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SCHOOL OF PROFE,SSIONAL STUDIBS

I}ACHELOIT OF' I}USINIiSS ADryTINISTRATION

UNIT CODE: BAF 302, UNIT NAMTI: iIINANCIAL TNSTITUTIONS AND

MARI(ETS

September - December 2018/2019 End Semester Exam - Time: 2 Hours

Instructions; Answer Question ONE (Compulsory) and any other TWO

questions.

Question l.

TOPMAX Ltd is leading financial consultanc\, compan) in l(ent'a and it has been in existence

fbr over ten years. Being a lead consultant with I oPMAX Lrtl. 1,ou have been invited to address

a da\ u'orkshop of senior investors in the cor.rirrn. Yotrr licy address should centre on'Our

Financial markets, oLlr economic grorvth gatewir\''.

a. Briefly discuss at least tbur various tlpes of financial ntarkets and what they trade in

which you rvill include in your presentariun {B marks}

b. ln your address, clearly bring the mrrin difl'ei'ences between monetary and fiscal

policies. {8 marks}

c. Bring out in 1'our presentation the main challenges to financial markets and how to

rnitigatethem. { 8marks}

d. Discuss the firnctions of a capital marlict lLrthoritl,. { 6 marks}

Question 2.

On the issues of flr-rancial institutiorr, one 01'the segrnents is t"ron- banking institutions.

a. Briefly discuss whai is meant by non- barrking institutions and give some examples in

I(enyansetting. { 6marks}

b. Clearly cliscuss various roles ol'non-baLil'ing institutions in Kenya {9 marks}
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Question 3.

Commercial banks are probably the single most major players in any financial markets. As

such their roles in the flnancial market cannot be gainsaid.

a. Brief-ly discuss the lirnctions of'corrmercial banks in Kenya. {7 marks}

b. A part fi'om the banking and non - barrking institutions, clearly discuss at list four other

classes of f-rnancial markets. { 8 marks}

Question 4.

Mr. Jones is a potential investor and has exprcssed a desire to purchase stocks listed in Nairobi

SecLrrities exchange. l{e has set aside Kes. -1.5N,I to invest and he is willto invest in either XM

ltd or in TX Ltd. These to\\ cornpanies are Iisted in ditferent markets segments in the NSE,.

You are also given the follorving infonnation:

Stocks Price per share (Kes) on - 2nil Jan. 2018

4.50

Price per share (Kes) on - 3Oth June, 201 8

XM 6.85

TX 15. i0 21.50

Required

a. If Mr. Jones invested allthe amount available on one stock, where is he likely to make

highest gain and holv mucl-r more compared to the other stock? { 6 marks}

b. As an investment consirltant. vvhat do \()Lr consi(ler rvhen deciding on the stocks to

investin. {5marks}

c. Clearly discuss at least two rriarket segments in NSE giving examples of some stocks

listed in those segments. { 4 marks}

Question 5.

Finarrcial institLrtions aud especialll commerciril iranks have specific firnctions to the economy

different fiom central bank. Similarlv, commerrrial banks are reqLrired to have prudent debt

policies.

a. Clearly compare and contrast the firnctions of commercial banhs and central bank.

{6 marks}

b. Brieflv disorss why it is irnportant 1br corrrilercitil banks to have prudent debt policies.

{4 marks}

c. Discuss the future trends for f'inancial institutions {5 marks}
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