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QUESTION ONE

a) Within a business finance context, discuss the problems that might exist in the relationships (sometimes referred to as agency relationships) between:

i) Shareholders and managers
ii) Shareholders and creditors.                                 (10 marks)
b)  Discuss the principal distinctions between unlimited partnerships and limited partnerships.                                                                             (7marks)                                                                         
c)  Give a brief definition of financial markets and enumerate in detail why they are needed for economic development                     (8marks)
QUESTION TWO
a)
Discuss the role of Capital Markets Authority in Economic Developed in Kenya                                                                                               (5 marks) 
b)  
The important divisions in the financial systems are between money market and capital market, primary market and secondary market. Distinguish between the following:

            i) Money market and capital market                                        (5marks)
          ii) Primary market and secondary market                               (5marks) 
QUESTION THREE
a) Distinguish between debt and equity capital.


      (10 marks)
b) What are the advantages of leasing an asset compared to borrowing to buy an asset?                                                                                          (5 marks)
QUESTION FOUR
a) What are the advantages of having a farmers’ bank compared with an ordinary commercial bank in the provision of services to farmers?

                                                                                                                (8 marks)
b) The basic function of a stock exchange is the raising of funds for investment in long-term assets. While this basic function is extremely important and is the engine through which stock exchanges are driven. Discuss its role in economic development.                                       (7 marks) 
QUESTION FIVE
a)  Discuss the shareholder wealth maximization objective in finance
                                                                                                                        (5marks)
b) Discuss the managerial decisions of a finance manager            (10marks)
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