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INSTRUCTIONS TO CANDIDATES

This paper consists of SEVEN questions.

Answer any FIVE questions in the answer booklet provided.
All guestions carry equal marks.

Candidates should answer the questions in English.

This paper consists of 2 printed pages.

Candidates should check the question paper to ascertain that
both pages are printed as indicated and that no questions are missing.
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1.V (a) Explain five negative effects of high inflation rate in the economy. (10 marks)

(b) Outline fiv 5 reasons that make it necessary to regulate the financial sector in a country.
oL me Sl rSeeh ymbalante s | (10 marks)
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2. (a1 (i) éxplam three factors that determine the percentage of liquidity held by
commercial banks. fr)?l[hm?njﬁkb " (6 marks)
v uadie] (ﬁ"lstﬁ—cﬂj .
(i)  Outline three components of liquid assets.in a commercial bank. (6 marks)
ey
(b) E)gplam four benefits that may accrue to a company from using. debt finance.
y ey plties v PAihéer Eabulis (8 marks)
v m falpcr' a
v |ﬂ(1Pth e }anau & L«r-:j v ‘Tﬂl[nﬁr/cfj & Coptat
3. (a) Devaluation of currency is one of the methods a country may adopt to correct a balance
of payment deficit. Outlme five appropriate conditions necessary for adopting such
method. ( (10 marks)
T\me a
(b) In relation to interest rates:
@ Distinguish between nominal and real interest rates. (2 marks)

(i)  Outline four effects of a high level of real interest rate in a country.
(8 marks)

4, (a) One of the instruments that may be used to control the supply of money in an economy
¢ is monetary policy. Explain five tools that may be used in such policy to increase the
supply of money. g‘ , maket epsabens gy Tafes: (10 marks)
«mﬂiu Rt g
(b) ve li ing index numbers in measuring the value of money.
%‘{, (il talanen v He t’wp valu
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5 -, (@) Explam five benefits of estab sﬁmga%trongjcmmtles e)fchange ml'nri(et in a country.
(10 marks)

(b) O&E}tm five advantﬁcs a country may derive ﬁ om }xsmg a ﬁxcdmhangg_mig_ﬂstcm

i‘?t ) uf TUE prom fen = b | (] 0 marks)
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@ (@ Highlight five effects of changes of a country’s money stock on commercial banks.

(10 marks)

(b) Explain five risk management &:cchmques that corporates may adopt when carrying out
their operations. v’ ‘M"‘ iy ;’Elfhmt » saff sk - (10 marks)
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7. (a) Explain five ways in V\;L.lch financial mter‘mcdla{lon between lenders and ultimate

borrowers may be structured to minimise losses of defaults. (10 marks)
(b) Highlight five challenges that monetary authorities may face in maintaining equilibrium
in the market. (10 marks)
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