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WARNING

1 A candidate who without authonsation takes mnto the examination venue any book, document or object which could assist him in the

examination, and does not hand over such matenal to the inwigilator bafore the official commencem

Infringing the University s examination regulations and will be lable to punishment as determined by Counc

ent of the examinaticn, will be guiity of

2 Rough work may be done only on the examination question paper and must be labelled as such

3 No notes may be made on any part of the body, such as the hands, or on any garment

4 This page/paper 1s the property of the University and under no circumslances may the candidate retain 1t or take it out of the examination
venue

NB  PLEASE COMPLETE THE ATTENDANCE REGISTER ON THE BACK PAGE, TEAR OFF AND HAND TO THE INVIGILATOR
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Use of a non-programmable pocket calculator 1s permissible

Closed book examination

This examination question paper remains the property of the Unrversity of South Africa and may not be
removed from the examination venue

» This paper consists of nine (9) pages In tota! including pages for rough work
on pages 8 and 9
e There are five (5) questions which are all COMPULSORY.

* You need to answer all questions in the spaces provided. Show all
calculations.

» The marks awarded per question should give you an indication of the length of
your answer.
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Question 1

a Which of the following account tems or entries would normally occur on a bank’s
balance sheet and which on a bank's income and expense statement? {10 Marks)
¢ credit card loans
« securities gains or losses
* utility expense
¢ vault cash
» provision for loan losses
s deposits due to bank
s common shares
» depreciation on premises and equipment
* leases of business equipment
* Interest paid on money market deposits

b Identify and explain the essential differences among demand deposits, savings deposits
and time deposits {9 Marks)
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[Total: 19 Marks]

Question 2

Discuss the roles investments play in the management of a depository institution (9 Marks)

[TURN OVER]
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Question 3

If a government bond 1s expected to mature in two years and has a current price of R950,
what 15 the bond's yield to maturty (YTM)? Suppose this bond 1s sold one year after
purchase for a price of R970 What wouid this investor’s holding period yieild (HPY) be?

(14 Marks)

[TURN OVER]
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Question 4

Identity seven forms of nisk and explain how each of them affects mvestments (14 Marks)

[TURN OVER]
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Question 5

Suppose a banker tells you that his bank (in the year just completed) had total interest
expenses on aill borrowings of R12 milhon and noninterest expenses of RS millon, while
interest income from earring assets totalled R16 million and nonmterest revenues totalled
R2 million Suppose further that assets amounted to R480 million, of which earning assets
represented 85 per cent of that total while total interest-bearing habilities amounted to 75 per
cent of totaf assets

I Determine this bank's net interest and noninterest margins {4 Marks)
- Calculate earnings base and earnings spread for the most recent year (4 Marks)
m What individuals or groups are likely to be interested in the level of profitabiity and

exposure to risk? {6 Marks)

[TURN OVER]
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