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UI{IT CODE/NAME: BAF 301: FINANCIAL INSTITUTIONS AND

MARKETS
September- December 2019/2020 End Semester Exam - Time: 2 Hours

Instructions: Answer Question ONE (Compulsory) and any other TWO questions.

QUESTION ONE
As a seasoned filancial advisor rvith a leading financial firm in Kenya you have been invited for

a day workshop. The key address is on 'Our financial institutions; our Economic gatervav'.

a) Briefly discuss rvhat a financialmarl<et is. (2 Marks)

b) In your presentation, briefly bring out at least four various types of financial marl<ets and

rvhat they trade in. (8 Marks )
c) In your address, clearly bring the main differences between monetary and fiscal policies.

(8 Marks)

d) Bring out in your presentation the main challenges tc financial markets and horv to

mitigate thern. (8 Marks)

e) Discuss the fr-rnctions of a capital nTarket authority. (4 Marks)

QUBSTTON TWO
Financial institutions concept goes on to include thenon- banking institutions.

a) Briefly discuss rvhat is meant by non- banking institutions and give some examples in

Kenyan financial market context (4 N{arl<s)

b) Clearly discuss various roles of non-banking institutions in Kenya (6 Marirs)

c) In your opinion, do non- banking institutions contribute viably to economic gror.vth in

Kenya? Take a position and discuss why or why not. (5 N{arlu;)

QUESTION THREE
Commercial banks are probably the single rnost major players in any financiai markets. As such

their roles in the financial market cannot be rvished away.

a. Briefly cliscuss at least three functions of commercial banks in l(enya. (6 N{arl<s)

b. It is expected that finanoial institutions have to operate on a perfect market.

i. Discuss sorne of the features of a perfect market. (4 Marl<s)

ii. In your opinion, discuss horv practical it is to have a perfect market. (5 Marl's

QUESTION FOUR
Mrs" Rosewood is a potential inr,estor and has expressed her desire to pttrchase stocks listed in

Nairobi Securities Exchange and has approached you for advice.She has set aside Kes.6.5N4 to
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invest and she is ri illing to invest in either XM Itd or in TX Ltd or even in proportions. These

t\\'ocompanies are listed in different markets segments in the NSE and the following information

is also avaiiecl.

Stocks Price per share (Kes) on -

2"d Jan,2019

Price per share (Kes) on -

3Oth June, 2019

xlI 4.50 6.85

TX 15.10 21.50

ReqLrired:

a) If trlrs. Reds,ood invested all the amount available on one stock, rvhere is she likely to

make highest gain and horv much more compared to the other stock? (6 Marks)

b) As an inr,estment consultant, rvhat do you consider rvhen advising on the stocks Mrs.

Roseu'ood should invest in (4 Marks)

c) \\'hat is a market segment in NSE? Clearly discuss at least trvo market segments in NSE

giving examples of some stocks listed in those segments. (5 Marks)

QUESTION FIVE
A sound economy is guided by good fiscal and monetary policies. In this made possible by

having good and functioning financial institutions.

a) Clearly compare and contrast the fisca1 and monetary policies (4 Marl<s)

b) Brieflydiscussthetu,oty.'pesoffiscalpoliciesandhorvtheyaflectthecountry'seconomy
(6 Marks)

c) in your opinion is it important for commercial banks to have prudent debt policies.

(5 Marks)
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