THE INSTITUTE OF BANKERS, BANGLADESH (IBB)
97th Banking Professional Examination, 2023
AIBB
Treasury Management in Financial Institutions (TMFI)
Subject Code: 205
Time-3 hours
Full marks-100
Pass marks-45

[N.B. The figures in the right margin indicate full marks. Answer any five questions.]
Marks

(a) What do you understand by foreign exchange market? Why do we need foreign 4
exchange market?

(b) Describe the factors that influence the exchange rates in the market.

(c) How exchange rates are quoted in the market? Give examples of direct quotation
and indirect quotation methods.

(d) Calculate cross rates from the quotations given below: 6
(i) USD/JPY = 145-72

USD/BDT 109-50

JPY/BDT?

(i) USD/CAD =1-36
GBP/USD = 1-27
GBP/CAD?
(a) What are the objectives of the Treasury Department of a bank? 4

(b) Show the structure of a typical Treasury Department of a bank and describe major
functions of Front Office, Back Office and Middle Office.

(c) How Asset Liability Committee (ALCO) is formed and what are the 8
responsibilities of ALCO?

(a) What is Statutory Liquidity Ratio (SLR) of a bank? How is it calculated?
(b) What are current CRR and SLR for conventional banks and Islamic Banks?

(c) BB has recently changed its monetary policy targeting framework and introduced 10
some new tools in its Monetary Policy Statement (MPS) of July-December, 2023.

What are the changes? Do you think the changes will have any impact on Treasury
Management?

(a) What do you understand by Fixed Income Securities? What are the advantages and 10
disadvantages of Fixed Income Securities for investment purpose?

(b) What are the reasons for the absence of an active secondary market for Fixed 10
Income Securities in Bangladesh?

(a) Define Liquidity Coverage Ratio (LCR) and Net Stable Funding Ratio (NSFR). 5
(b) Describe the key agendas for ALCO Meeting as prescribed in ALM Guidelines 7
issued by BB.

(c) What is contingency funding plan? Describe use and scope of contingency funding 8
plan.

(a) Briefly discuss the four major types of financial derivatives with examples. 8
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(b) Discuss difference between foreign exchange forwards and foreign exchange
swaps.

(c) How derivatives can be used to hedge foreign exchange risks?
(a) What are the three pillars of Basel-III framework? Briefly discuss the key features.

(b) What are the core risks in banking? Discuss key elements of a sound risk
management system as prescribed in Risk Management Guidelines for Banks by BB.

(a) "Liquidity Management is a dilemma for the Treasury Manager of a bank."-Do
you agree? Explain.

(b) How overall net exchange position of banks are calculated? Briefly explain.

(c) Why banks fix limit to their treasury/forex operation? Give some examples of
dealing limits for forex dealers.

Write short notes on any five of the following:

(i) Bangladesh Government Islamic Investment Bond
(i1) Wholesale Borrowing Limit (WB)

(ii1) Structural Liquidity Profile

(iv) Yield to Maturity

(v) Advance Deposit Ratio (ADR)

(vi) (Primary Dealer (PD)

(vii) Authorized Dealer (AD)

(viii) B.C. Selling Rate.

(a) What are the differences between Treasury Bills and Treasury Bonds?

(b) "The price of a Bond depends on several factors and inherent characteristics."-
Discuss.

(c) Since most of the money market instruments are interest based, how Islamic banks
manage their liquidity? Discuss briefly.
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