four examples of the
activities that are part of treasury management (6)
Question 2 [10]
(a) Define and explain the concept financial derivative (3)

(b} Define a Credit Default Swop (CDS) and provide the reason why a Treasury Manager
will use such an instrument (3)

()  What are the sources of credit risks for banks? (4}

(a)
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(b)

Question 3 [20]

(a) Explain the trade-offs banks face when they consider holding high-yield securities (6)
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(b) Banks offer a wide vanety of business loans Explain why banks try to seek a balance
between short-term and long-term loans in their loan portfollo What are the advantages and
disadvantages of offering short-term loans versus long-term loans? (6)

(c) A treasury bill currently sells for R9 845, has a face value of R10 000 and has 46 days
to matunty Calculate the bank discount rate on this securnty (3)

TURN OVER
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(d) In each of the scenanos below, state whether the Rand exchange rate Is likely to
appreciate or depreciate Fill in your choice in the space provided 4)
A Inflation increases
B Unemployment decreases
C Money supply increases far above target ranges
D The balance of payments worsens

(e) When all nsk measures fails, what 1s the ulimate defense agamnst nskin banking? (1)

Question 4 [10]

Descrnbe the principal reasons why banks are normally subject to strict regulation and
provide the five (5) fundamental objectives of bank regulation (10)
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Question 5 [6]

The effectiveness of the international monetary system can be evaluated in terms of its capacity
to meet three essential cntena, one of which 1s the hquidity in the system

(a) Explamn the concept of lquidity in the internaticnal financial market 2)
{b} Describe the balance of payments of a country (3)
{¢c) Name two assets that are normally included in the foreign reserve assets of a country (1)

(a)

(b)
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Question 6 [4]

Consider the following example of a bond

{a)
(b)
{c)

Principal R1 000 000
Coupon rate 10% annually
Coupon payment date 30 September
Issue date 1 October 2008
Maturity date 30 September 2016

Calcutate the annual income on the bond
Calculate the running yield if the bond 1s bought at R1 080 000
Calcuiate the Yield to Maturity (YTM)

(d  How does the YTM differ from the running yield?
(@)
(b)
(c)
{d)
L
Question 7 [5]

How can the yield curve help a treasury manager choose which securities to acquire or

sell?
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End of examination paper
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