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NOTE: 
Q.1 is compulsory, attempt any four questions from the remaining. All questions carry equal marks.  Phones and other Electronic Gadgets are not allowed.

Q1: 
Choose the correct from multiple choices
1. Which of the following tasks is NOT performed by a central bank as part of its role as a "bankers' bank?"
a) providing loans to banks during periods of financial stress   b) managing the payments system
c) controlling stock prices    d) accepting deposits from banks

2. Central banks can serve as a lender of last resort because:
a) They have the ability to create money.
b) they are the only financial institution that is legally allowed to make loans during a financial panic.
c) the interest rates they charge are so high that banks are virtually never willing to borrow from the Fed.
d) banks are more likely to borrow money from their depositors during a financial panic

3. One of the main objectives of a central bank is to:
a) reduce idiosyncratic risk in financial markets  b)  reduce systematic risk in financial markets
c) encourage a low and stable rate of economic growth  d) achieve a high and stable inflation rate


4. Small and medium enterprise (SME) Bank is:

a) Finance company b)  A Securities firm  c) A Government sponsored enterprise d) An insurance company

5. Common stocks (or corporate stocks):
a) Represent an IOU on the part of the issuing firm  b) Entitle the holder to contractual payments

c) Were a poor investment over the period 1982‑1996  d)  Allows the holder to share in the earnings of the firm
6. If a bank has total assets of $100 million and capital accounts of $8 million, then:
a) Its total liabilities are $92 million b) Its total liabilities are $108 million  c)  It has an equity multiplier of 10  d)  None of the above are true

7. ______The transaction in which central bank buys or sells foreign currency reserves is known as:
a)  Foreign exchange intervention b) Open market operation c)  Discount loans d) Reserve requirement

8. Which one of the following is true for financial intermediaries?

a) Channel funds from savers to borrowers  b)  Greatly enhance economic efficiency  c)  Have been an source of many financial innovations   d)   All of the given options
9. Which of the following would be included in a definition of risk?

a) Risk is a not measure of uncertainty  b)  Risk is unavoidable   c)  Risk doesn't have a time horizon 

d)   Risk seldom involves some future payoff

10. You receive a check for $100 two years from today. The discounted present value of this $100 is:

a) $100/(1+i)   b)  $100*(1+i)^2   c)  $100*(1+i)   d)  $100/(1+i)^2
11.  A risk-averse investor will:

a) Always prefer an investment with a lower expected return  b)  Always prefer an investment 11with a certain return to one with the same expected return but any amount of uncertainty  c)  Always require a certain return   

d)  Always focus exclusively on the expected return.

12.  Banks borrow from the central bank this loan is called_________.

a) Discount loan  b) Collateralized loan  c)  Personal loan  d)  Corporate loan

13. The lowest rating for an investment grade bond assigned by Moody's is:  

a) BBB   b)  ABB   c)  Baa  d)  Aaa

14. What will be the result of the difference of real and nominal interest rate? 

a) The cost of borrowing   b)  The effect of inflation   c)  The price of bonds   d)The return of bonds

15. The theory of efficient market states that prices of financial instruments reflect:  

a) All available information  b)  Some of the information  c)  No information  d) Imperfect information

16. The fact that common stockholders are residual claimants means: 

a) The stockholders receive their dividends before any other residuals are paid

b) The stockholders receive the remains after everyone else is paid
c) The stockholders are paid any past due dividends before other claims are paid

d) The common stockholders are responsible for all corporate debts

17. The Financial Systems makes it easier to trade because it:

a) Facilitate Payments   b)  Channels Funds from Savers to Borrowers   c)  Enables Risk Sharing

b) d)   All of the given options

18.  Financial instruments are evolved just as ____________..

a) Currency   b)  Stock   c)  Bond   d)  Commodity

19.  Most of the people among us are ___________..

a) Risk lovers    b)   Risk enhancers    c)  Risk averse   d)  Risk tolerating

20. Which of the following best expresses the payment a lender receives for lending their money for four years?

a) PV(1+i)4  b) PV/(1 + i)4  c) 4PV d) PV/(1 - i)4

Q2: 
State Bank of Pakistan plays many important functions. Elaborate. (Marks 13)

Q3: 
Discuss the merits and demerits of privatization of banks in Pakistan? (Marks 13)

Q4: 
What is bank? Explain different kinds of banks? (Marks 13)

Q5: 
What is commercial banks and write down its function? (Marks 13)

Q6: 
Define money and its significance, functions and importance of money? (Marks 13) 

Q7: 
According to Keynes (1936) has stated three motive of holding cash. Discuss? (Marks 13)

Q8: 
What are the main factors that affect the demand for money? (Marks 13)
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