11. If the CRR requirement of a bank is 8.5%on which no income is earned, calculate
the effective cost of a deposit on which inferest is paid at 10%.

12. Explain the importance of asset liability management for a bank?

| END OF PART A |
| |
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Answer all questions

Figures in brackets in the margin indicate full marks.

There are Three parts of the question paper. Answers to each part should be written
separately

Part A

Answer any SIX (6) of the following questions. The answers should be brief and to the
point, preferably not exceeding four/five sentences. (6X5=30)

L.

2,

Distinguish between Commercial Loan & Consumer Loan.
What do understand by Financial intermediation & Financial disintermediation?

Differentiate  Discretionary Portfolio Management from Advisory Portfolio
Management offered by banks?

State & explain the reasons why banks are not perntitted to make unlimited
investment in equities?

Describe the institutional framework available in India to promote rural savings &
provide microfinance services?

What are the circumstances in which a Bankers duty to pay cheques of his customer
is terminated?

State & explain the fundamental principles which guide bank lending ?

What are the key factors which the bankers consider in pricing the consumer
deposit products?

. The contractual rate of interest for loan of a bank is 16%, percentage of good loans

is 90% and the recovery rate is 85% of the principle amount. Please calculate the
realized yield on loans of the bank?

10. Discuss the functions of the Credit Guarantee Fund Trust Scheme.



Part B

As a Manager of a Bank Branch / Office, how would you deal with following
situations?

Answer any FIVE (5) of the following questions

(5x10=50)
13. The following information has been given by M/s XYZ Ltd. about a project which
they wish to undertake :

Year 0 1 2 3
Initial -(2,10,000)

Investment

Profit After 30,000 45,000 75,000
Tax

You are required to advise them the Accounting Rate of Return (ARR)which the
project may yield.

14. M/s Popular Printers Ltd. is considering to invest in a printing machine the details
of which are as follows: .

Cost of machine = Rs. 25,00,000
Annual Cost of operations  =Rs. 2,00,000
Useful life =9 years

The annual capital charge has been estimated by the company at Rs. 6,69,219/- to make
the project profitable. Please work out the rate at which cost of capital has been
calculated & whether you will be agreeable to grant loan for purchase of the machine at
that rate.

15.The interest rate for a two year FD of Queen’s Bank is 7.5% . A customer wants to
know how much should be discounted monthly income for a two year FD of Rs. 10
Lakh















