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1. Provide an example about direct and indirect investment. 
2. Describe the distinction between a domestic Market, a foreign Market, Euromarkets
3. What are the advantages and disadvantages from an issuer’s perspective of a private placement?  
4. What is meant by:
a. individual banking
b. institutional banking
c. global banking
5. The following is the book value of the assets of a bank:
	Asset
	Book Value (in millions) 

	U.S. Treasury securities
	$ 100

	Municipal general obligation bonds
	100

	Residential mortgages
	400

	Commercial loans
	300

	Total book value
	$900



a. Calculate the credit risk-weighted assets using the following information:
	Asset
	Risk Weight

	U.S. Treasury securities
	0%

	Municipal general obligation bonds
	20

	Residential mortgages
	50

	Commercial loans
	100



b. What is the minimum core capital requirement?
c. What is the minimum total capital requirement?
6. Describe the nature of liabilities of Financial Institutions. (Illustrate and give examples)
7. What are the reasons for a depository institution’s liquidity concerns and its ways of responding to these concerns?  
8. Describe the distinction between the Debt and Equity instrument.
9. What are the funding courses for Banks? Describe non deposit borrowing
10. What is meant by a performance-based management fee and what is the basis for determining performance in such an arrangement?
11. What asset/liability problem do the depository institutions face?
12. What is the statutory surplus and why is it an important measure for an insurance company?
13. What factors have led to the integration of Financial Markets?
14. When a corporation does not need underwriting services of the investment Bankers? Provide an example and illustrate. 
15. List the advantages and disadvantages of the mutually and stock owned insurance companies. 
16. What are the two principal economic function of financial assets and three additional economic function of Financial Markets? Give an illustration
17. Describe the following points:
· Guaranteed cash value life insurance
· Participating policy 
· Non-participating policy
18. Describe the role of the three key components of insurance companies. 
19. What are the three major types of changes in the insurance Industry? (List and describe them)
20. List the four economic functions related to the transforming financial assets.
21. What are the three main functions performed by investment bankers in the offering of the new securities?
22. Describe at least two reasons why a corporation may seek to raise funds outside its domestic market.
23. What is the reason for the rule Rule 415 and its impact on the initial offering?  
24. List the types of Hedge Funds and describe one of them.
25. What are the key distinctions between a private placement and a public offering? 
26. Describe the role of the three key components of insurance companies
27. What is the statutory surplus and why is it an important measure for an insurance company?
28. List the advantages and disadvantages of the mutually and stock owned insurance companies.
29. What are the three major types of changes in the insurance Industry? (List and describe them)
30. Describe the following points:
· Guaranteed cash value life insurance
· Participating policy 
· Non-participating policy
31. a. What are the major sources of revenue for an insurance company? 
b. How are its profits determined?
32. What are term insurance, whole life insurance, variable life insurance, universal life insurance, and survivorship insurance?
33. What are the three main functions performed by investment bankers in the offering of the new securities?
34. What is the reason for the rule Rule 415 and its impact on the initial offering?  
35. When a corporation does not need underwriting services of the investment Bankers? Provide an example and illustrate.
36. What are the key distinctions between a private placement and a public offering?
37. What are the advantages and disadvantages from an issuer’s perspective of a private placement (consider Rule 144)?
38. What is the difference between a firm commitment underwriting arrangement and a best efforts arrangement?
39. a. What is meant by a bought deal? 
b. Why do bought deals expose investment banking firms to greater capital risk than traditional underwriting?
40. A corporation is issuing a bond on a competitive bidding basis. The corporation has indicated that it will issue $200 million of an issue. The following  yield bids and the corresponding amounts were submitted:
	Bidder 
	Amount (in millions) 
	Bid

	A 
	$20
	7.4%

	B 
	40
	7.5

	C 
	10
	7.5

	D 
	50
	7.5

	E 
	40
	7.6

	F 
	20
	7.6

	G 
	10
	7.7

	H 
	10
	7.7

	I 
	20
	7.8

	J 
	25
	7.9.

	K 
	28
	7.9

	L 
	20
	8.0

	M 
	18
	8.1



a. Who are the winning bidders? 
b. How much of the security will be allocated to each winning bidder?
41. Consider two transactions. The Norwegian government sells bonds in the United States. The buyer of one of those bonds is an insurance company, which, after holding the bond for a year, sells it to a mutual fund. Which of these transactions occurs in the primary market and which in the secondary market? Does the Norwegian government get any proceeds from the sale between the insurance company and the mutual fund?.
42. What a call and continuous market are?
43. Describe the features of the perfect market and list at least 4 frictions which make the market imperfect.
44. Explain the role of a dealer as a market maker and the costs associated with market making.
45. Explain key characteristics of the operational and pricing efficiency?
46. Explain the structure of the Federal Reserve System and list at least four functions performed by the twelve Federal Reserve Banks
47. “The theory of bureaucratic behavior indicates that the Fed never operates in the public interest.” Is this statement true, false, or uncertain? Explain your answer.
48. Explain the structure of the European Central Bank.
49. List the four tools of Monetary Policy and explain how the Open Market operations have effect on federal funds rate. 
50. “The federal funds rate can never be above the discount rate.” Is this statement true, false, or uncertain? Explain your answer.
51. Explain the activity purpose and structure of the Chamber for control over the financial markets. 
52. What are the main duties of the Board of Directors of the Chamber for Control over the Financial Markets?
53. What are the main duties of the Management Board of the Chamber for Control over the Financial Markets?
54. What are the characteristics of money market instruments? Why must a financial claim possess these characteristics to function as a money market instrument?
55. Calculate T-bills discount yield:
Pf = 1000, 
P0 = 980,
n = 90 days
yd = ?
56. What types of firms issue commercial paper? What are the characteristics critical to being able to issue commercial paper? 
57. Describe the steps in a typical banker’s acceptance transaction. Why is the banker’s acceptance form of financing ideal in foreign transactions?
58. Describe the steps in a typical banker’s acceptance transaction. Why is the banker’s acceptance form of financing ideal in foreign transactions?
59. Explain how repurchase agreement transactions provide short-term loans to businesses. In what sense is a repo a collateralized loan?
60. Suppose a firm’s stock has a beta of 1.2. What will probably happen to the value of the stock if the market decreases by 20 percent?
61. Describe the major differences between common stock and preferred stock.
62. Why are convertible securities more attractive to investors than simply holding a firm’s preferred stock or corporate bonds?
63. Explain the differences among a market order, limit, order, stop loss order, and stop buy order.
64. Val believes the price of ABC is too high at $35/ share. She shorts 100 shares. A week later, when she covers her short position, the price is $32/share. How much money did Val make?
65. Explain the difference between systematic and unsystematic risk. Explain how beta captures systematic risk.
66. Explain the major differences between futures contracts and forward contracts.
67. What is the economic role of the margin account on a futures exchange?
68. What determines the size of the margin requirement for a particular futures contract?
69. What is the difference between hedging and speculating?
70. Assume the initial margin on a Eurodollar futures contract is $878 and the maintenance margin is $650 (the contract size is $1 million). If the contract price declines by 25 basis points, by how much do the long and short positions’ margin balances change? Which position, if any, gets a margin call?
71. What can cause a country to have a deficit in its current account balance of payments?
72. Explain the theory of purchasing power parity.
73. Is it always true that when a country has a deficit in its trade balance the value of its currency will decline? Explain.
74. What could a government do to support the value of its currency in the foreign exchange market?
75. If a dollar can buy 98 Japanese yen and a British pound costs $1.50, how many yen would it take to buy Ј1? If a pound of copper costs 1 GBP in Britain, 1,600 Yen per pound in Tokyo, and $1.45 per pound in the United States, where is a pound of copper most expensive and where is it least expensive?
