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INSTITUTE OF BANKERS IN MALAWI

CERTIFICATE IN BANKING EXAMINATION
SUBJECT: INTRODUCTION TO BANKING (IOBM-C104)
Date: Sunday, 9th November 2008

Time Allocated: 3 hours (13.30 pm – 16.30 pm)

INSTRUCTIONS TO CANDIDATES
1 
This paper consists of TWO Sections, A and B.

2 
Section A consists of 4 questions, each question carries 15 marks.

Answer ALL questions.

3 
Section B consists of 3 questions, each question carries 20 marks. Answer ANY TWO questions.
4
You will be allowed 10 minutes to go through the paper before the start of the examination, when you may write on this paper but not in the answer book.

5
Begin each answer on a new page.
6
DO NOT open this question paper until instructed to do so.

SECTION A 

(60 Marks)
Answer ALL questions from this section.
QUESTION 1
(a) 
List two markets classified on the basis of maturity of instruments and explain the activities that take place in these markets

     (6 marks)
(b)
List two markets classified on the basis of capital and explain the activities that take place in these markets


     

     (6 marks)

(c)
List three examples of financial intermediary institutions.
     (3 marks)
(Total 15 Marks)
QUESTION 2
Imagine you are the Governor of a Central Bank. The country recently had General Elections and the elected President had a landslide victory. The President strongly believes that the electorate deserves a very big thank you and plans to hold whistle stop tours through out the country where among other things, the President will give hefty cash handouts. You are aware that the activity that has been planned will involve large sums of money which the Central Bank does not even currently have.  You notify the President of this fact but the President wonders why this should be such a bother when more money can just be printed to satisfy his demand.

Prepare notes that will help you advise the President why it is not prudent to just print lots and lots of money as requested.
(Total 15 Marks)
QUESTION 3
(i) Mention two money laundering activities. 


      (2marks)
(ii)
How do banks help to combat Money Laundering?
                 (5marks)

(iii)
In what way does the Government provide an enabling environment for banks to effectively deal with Money Laundering?                        (3 marks)
(iv)
What is the objective of the Code of Banking Practice and mention examples of the areas that the Code covers?


      (5 marks)
(Total 15 Marks)
QUESTION 4

(a)
Mr. Phiri walks into your banking hall with an intention to open an account.  He then approaches you at the Customer Services Desk with MK1,000,000 as an initial deposit.  Despite having the cash, the customer explains that he does not have identification documents that may be used for opening the account.  The customer argues that he does not want to keep the money because he believes the bank is the only place where he can safely keep the money.


How would you deal with the situation?                                        (5 marks)
(b)
List five features of a REPO.


                          (5 marks)
(c) 
Mention two functions of a bank. 




     (2 marks)
(d)
What is the major role banks play as financial intermediaries?






       



       (1 mark)

(e)
Under what two circumstances is a bank permitted to disclose affairs of its customer?






                (2 marks)
(Total 15 Marks)
SECTION B

(40 Marks)

Answer ANY TWO questions from this section.
QUESTION 5

(a)
Your grandfather who is a wealthy man and a very successful businessman has just been approached by a Customer Consultant of one of the leading banks who during the meeting introduced e-banking.  Your grandfather is not too keen on computers especially having heard that there are computer hackers out there who can access peoples’ accounts.
Convince your grandfather about this service with reference to precautions that banks have put in place to ensure authenticity of instructions and security of funds.






      (5 marks)
(b)
Mention four factors that have influenced changes in the pattern of service delivery in modern banking.
                                      (4 marks)
(c)
With reference to transactions that bank customers undertake, demonstrate how a lot of time would be saved by such customers if they took advantage of innovations in modern banking.

      (9 marks)
(d)
Mention two disadvantages of the ancient forms of money.
      (2 marks)
(Total 20 Marks)
QUESTION 6

(a)
Mention three advantages of the following accounts:

(1) Fixed Deposits

(2) Foreign Currency Denominated Account                            (6 marks)
(b)
Where do commercial banks get the money they lend to customers?  Mention four sources.                                                                  (4 marks)
(c)
List four effects of shortage of foreign currency and briefly explain each one of them.






             (8 marks)
(Total 20 Marks)
QUESTION 7

(a)
Define Monetary Policy.          

                                      (2 marks)
(b)
Mention three monetary policy instruments the Central Bank uses to control money supply and explain how each of the monetary policy instrument   mentioned   is used to control money supply. 
   (18 marks)

(Total 20 Marks)
QUESTION 8
(a)
One of the disadvantages of a savings account is that it is not easy to use like a current account. However, innovations in modern banking are making this statement redundant.  Explain.


      (6 marks)
(b)
What three main objectives does monetary policy set out to achieve?

      (3 marks)
(c )
What is money demand?





        (1 mark)
(d)
Why do people hold money?




      (9 marks)
(e)
Mention one category of money supply.



        (1 mark)
(Total 20 Marks)
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