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CS INTERMEDIATE LEVEL 
 

FINANCIAL MARKETS AND SPECIALISED INSTITUTIONS 
 

WEDNESDAY: 4 December 2024. Afternoon Paper. Time Allowed: 3 hours. 
 
Answer ALL questions. Marks allocated to each question are shown at the end of the question. Do NOT write 
anything on this paper. 
 
QUESTION ONE 
(a) Explain the following types of securities traded in organised markets: 

 
(i) Equities. (2 marks)  

 
(ii) Government bills.  (2 marks) 

 
(iii) Corporate bonds.  (2 marks)  

 
(iv) Currency securities.  (2 marks) 

 
(b) In relation to raising capital in the securities markets: 

 
(i) Explain the term “underwriting”.   (2 marks)  
 
(ii) List FOUR sections of a prospectus. (4 marks)  
 
(iii) Examine SIX ways of determining whether an investment is aligned with the investment goals and 

risk tolerance of a potential investor. (6 marks) 
   (Total: 20 marks) 
 
QUESTION TWO 
(a) With respect to Central Depository System (CDS):  

 
(i) Outline TWO roles played by the Central Depository System (CDS) of your country. (2 marks) 

 
(ii) Highlight FOUR ways in which central depository agents contribute to the efficiency of securities 

market. (4 marks) 
 
(b) Mwananchi Group, a custodian bank has been entrusted with holding the assets of several institutional 

investors, including pension funds and mutual funds. Recent reports indicate that the custodian has been 
experiencing operational issues and delays in processing transactions. 
 
Required: 
(i) Explain THREE distinctions between a “fund manager” and a “custodian” in the financial services 

industry. (6 marks)  
 

(ii) Discuss FOUR strategies for enhancing operational efficiency.         (8 marks) 
   (Total: 20 marks) 
 
QUESTION THREE 
(a) State TWO functions of financial intermediaries in an emerging economy.                (2 marks)  

 
(b) Highlight THREE roles played by a private equity fund manager.                                        (3 marks)  
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(c) The current financial institutions and markets are quite distinct from those of the past as financial systems 
continue to transform themselves. 

 
In reference to the above statement, state FIVE forces that are reshaping the current financial systems.                                                                                                                                             
  (5 marks)  
 

(d) Identify SIX steps involved in forming mortgage-backed securities.             (6 marks)  
                                      
(e) Outline FOUR ways that a firm may use to raise capital in the securities market.       (4 marks)  
                                                                                                                                                 (Total: 20 marks) 
 
QUESTION FOUR 
(a) Explain THREE challenges associated with cross-border listing.  (6 marks)  
 
(b) Evaluate FOUR techniques that a financial market may adopt to deal with bank runs.                        (8 marks)  
 
(c) Summarise SIX mandates of Sacco Society Regulatory Authority (SASRA) or equivalent body in your 

country.       (6 marks)  
                                                                                                                                                                 (Total: 20 marks) 
 
QUESTION FIVE  
(a) Examine THREE factors that might cause the price of a bond quoted at a securities exchange to fluctuate.                      

  (6 marks)  
 
(b) Highlight FOUR types of incentives that may be provided by Capital Market Authority (CMA) or an 

equivalent body in your country to attract potential investors.                                                              (4 marks)  
 
(c) Discuss THREE factors that affect underwriting spreads for a new issue of shares.  (6 marks)  
 
(d) Outline FOUR steps involved in the dematerialisation of shares.          (4 marks)  
                                                                                                                                                                (Total: 20 marks) 

........................................................................................................................... 
 

 
             

 
 
 
  

 



 CS24 Page 1 
 Out of 2 
                                                                   

 
 

CS INTERMEDIATE LEVEL 
 

FINANCIAL MARKETS AND SPECIALISED INSTITUTIONS 
 

WEDNESDAY: 21 August 2024. Afternoon Paper. Time Allowed: 3 hours. 
 
Answer ALL questions. Marks allocated to each question are shown at the end of the question. Do NOT write 
anything on this paper. 
 
QUESTION ONE 
(a) Financial markets are diverse ecosystems with specific segments. Analyse THREE classifications of these 

markets.   (6 marks)  
 

(b) Highlight FOUR functions of a deposit insurance corporation in your country.                               (4 marks)  
 

(c) Describe THREE records that must be maintained by the securities exchange. (6 marks)  
 

(d) Outline FOUR restrictions related to the trade of eligible securities in your country.  (4 marks)  
                                                                                                                                                             (Total: 20 marks) 
 
QUESTION TWO 
(a) Explain THREE objectives of regulators of the international financial markets.                   (6 marks) 

   
(b) The Central Depository and Settlement Corporation (CDSC) is responsible for setting up a guarantee fund to 

maintain financial integrity in the securities market.    
  

 With reference to the above statement, highlight FOUR sources of financing for the guarantee fund.        (4 marks) 
 
(c) Analyse THREE reasons for delisting a security from the securities exchange.                           (6 marks)  

 
(d) Outline FOUR principles for credit rating agencies as stipulated by the International Organisation of Securities 

Commissions (IOSCO).  (4 marks)  
  (Total: 20 marks) 
 

QUESTION THREE 
(a) State SIX requirements that must be met so that the Retirement Benefits Authority (RBA) could consider an 

application for registration as a pension scheme in your country.                                                         (6 marks)  
      

(b) A Real Estate Investment Trust (REIT) is a regulated collective investment vehicle that enables persons to 
contribute money’s worth as consideration.  
 
Highlight FIVE benefits of this vehicle.  (5 marks)       

 
(c) Preference shares, also known as preferred shares, are a class of shares issued by a company that combine features 

of both equity and debt.  Identify FIVE features of these shares.  (5 marks)  
 

(d) Summarise FOUR functions of investment banks in your country.  (4 marks)  
  (Total: 20 marks) 
 

QUESTION FOUR 
(a) The history of bank runs dates back to the early days of modern banking and they have played a significant role in 

several financial crises throughout history.  
 
Describe FIVE causes of bank runs.  (10 marks)  
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(b) Summarise FIVE functions of the board of Non-Governmental Organisations (NGOs) in your country.     (5 marks)  
 

(c) Highlight FIVE functions of the capital markets fraud investigation unit.                         (5 marks)  
  (Total: 20 marks) 
 

QUESTION FIVE 
(a) In relation to primary markets, explain the importance of each of the following: 

 
(i) Originating house.  (2 marks) 

 
(ii)  Prospectus.  (2 marks) 

 
(iii)  Syndicate.  (2 marks)  

 
(b) Explain THREE types of derivative contracts.                            (6 marks)  
 
(c) Your country is currently experiencing unstable inflation rates and the economic policy makers are concerned that 

the currency does not reflect the existing economic fundamentals. 
 
In reference to the above statement, discuss FOUR courses of action that the Central Bank could undertake in 
order to address the above situation.  (8 marks) 

  (Total: 20 marks) 
........................................................................................................................... 
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CS INTERMEDIATE LEVEL 

FINANCIAL MARKETS AND SPECIALISED INSTITUTIONS 

WEDNESDAY: 24 April 2024. Afternoon Paper. Time Allowed: 3 hours. 

Answer ALL questions. Marks allocated to each question are shown at the end of the question. Do NOT write 
anything on this paper. 

QUESTION ONE 
(a) With respect to players within the financial services industry in your country:

(i) Highlight FOUR roles of insurance companies in the well-functioning of the financial services industry.
(4 marks) 

(ii) Distinguish between “investment banks” and “custodian banks”.  (4 marks) 

(b) Summarise FOUR elements of an information memorandum as used in raising capital in the securities market.
(4 marks) 

(c) Analyse FOUR benefits of Automated Trading Systems (ATSs) in securities exchange market.  (8 marks) 
(Total: 20 marks) 

QUESTION TWO 
(a) With reference to Central Depository System (CDS) in your country:

(i) Distinguish between “immobilisation” and “dematerialisation” of securities.      (4 marks) 

(ii) Highlight FOUR benefits of immobilisation and dematerialisation of securities.  (4 marks) 

(b) Explain THREE reasons for restriction of trade in an eligible securities exchange. (6 marks) 

(c) The International Organisation of Securities Commissions (IOSCO) principles for enforcement of securities
regulation Principle 9 states that “The regulator should have comprehensive enforcement powers and the ability to
share information and cooperate with domestic and foreign counterparts in the enforcement of securities laws and
regulations.”

Required:
In relation to the above requirement, explain THREE components of Principle 9. (6 marks) 

(Total: 20 marks) 

QUESTION THREE 
(a) Outline FIVE actions taken by financial institutions to identify and prevent illegal activities as part of their effort

against money laundering and the prevention of terrorism financing. (5 marks)

(b) In relation to the restructuring and transformation of financial systems, explain the following concepts:

(i) Financial liberalisation. (2 marks) 

(ii) Financial stratification.  (2 marks) 

(iii) Financial rationalisation.  (2 marks) 

(c) With respect to the legal, regulatory and governance systems in specialised institutions in your country:

(i) Outline THREE sources of regulation of co-operative societies. (3 marks) 

(ii) Evaluate SIX principles designed to promote the interests and well-being of members of co-operative
societies.   (6 marks)

(Total: 20 marks)
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QUESTION FOUR 
(a) Summarise THREE characteristics for each of the specified securities traded in organised markets: 

 

(i) Corporate bonds.   (3 marks) 
 

(ii) Currencies.   (3 marks) 
 

(iii) Commodities.  (3 marks) 
 

(b) With reference to the Central Depository System (CDS) in your country: 
 
(i) Outline SEVEN requirements for an application to operate as a central depository agent. (7 marks)  

 
(ii) Highlight FOUR interventions that an agent may deploy to ensure business continuity and disaster 

recovery.  (4 marks)  
   (Total: 20 marks) 
 
QUESTION FIVE 
(a) Differentiate between “floating” and “fixed charge” in securities transaction.  (6 marks)  
 
(b) Greentech Limited is considering listing at the Nairobi Securities Exchange later in the year: 

 
(i) Identify THREE regulatory challenges that the company may face in its Initial Public Offering (IPO) 

process.         (3 marks) 
 

(ii) State THREE ways in which the company can address the regulatory challenges identified in (b) (i) above.   
  (3 marks) 

 
(c) Enumerate FOUR conditions that must be met for security to be considered a private offer rather than a public 

offer in your country.   (4 marks)  
 

(d) Evaluate FOUR functions of the Retirement Benefits Authority (RBA) or its equivalent in your country.             
   (4 marks)  

   (Total: 20 marks) 
........................................................................................................................... 
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CS INTERMEDIATE LEVEL 
 

FINANCIAL MARKETS AND SPECIALISED INSTITUTIONS  
 
WEDNESDAY: 6 December 2023. Afternoon Paper. Time Allowed: 3 hours. 
 
Answer ALL questions. Marks allocated to each question are shown at the end of the question. Do NOT write 
anything on this paper. 
 
QUESTION ONE 
(a) According to Llewellyn (1999), there are two main generic types of financial regulations and supervision.  

 
In reference to the above author, explain the TWO types of financial regulations and supervision. (4 marks) 
 

(b) Identify FOUR investment alternatives available to investors in the financial markets.              (4 marks) 
 
(c) Evaluate THREE attributes of a well-constructed security market index.               (6 marks) 

 
(d) Summarise SIX benefits of cross-listing shares.   (6 marks) 
  (Total: 20 marks) 
 
QUESTION TWO  
(a) Explain FOUR functions of a Central Depository Agent. (4 marks) 
 
(b) Insider information means information relating to particular securities or to a particular issuer of securities that 

has not been made public and if it were made public, is likely to have a material effect on the price of the 
securities.  
 
In relation to the above statement, identify FOUR types of insider information. (4 marks) 

 
(c) Examine THREE objectives of establishing the Central Depository and Settlement Corporation (CDSC) in 

relation to securities markets in your country. (6 marks)  
 
(d) Highlight SIX reasons that could lead to the suspension of a corporate trustee in a retirement benefits 

administration. (6 marks)  
  (Total: 20 marks)  
    

QUESTION THREE 
(a) Highlight FOUR functions performed by the Assets Recovery Agency or equivalent body in your country. 

  (4 marks) 
 
(b) Analyse FOUR factors that have contributed to the changing structure of securities markets in the recent past. 

                (4 marks) 
 
(c) Explain SIX methods that could be used for determining the prices of shares for companies undertaking an 

Initial Public Offering (IPO). (6 marks) 
 
(d) State SIX functions undertaken by custodian banks.            (6 marks) 

 (Total: 20 marks)  
 

QUESTION FOUR      
(a) Summarise FOUR factors that would motivate a non-listed company to go public.              (4 marks) 
 
(b) Describe FOUR requirements for licensing a stockbroker in your country.     (4 marks) 
 
(c) Outline SIX duties that are undertaken by the Financial Reporting Centre (FRC).    (6 marks) 
 
(d) Explain THREE consequences to a financial institution for failure to comply with regulations. (6 marks) 
                                                                                                                                    (Total: 20 marks) 
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QUESTION FIVE                                                                                                                                    
(a) Distinguish between “market risk” and “settlement risk” as used in the foreign exchange market.    (2 marks) 
 
(b) In Kenya, the registration of religious institutions is governed by the Societies Act (Cap 108) and falls under the 

jurisdiction of the Office of the Attorney General.  
 
Analyse FOUR requirements for registration of a religious institution.  (4 marks) 

 
(c) Describe THREE reasons that could lead to the voluntary suspension of securities in a securities exchange.    

  (6 marks) 
 
(d) Evaluate FOUR emerging challenges facing financial regulatory agenda in your country. (8 marks) 

 (Total: 20 marks) 
........................................................................................................................... 
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CS INTERMEDIATE LEVEL 
 

FINANCIAL MARKETS AND SPECIALISED INSTITUTIONS  
 
WEDNESDAY: 23 August 2023. Afternoon Paper. Time Allowed: 3 hours 
 
Answer ALL questions. Marks allocated to each question are shown at the end of the question. Do NOT write 
anything on this paper. 
 
QUESTION ONE 
(a) Highlight FOUR limitations of raising capital in the Securities Exchange. (4 marks)  

 
(b) In terms of the financial system, in an increasingly technological and digital world, handling physical 

documents may hamper the functioning of securities trading and broking. The move to dematerialisation is in 
line with the global move of all systems to go online and transact via smart devices.  

 
With reference to the above statement: 

 
(i) Explain the term “De-materialisation” of securities.  (2 marks) 
 

(ii) Summarise SIX benefits of a dematerialised account to an investor.  (6 marks) 
 

(c) Capital markets have continued to support access to resources for business development.  
 

Discuss FOUR challenges that may hinder the development of an effective Capital market in your country.                       
  (8 marks)  

  (Total: 20 marks) 
 
QUESTION TWO  
(a) The term “frontier markets” was coined in 1992 by Farida Khambata.  

 
Outline FIVE characteristics of these markets. (5 marks) 

            
(b) (i) Describe the term “insider trading” as used in the securities exchange.  (2 marks) 
 

(ii)  Outline THREE effects of insider trading.  (3 marks)                                                                                                                                
 

(iii) Explain TWO categories of insider trading.  (2 marks)       
 

(c) Explain FOUR roles of Unclaimed Financial Assets Authority (UFAA). (8 marks) 
  (Total: 20 marks)  
    

QUESTION THREE 
(a) Identify THREE roles of regulatory sandbox in financial service.  (3 marks)  

 
(b) Companies that are expanding operations may use internally generated or external funding from the capital 

markets.  
 
Outline FOUR benefits that would accrue to companies from listing in the securities exchange.  (4 marks) 

 
(c) Summarise FIVE functions of money markets in the development of financial systems of your country.                               

  (5 marks) 
 

(d) Explain FOUR hypothesis of Initial Public Offering (IPO) in the securities market of your country.    (8 marks) 
 (Total: 20 marks)  
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QUESTION FOUR      
(a) Most jurisdictions have implemented Central Depository Systems (CDS) to transact and transfer shares 

between parties. Identify FOUR challenges that may affect the effective implementation of CDS in your 
jurisdiction.  (4 marks) 

 
(b) Explain THREE benefits of holding shares in the Direct Registration system (DRS) in the securities exchange 

market. (6 marks)     
                                                                                                                          
(c) The Securities Exchange in many countries has experienced low rate of listing of companies over time. Analyse 

FIVE factors that could have contributed to the low rate of listing.  (10 marks) 
                                                                                                                                    (Total: 20 marks) 
 
QUESTION FIVE                                                                                                                                    
(a) Yefwe Self Help Group intends to register a Deposit Taking Sacco. Explain FIVE good governance practices 

that it must adhere to for it to be compliant with SACCO Society Regulatory Authority (SASRA) regulations.
 (10 marks) 

 
(b) The International Organisation of Securities Commissions(IOSCO) is an association of organisations that 

regulate the world's securities and futures markets.  
 

With reference to the above statement: 
 

(i) Highlight TWO objectives of the IOSCO Principles of Self-Regulation.  (2 marks) 
 

(ii) Analyse FOUR risks faced by depository institutions when generating spread income. (8 marks) 
 (Total: 20 marks) 

........................................................................................................................... 
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CS INTERMEDIATE LEVEL 
 

FINANCIAL MARKETS AND SPECIALISED INSTITUTIONS  
 
WEDNESDAY: 7 December 2022. Afternoon Paper. Time Allowed: 3 hours. 
 
Answer ALL questions.  Marks allocated to each question are shown at the end of the question. Do NOT write 
anything on this paper. 
 
QUESTION ONE 
(a) Explain FIVE roles of financial markets in a developing country.  (5 marks)  

(b) Highlight FIVE distinctions between money markets and capital markets.  (5 marks) 

(c) Assess the roles of FIVE financial regulators in the financial eco-system of your country.  (10 marks) 
  (Total: 20 marks) 
 

QUESTION TWO 
The securities market provides a platform to link lenders, borrowers and productive sectors of the economy. In the 
context of financial markets: 
  
(a) Highlight FIVE characteristics of a securities market.  (5 marks) 

 
(b) Explain FIVE instruments for raising capital in the securities market.  (5 marks) 

 
(c) Examine FIVE functions of a securities market.  (10 marks) 

 (Total: 20 marks) 
 
QUESTION THREE 
(a) Outline FIVE strategies of minimising insider trading.                     (5 marks)  
 
(b) Describe FIVE advantages of automated trading systems (ATS) in financial markets.   (5 marks) 

 
(c) Assess FIVE players that drive the development of the capital markets in your country.  (10 marks) 

 (Total: 20 marks) 
 

QUESTION FOUR 
(a) Financial markets and other specialised institutions play a prominent role in many economies. Governments 

around the globe have therefore deemed it necessary to regulate certain aspects of these markets and institutions.  
 

With reference to the above statement, explain FIVE forms of government regulations on financial markets and 
specialised institutions in your country.                                           (5 marks) 
 

(b) Explain FIVE functions undertaken by investment banks which are distinct from those of securities brokerage 
firms in the securities market.  (5 marks) 

 
(c) Describe FIVE duties imposed by law on the trustees of a pension scheme.         (10 marks) 

 (Total: 20 marks) 
 

QUESTION FIVE 
(a) Identify FIVE methods that could be adopted by a country to deal with money laundering.  (5 marks) 

(b) Explain FIVE arguments in support of offshore banking.  (5 marks) 

(c) Examine FIVE functions of the Central Depository and Settlement Corporation (CDSC) or a similar institution 
in your country. (10 marks) 
 (Total: 20 marks) 

........................................................................................................................... 
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CS INTERMEDIATE LEVEL 
 

FINANCIAL MARKETS AND SPECIALISED INSTITUTIONS  
 
WEDNESDAY: 26 April 2023. Afternoon Paper. Time Allowed: 3 hours. 
 
Answer ALL questions.  Marks allocated to each question are shown at the end of the question. Do NOT write 
anything on this paper. 
 
QUESTION ONE 
(a) Explain THREE challenges associated with cross-border listing.  (6 marks) 

 
(b) Highlight SIX risks faced by depository institutions in your country.  (6 marks) 

 
(c) Financial markets play a prominent role in many economies. Governments around the world have therefore 

deemed it necessary to regulate certain aspects of these markets. 
 
 With reference to the above statement, explain FOUR forms of government regulations on financial markets 

and other specialised institutions in your country. (8 marks) 
                                                                                                               (Total: 20 marks) 
 
QUESTION TWO 
(a) Distinguish between “financial engineering’’ and “financial innovations” as used in financial markets and 

institutions.                                                                                                           (4 marks) 

(b) Outline FOUR functions of financial intermediaries in an emerging economy.               (4 marks) 

(c) Explain THREE ways of promoting public confidence in a financial system. (6 marks) 

(d) Summarise SIX functions of insurance brokers in your country. (6 marks) 
                                                                                                               (Total: 20 marks) 
 

QUESTION THREE 
(a) Describe the remedies that Central Depository and Settlement Corporation (CDSC) or its equivalent can take in 

the event of a breach of duty by a participant in the securities market. (6 marks) 

(b) Explain THREE types of derivative contracts.               (6 marks) 

(c) Explain FOUR reasons why investors prefer the futures market as opposed to cash market trading vehicles.     
  (8 marks) 
                                                            (Total: 20 marks) 
QUESTION FOUR 
(a) The Retirement Benefits Authority (RBA) requires Pension Scheme Trustees to attend the Trustee Development 

Programme.  

(i)  Explain the benefit of this requirement. (2 marks) 
 
(ii) Outline FOUR obligations of Trustees as covered in the RBA Act.  (4 marks) 

(b) Preference shares are often used by companies to raise capital without diluting the ownership or control of 
existing shareholders.  
 
With reference to the above statement, analyse THREE features of these shares. (6 marks) 
 

 
(c) Evaluate FOUR drawbacks of credit rating agencies or equivalent bodies in your country.  (8 marks) 

                             (Total: 20 marks) 
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QUESTION FIVE 
(a) Simana Investments Ltd. is a Public Company and is considering increasing its shares listed in the securities 

exchange. Cyrus Kamau, a shareholder has received information that the Company is considering issuing either 
a bonus issue or a rights issue.  
 
Explain to him TWO advantages and TWO disadvantages of bonus and rights issue. (4 marks) 

(b) Describe FOUR functions of Central Depository Guarantee Fund (CDGF) or its equivalent in your country. 
   (4 marks) 

(c) Identify FOUR ways a firm could use to raise capital in the securities market.                      (4 marks) 

(d) Summarise FOUR characteristics of a well-functioning financial system.                              (4 marks) 

(e) Post-listing requirements are the obligations that a company must meet after it has successfully listed its shares 
on a securities exchange.  

Identify FOUR of these requirements. (4 marks)                                                                                             
                             (Total: 20 marks) 

........................................................................................................................... 
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CS INTERMEDIATE LEVEL 

FINANCIAL MARKETS AND SPECIALISED INSTITUTIONS 

WEDNESDAY: 3 August 2022. Afternoon paper. Time Allowed: 3 hours. 

Answer ALL questions.  Marks allocated to each question are shown at the end of the question. Do NOT write 
anything on this paper. 

QUESTION ONE 
(a) Discuss three attributes of a well constructed security market index. (6 marks) 

(b) Summarise eight benefits of Credit Reference Bureaus (CRBs) to an economy. (8 marks) 

(c) Differentiate between:

(i) Electronic communication networks and electronic crossing networks as used in financial markets and
institutions. (2 marks) 

(ii) Eurobond and junk bond. (2 marks) 

(iii) Sell-side analyst and buy side analyst. (2 marks) 
(Total: 20 marks) 

QUESTION TWO 
(a) Explain four functions of The Asset Recovery Agency or a similar body in your country in the fight against

financial crime. (4 marks)

(b) In relation to underwriting of new securities, explain the importance of the following:

(i) Originating house. (2 marks) 

(ii) Prospectus. (2 marks) 

(iii) Syndicate. (2 marks) 

(c) Discuss five methods that could be used to determine the price of an initial public offering (IPO). (10 marks) 
(Total: 20 marks) 

QUESTION THREE 
(a) The liquidity of a market can be judged in terms of its depth, breadth and resilience.

In relation to the above statement, explain the following terms:

(i) Depth. (2 mark) 

(ii) Breadth. (2 mark) 

(iii) Resilience. (2 mark) 

(b) Briefly explain four functions of Insurance Regulatory Authority (IRA) or a similar body in your country.
(4 marks) 

(c) Discuss two types of financial regulation and supervision. (4 marks) 

(d) Identify six alternative investments available to investors in financial markets. (6 marks) 
(Total: 20 marks) 
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QUESTION FOUR 
(a) Discuss four factors that could contribute to the changing structure of securities market  (4 marks) 

(b) Explain six duties of the Financial Reporting Centre (FRC) or equivalent body in your country. (6 marks) 

(c) Summarise four factors that could motivate a non-listed company to go public through an initial public offering 
(IPO).                                (4 marks) 

(d) With reference to financial institutions, discuss three consequences of failure to comply with the applicable 
sectoral regulations. (6 marks) 
 (Total: 20 marks) 
 

QUESTION FIVE 
(a) (i) With reference to financial crises, distinguish between “bank runs” and “bank panics”.  (4 marks) 

(ii) Identify two private sector solutions and two government sector solutions that could be adopted to 
prevent bank panics.                                                                                              (4 marks) 

(b) Hazina Commercial Bank Ltd. is among the top twenty performing banks in your country. In the recent past, the 
board of directors of Hazina Commercial Bank Ltd. has passed a resolution to open ten new branches in ten 
different countries across the globe. 
 
In reference to the above resolution by the board, analyse six advantages of globalising the operations of Hazina 
Commercial Bank Ltd. (6 marks) 
 

(c) Your country is experiencing unstable inflation rate and the economic policy makers are concerned that the 
currency does not reflect the existing economic fundamentals. 
 
With reference to the above statement, examine three courses of action that the Central Bank could take in order 
to address the situation.                                                                            (6 marks) 
 (Total: 20 marks) 

........................................................................................................................... 
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