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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.  A central bank typically:
a) has a monopoly in issuing currency. b) use monetary policy in attempts to stabilize economic growth and/or inflation. c) serves as a "bankers' bank" that provides services to other banks. d) All of the above are correct.
2. The primary reason for the existence of central banks today is to:

a) Help finance wars. b)  Serve as a bank for the government, accepting deposits and providing the government with checkable deposits.   c) Control the money supply.   d) Stabilize the prices of specific commodities.

3. Monetary policy in the countries that are part of the European Monetary Union is controlled by the:

a) European Central Bank. b) central banks of each of the member countries. c) Federal Reserve Board. d) Bank of England.

4. _______ is a component of the liability side of the commercial bank’s balance sheet:

a) Deposits  b)  Loans  c)  Securities  d) All of the given options

5. According to Milton Friedman, Central Banks should set money growth at a _____ rate:                         
a) Increasing rate  b) Decreasing rate  c) Constant rate d) Zero rate

6. Increases in price level will ____________ the purchasing power of money:
a) Increase   b)  Decrease   c)  No change  d)  Balance

7. _________ policy works slowly and almost impossible to implement effectively:
a) Monetary policy  b)  Fiscal policy  c)  Trade policy  d)  Foreign exchange policy

8. If bond’s rating is lower, what will be its price?

a) Higher   b)  Lower   c)   Equal to   d)  No change

9. Liquidity is the risk that is arises as a result of which one of the following consequences?

a) It arises when loan is not repai   d)  It arises because of sudden demands of funds  c) It arises when two sides of the balance sheet do not match up   d) It arises when banks make additional profit by using derivatives

10. Stock market bubbles can lead to:

a) An inefficient allocation of resources  b)  Stock market crashes  c)  Patterns of volatile returns from the stock market   d)   All of the given options

11. In which of the following bonds we may ignore the default risk? 

a)   Privately issued bonds  b) Government issued bonds  c) Bonds issued by Corporate  d) All of the    

      given options

12. The GDP deflator is calculated as___________.

a) Nominal GDP/Real GDP *100 b)  Real GDP/Nominal GDP  c)  Nominal GDP – Real GDP d)  Real GDP – Nominal GDP

13. The theory of efficient markets:
a) Allows for higher than average returns if the investor takes higher than average risk  b) Says insider information makes markets less efficient  c)  Rules out high returns due to chance   d)  Assumes people have equal luck

14. Khushali Bank is:
a) A Finance company  b)  A Securities firm  c) A Government sponsored enterprise  d) An insurance company

15. Other things remaining equal, the liquidity premium theory is based upon the idea that _______.  

a) Investors prefer long-term bonds  b) Investors prefer short-term bonds  c) Investors are indifferent between short-term and long-term bonds  d) Investors prefer intermediate-term bonds

16. Investors will hold higher compensation for the __________ investment.  
a) More risky    b)  Less risky   c) Fixed return  d)  Less dividend

17. Wider the range of outcome wider will be the ___________.

a) Risk  b) Profit  c) Probability  d)  Measuring Risk

18. The euro is the name for:
a) A currency deposited outside its country of origin  b) A bond sold internationally outside of the country in whose currency the bond is denominated  c)  A common European currency d)  A type of sandwich.

19.  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

20. Increases in government purchases will ________ the aggregate demand.
a) Increase     b)  Decrease   c)  No change    d)  Balance

Q2: Define the Bank. Differentiate between Commercial bank and Central Bank in detail. (Marks 13)

Q3: According to Keynes (1936) has stated three motive of cash hold. Discuss? (Marks 13)

Q4: Discuss the differentiation of Islamic perspective of banking and commercial banking? (Marks 13)

Q5: Discuss the role of Central Bank as Controller of Credit? (Marks 13)
Q6: Define letter of credit? What are various parties involved in letter of credit? What is procedure    

        to open a letter of credit? (Marks 13)

Q7: What are the main factors that affect the demand for money?  (Marks 13)
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