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QUESTION ONE
a. Current thinking indicates that considerations of financial stability are assuming primary importance in monetary policy. The economic crisis in many countries during the recent past including the financial crisis of 2008 appears to be closely associated with financial instability. Discuss three instruments of monetary policy operated by the Central Bank. 
           (10mks)
b. The functions of the commercial banks are now wide and diverse. They have assumed great significance in the role of an agent for social transformation because of their vital role in mobilization of resources as well as deployment for meeting the said objectives. Discuss 



           (15mks)
QUESTION TWO
Assuming you have just got a well-paying job as an internal auditor in Jamia Bank in Nairobi. During your orientation the CEO made the following remarks “In addressing risks, banks must ensure appropriate internal controls are in place. An internal auditor should over time gain a though understanding of all areas of risk, the necessary controls that should be in place to mitigate them and the nature and quality of the bank’s own control structures”. Discuss four critical control standards that should be common to all banks. 

           (15mks)
QUESTION THREE
a. Briefly discuss three reasons why banks face significant liquidity problems.                               










(6mks)
b. The development of e-banking services has and still is expected to decongest banking halls and reduce the incidences of long queues in banking halls. Discuss for constraints hindering the growth of e-banking in your country. 








  (9mks)
QUESTION FOUR
a. A company’s Code of Ethics sets out its standards for an ethical organization as well as individual conduct. Discuss four reasons why banks should have a Code of Ethics.






(8mks)
b. With the introduction of modern banking services, communication and information management requirements have become increasingly vital to operations of banks. Discuss three challenges faced by management during Information System (IS) installation and on the course of continuous development of IS. 







(7mks)
QUESTION FIVE
a. Money laundering happens in almost every country in the world, and a single scheme typically involves transferring money through several countries in order to obscure its origins. Clearly discuss the money laundering process. 







(9mks)
b. Explain the following terms as used in the banking industry in your country.

i. Letters of credit 







(2mks)
ii. Credit cards 







(2mks)
iii. Current accounts 







(2mks)
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