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QUESTION ONE
a)  Differentiate between interest rate risk and bonds 		(2 marks) 
b) State four potential risk treatments 					(4 marks) 
c) Define the two types of Options in the financial markets 		(2 marks) 
d) Discuss three types of Market Risk 					(9 Marks)
e) Explain the following terms.
 I. Risk 										(1 mark) 
II. Swap 									(1 mark) 
III. Securities trading 							(1 mark) 
IV. Systematic Risk 								(1mark) 
f) Explain two financial risks one faces when investing international in the offshore markets									 (4 marks)

QUESTION TWO
a) Define and Discuss in length the process involved in risk management. 
(10marks) 
b) Explain five ethical issues in financial risk management 			(5 Marks)
QUESTION THREE
a) Discuss the five roles of financial markets 					(10 marks)
b) Discuss the four potential risk treatments 					(5marks)
QUESTION FOUR
a) Differentiate between financial futures and forwards 			(5marks)
b) Discuss the types of risks faced by commercial banks in Kenya and possible risk management measures that can be adopted 				(10marks)
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